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Management Discussion and Analysis
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BUSINESS REVIEW AND OUTLOOK

There was no turnover in the year ended 31 December 2016 (the
“Current Year”). The results of Han Tang International Holdings
Limited (the “Company”) and its subsidiaries (collectively, the
“Group”) for the Current Year are set out in the consolidated
statement of profit or loss and other comprehensive income.

The Group's strategies are to maintain the Group's sustainable
development and maximise shareholders’ interest. During the Current
Year, the board (the “Board”) of directors (the “Directors”) of the
Company has actively seeked and identified potential acquisition
targets.

On 22 November 2016, the Company and Mr. Teng Daochun (“Mr.
Teng") entered into a binding agreement for the acquisition by the
Company from Mr. Teng of his interest in a power and heat supply
business in the People’s Republic of China (the “PRC") with emphasis
on energy saving and environmental protection (the “Acquisition”).
The Company submitted the resumption proposal (the “Proposal”)
to The Stock Exchange of Hong Kong Limited (the ”"Stock
Exchange”) which involves, among others, (i) the Acquisition; and
(ii) a proposed disposal of the Group’s entire interest in IC Spectrum
(Kunshan) Co., Limited, an indirect 72.79%-owned subsidiary of
the Company (“ICSC"). The Acquisition constitutes a connected
transaction, a very substantial acquisition and a reverse takeover of
the Company under the Rules Governing the Listing of Securities on
the Stock Exchange (the "Listing Rules”) and will be subject to the
reporting, announcement and independent shareholders’ approval
requirements pursuant to the Listing Rules and approval of the new
listing application of the Company by the Stock Exchange.

On 17 February 2017, the Company received a letter from the Stock
Exchange, which stated that the Stock Exchange agreed to allow the
Company to submit a new listing application relating to the Proposal
on or before 30 April 2017. If the Company fails to do so or the
Proposal fails to proceed for any reason, the Stock Exchange will
proceed with the cancellation of the Company’s listing status. The
Company is in the process of preparing the submission of new listing
application relating to the Proposal. For details, please refer to the
Company’s announcement dated 28 February 2017.
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Management Discussion and Analysis

FINANCIAL REVIEW

Operating results

There was no turnover in the Current Year, compared with
approximately HK$28.8 million for the year ended 31 December
2015 (the “Corresponding Year"”) which is attributable by trading
business. The reason is that the Group put more effort on identifying
potential acquisition target, and thus no trading was conducted.

The administrative expenses decreased from approximately HK$26.3
million in the Corresponding Year to approximately HK$25.7 million
in the Current Year as a result of tighter control on operating
expenses.

During the Current Year, impairment loss on prepayment for
acquisition of property, plant and equipment and impairment loss
on trade and other receivables amounted to approximately HK$10.0
million and approximately HK$33.7 million respectively. Considering
that the possibility of prepayment refund and the past collection
history of trade receivables, the management considered that the
balances may not be collectible. However, the management are keep
going to monitor and use best endeavours to collect the outstanding
balances.

The finance costs amounted to approximately HK$7.8 million in
the Current Year as compared with the Corresponding Year of
approximately HK$7.7 million.

The Group recorded a loss attributable to the owners of the Company
amounting to approximately HK$76.3 million, representing a
decrease of approximately 38.9% as compared with approximately
HK$124.9 million in the Corresponding Year.

Basic loss attributable to the owners of the Company per share
amounted to HK48.2 cents as compared with basic loss of HK79.0
cents per share in the Corresponding Year.
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Management Discussion and Analysis
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FINANCIAL POSITION

The total assets of the Group decreased from approximately
HK$345.5 million as at 31 December 2015 to approximately
HK$271.4 million, representing a decrease of approximately 21.4%.

As at 31 December 2016, the total carrying amount of property,
plant and equipment of the Group decreased from approximately
HK$270.1 million as at 31 December 2015 to approximately
HK$249.5 million, representing a decrease of 7.6%. The decrease is
mainly due to the exchange loss which result from the depreciation of
Renminbi (“RMB").

On 11 July 2016, the security deposit, which paid for the acquisition
of the land use rights in respect of a parcel of industrial land located
at the north of Longfei road and the east of Fuchunjiang road,
Kunshan Economic & Technical Development Zone, Kunshan* (&L
M EEREILA - EHTEEEMA), occupying a total site area of
approximately 150,481.9 square meters (the “Land”), was refunded
by Kunshan State Land Resources Bureau (EIUTTE L& RE) to
ICSC. As a result, the carrying amount of prepaid land lease payments
decreased from HK$11.7 million as at 31 December 2015 to HK$Nil
as at 31 December 2016.

As set out in the consolidated financial statements, ICSC incurred
a loss of approximately HK$1.03 million for the Current Year
together with the fact that the production activities have not yet
commenced, in which this constituted as an indicator of impairments.
ICSC recognised an impairment loss on construction-in-progress of
approximately HK$130.9 million in the Corresponding Year. With
the fact that ICSC has not yet obtained any building ownership
certificate, the control right of the construction-in-progress was
in doubt. As such, our auditor, ZHONGHUI ANDA CPA Limited,
considered that they were unable to obtain sufficient appropriate
audit evidence to satisfy themselves as to the recoverability and
the control rights of the construction-in-progress included in the
property, plant and equipment of approximately HK$246.9 million
as at 31 December 2016. There were also no other satisfactory
audit procedures that they could adopt to determine whether any
allowance for non-recovery of the amount should be made in the
consolidated financial statements.
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Management Discussion and Analysis

The Board has considered the risks as to whether ICSC will ultimately
obtain the land use rights in the Land and whether the business of
ICSC will be viable and profitable. The Board has resolved to divest
the Company’s interest in ICSC having taken into account:

(@) the current market conditions for ICSC’s products;

(b) the uncertainty in securing the land use rights of the Land for
ICSC's operations; and

(c) the additional funding requirements to support ICSC’s
operations.

Trade and other receivables amounted to approximately HK$6.4
million as at 31 December 2016, representing a decrease of
approximately 87.7% as compared with approximately HK$52.0
million as at 31 December 2015. It was mainly attributable to the
impairment loss on trade and other receivables with an amount of
approximately HK$33.7 million.

The carrying amount of prepayment for acquisition of property, plant
and equipment decreased from HK$10.0 million as at 31 December
2015 to HK$Nil as at 31 December 2016 after impairment loss was
recognised in full.

The net asset value of the Group attributable to owners of the
Company amounted to approximately HK$76.7 million as at 31
December 2016, representing a decrease of approximately 53.5%
when compared with approximately HK$165.0 million as at 31
December 2015.
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Management Discussion and Analysis
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

As at 31 December 2016, the Group had cash and cash equivalents
amounted to approximately HK$5.2 million (31 December 2015:
HK$1.3 million) mainly denominated in Hong Kong dollars. As
at 31 December 2016, total borrowings of the Group amounted
to approximately HK$101.3 million (31 December 2015:
HK$95.6 million) mainly denominated in Hong Kong dollars. As
at 31 December 2016, the Group had net current liabilities of
approximately HK$16.2 million as compared with net current assets
of approximately HK$24.9 million as at 31 December 2015.

During the Current Year, the Company issued corporate bonds
with total principal amounts of approximately HK$22.1 million to
several investors, bearing an interest rate of 9% per annum (payable
semiannually) and maturity dates ranging from 1 year to 2 years from
the respective dates of issue. The net proceeds from the issuance
amounted to approximately HK$22.1 million. Such net proceeds
were used as to approximately HK$6.6 million for repayments of
loans and 3% 3-year convertible bonds issued by the Company
which matured on 8 April 2016. The balance of the net proceeds
were used for general working capital. For details, please refer to the
announcements of the Company dated 6 July 2016 and 9 January
2017.

During the Current Year, the Company has made various loans with
independent third parties with interest rates ranging from 0% to 9%
in order to better manage its foreign exchange and cash positions.

As at 31 December 2016, the Company’s issued share capital
amounted to HK$1,581,279.08 and the number of issued ordinary
shares (the “Shares”) was 158,127,908 with nominal value of
HK$0.01.

The current ratio of the Group, defined as the total current assets to
the total current liabilities, amounted to 0.571 as at 31 December
2016 as compared with 1.875 as at 31 December 2015.

The gearing ratio of the Group, defined as the total borrowings to
the shareholders’ equity, amounted to 0.705 as at 31 December 2016
as compared with 0.404 as at 31 December 2015. The increase in
gearing ratio is attributable to the increase in borrowings including
issue of corporate bonds and various loans from third parties.
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Management Discussion and Analysis

SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITION AND DISPOSAL

The Group did not have any significant investments held, material
acquisition or disposal of subsidiaries, associates and joint ventures
during the year ended 31 December 2016.

HUMAN RESOURCES

As at 31 December 2016, the Group had a total of 18 employees
(including Directors). Total staff costs (including Directors’
emoluments) were approximately HK$7.3 million. The remuneration
was linked to the financial results of the Group as well as the
performance of individual staff. The remuneration policies of the
Group’s employees are subject to review regularly. On irregular but
necessary basis, adequate on-job trainings had been provided to
staff in need. The Group has implemented a social insurance scheme
for its PRC staff and mandatory provident fund for its Hong Kong
staff in compliance with requirements of the relevant employment
regulations in the PRC and Hong Kong respectively.

CONTINGENT LIABILITIES

There was no contingent liability as at 31 December 2016.

CAPITAL COMMITMENTS

Capital commitments outstanding, which were contracted but not
provided for, in the financial statements were approximately HK$6.9
million in respect of the manufacturing of semiconductors segment as
at 31 December 2016.

CHARGES ON THE GROUP’S ASSETS

There were no material charges on the Group’s assets as at 31
December 2016.

FOREIGN EXCHANGE RISK MANAGEMENT

During the year ended 31 December 2016, the Group’s monetary
assets and transactions are mainly denominated in Hong Kong dollars
and Renminbi. The Group did not use any financial instruments for
hedging purposes.
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Directors’ Report
EEGWES

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal business of the Company is investment holding and
the Group'’s principal activities are manufacturing of semiconductors
and trading of semiconductors/electronic products/components and
timber.

Further discussion and analysis of these activities, including an
indication of likely future developments in the Group’s business,
can be found in the section headed “Management Discussion and
Analysis” of this annual report. These discussions form part of this
directors’ report.

The environmental policies and performance are discussed under
section headed "“Environmental, Social and Governance Report”
of this annual report. These discussions form part of this Directors’
report.

KEY RELATIONSHIPS

Employees

Human resources are one of the greatest assets of the Group and the
Group regards the personal development of its employees as highly
important. The Group wants to continue to be an attractive employer
for committed employees.

The Group strives to motivate its employees with a clear career
path and opportunities for advancement and improvement of their
skills. The Group provides on-the-job training and development
opportunities to its staff members and considers all valuable feedback
from its employees for enhancing workplace productivity and
harmony.

In addition, the Group offers competitive remuneration packages to
its employees.

Further discussion in respect of the relationship with employees
can be found in the section headed “Environmental, Social and
Governance Report” of this annual report.

Customers and Suppliers

The customers and suppliers of the Group are independent third
parties to the Group. The Group is committed to maintain good
relationships with its customers and suppliers.
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FINANCIAL KEY PERFORMANCE INDICATORS

The analysis of financial key performance indicators can be found in
the section headed “Management Discussion and Analysis” of this
annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the PRC and Hong Kong while the Shares are listed on
the Stock Exchange. Hence, our establishment and operations shall
comply with relevant laws and regulations in the PRC, Hong Kong
and the respective place of incorporation of the Company and its
subsidiaries. In addition, the Company is required to comply with the
Listing Rules.

During the year ended 31 December 2016 and up to the date of this
annual report, as far as the Company is aware, there was no material
breach of or non-compliance with applicable laws and regulations
by the Group that has a significant impact on the business and
operations of the Group.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group realised the importance of sufficient financial funding. The
Group will keep on to monitor and measure the liquidity and funding
risk in an on-going basis, and ensure a sufficient cash flow for the
business operations.

Other risks and uncertainties are set out in note 31 to the
consolidated financial statements.

RESULTS

The results of the Group for the year ended 31 December 2016 and
the financial positions of the Group as at 31 December 2016 are set
out in the consolidated financial statements on pages 60 to 127 of
this annual report.

RESERVES

Details of movement in reserves of the Company during the year
ended 31 December 2016 are set out in note 29 to the consolidated
financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the aggregate amount of the Company’s
reserves available for distribution to its owners, calculated
under the Companies Act 1981 of Bermuda (as amended), was
HK$142,037,000 (2015: HK$163,396,000).
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MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31 December 2016,

(a) there was no revenue; and

(b) the Group's largest supplier accounted for 100% of purchases
of the Group

None of the Directors, their close associates or any shareholders of
the Company (“the “Shareholders”) who, to the knowledge of the
Directors, owns more than 5% of the number of issued Shares, had
an interest in any of the largest supplier of the Group as mentioned
above.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the
forthcoming annual general meeting of the Company to be held on
Monday, 26 June 2017, the register of members of the Company
will be closed from Tuesday, 20 June 2017 to Monday, 26 June
2017, both days inclusive, during which period no transfer of
Shares will be registered. In order to be eligible to attend and vote
at the forthcoming annual general meeting, all transfers of Shares
accompanied by the relevant share certificate(s) must be lodged with
the Company’s branch share registrar and transfer office in Hong
Kong, Computershare Hong Kong Investor Services Limited at Shop
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration not later than 4:30 p.m. on
Monday, 19 June 2017.

DIVIDENDS

No dividend had been paid during the year ended 31 December
2016 and the Board does not recommend the payment of any final
dividend for the year ended 31 December 2016.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the last five financial years is set out on page 128 of this annual
report.

SHARE CAPITAL

Details of movements in share capital of the Company during the year
ended 31 December 2016 are set out in note 27 to the consolidated
financial statements.
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BONDS

Details of the bonds issued during the year ended 31 December
2016 is set out in the section headed “Management Discussion and
Analysis” of this annual report.

SHARE OPTION SCHEME

At the annual general meeting of the Company held on 8 September
2014, an ordinary resolution was passed by the Shareholders for the
adoption of a share option scheme (the “Share Option Scheme”).

The purpose of the Share Option Scheme is enable the Group to
grant options to the eligible participants, including any director
and employee of the Group and suppliers, consultants, advisors,
customers, any member of or any holder of any securities issued by
any member of the Group or any invested entity, as incentives or
rewards for their contribution to the Group.

The principal term of the Share Option Scheme are as follows:

(i)  the total number of Shares in respect of which options may
be granted to each grantee in any 12-month’s period shall not
exceed 1% of the issued share capital of the Company for the
time being.

(i) an option may be accepted by an eligible participant not later
than 21 days from the date of grant of the option. Upon
acceptance of the option, the grantee shall pay HK$1.00 to the
Company by way of consideration for the grant of the option.

(iii) unless otherwise determined by the Directors, a grantee is not
required to hold an option for any minimum period nor achieve
any performance targets before the exercise of an option
granted to him.

(iv) the option may be exercised at any time within a period as
specified by the Directors, which should not be more than ten
years from the date on which an option is granted.

(v)  the subscription price shall be a price determined by the Board
and shall not be less than the highest of: (a) the closing price
of the Shares as stated in the Stock Exchange’s daily quotations
sheet for trade in one or more board lots of the Shares on the
date of grant; (b) the average closing price of the Shares as
stated in the Stock Exchange’s daily quotations sheets for the
five business days immediately preceding the date of grant; and
(c) the nominal value of a Share on the date of grant.
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(vi) the Share Option Scheme remains valid for a period of 10 years
commencing on 8 September 2014.

Operation of the Share Option Scheme will commence after all
conditions precedent have been fulfilled. As at the date of this
annual report, the conditions precedent have not yet been completely
fulfilled and therefore the Share Option Scheme has not yet become
unconditional and operative. The total number of Shares available
for issue under the Share Option Scheme, upon the Share Option
Scheme becomes unconditional and operative, is 15,812,790 Shares,
representing approximately 10% of the issued Shares as at the date
of this annual report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the bye-laws
of the Company (”Bye-Laws”) or the laws in Bermuda which could
oblige the Company to offer new Shares on a pro-rata basis to
existing Shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2016 are set out in note
15 to the consolidated financial statements.

BOARD OF DIRECTORS

The following are the Directors as at the date of this report and
during the financial year ended 31 December 2016:

Executive Directors

Zhao Wenjia (appointed as executive Director and
chief executive officer on 25 July 2016)

Yang Liu (resigned as chairman, executive Director and
chief executive officer on 25 July 2016)

Lo Ka Wai (resigned on 24 June 2016)

Non-Executive Directors

Xu Lei

Gu Yawei (appointed on 25 July 2016)

Xu Ming (appointed on 25 July 2016 and
resigned on 17 February 2017)
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Independent Non-Executive Directors
Yao Yongjie (appointed on 25 July 2016)

Ma Jianwei (appointed on 25 July 2016)

Sinn Wai Kin Derek (appointed on 25 July 2016)
Lai Ho Man, Dickson (resigned on 25 July 2016)
Wang Xiao Chuan (retired on 27 June 2016)
Wong Lit Chor, Alexis (resigned on 25 July 2016)
Liu Hongjun (retired on 27 June 2016)

Pursuant to Bye-Law 83(2) of the Bye-Laws, Ms. Zhao Wenjia, Ms. Gu
Yawei, Mr. Yao Yongjie, Mr. Ma Jianwei and Mr. Sinn Wai Kin Derek
shall retire from office at the forthcoming annual general meeting of
the Company (2017 AGM"). In addition, pursuant to Bye-Law 84(1)
of the Bye-Laws, Mr. Xu Lei shall retire from office by rotation at the
2017 AGM. All the above retiring Directors, being eligible, will offer
themselves for re-election at the 2017 AGM.

The Company has received from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the independent non-executive Directors are independent.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
2017 AGM has a service contract with the Company, or any of its
subsidiaries, which is not determinable by the employing entity within
one year without payment of compensation, other than statutory
compensations.

DIRECTORS’ INTERESTS IN CONTRACTS

No transaction, arrangement, or contract of significance in relation to
the Group’s business, to which the Company or any of its subsidiaries
is or was a party and in which a Director or an entity connected with
a Director is or was materially interested, either directly or indirectly,
subsisted at 31 December 2016 or at any time during the year ended
31 December 2016.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2016.
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DISCLOSURE OF INFORMATION ON DIRECTORS
PURSUANT TO RULE 13.51B(1) OF THE LISTING
RULES

Changes in Directors’ information since the date of the Company’s
announcement in respect of their appointment are set out below:

Directors’ remuneration

Name of Director

BEEfA

BELHHRAE1351B(NEHE
EEREE

aARATAMECEE L AHANLEEE
HEBIT

EEZH
Director’s remuneration per annum
EEFH
(Note)
(K1at)

Ms. Zhao Wenijia (Chief Executive Officer)
WX EZ T (7TEAEE)

Ms. Gu Yawei

Ry Yot

Mr. Yao Yongjie

BB E

Mr. Ma Jianwei

Mr. Sinn Wai Kin Derek

RS-

Note: The remuneration are covered by their respective letter of appointment
commencing from 25 July 2016.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for
Director’s and officers’ liabilities in respect of legal actions against its
Directors and senior management arising out of corporate activities.
Save for the above, at no time during the year ended 31 December
2016 and up to the date of this annual report, there was or is,
any permitted indemnity provision (as defined in section 9 of the
Companies (Directors’ Report) Regulation (Chapter 622D of the Laws
of Hong Kong)) being in force for the benefit at any of the Directors
(whether made by the Company or otherwise) or any of the directors
of an associated company (if made by the Company).

HK$1,440,000
1,440,000/ 7T
HK$120,000
120,000/ 7T
HK$60,000
60,000/ 7T
HK$60,000
60,000/ 7T
HK$100,000
100,000/ 7T
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBT SECURITIES

At no time during the year was the Company or any of its
subsidiaries, a party to any arrangement to enable the Directors or
chief executives of the Company (including their spouses or children
under 18 years of age) to have any right to subscribe for securities of
the Company or any or its associated corporations as defined in the
Securities and Futures Ordinance (“SFO") or to acquire benefits by
means of acquisition of Shares in, or debentures of, the Company or
any other corporate.

DIRECTORS" AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

OF THE COMPANY OR ANY ASSOCIATED
CORPORATION

As at 31 December 2016, 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 associated
corporation (within the meaning of Part XV of the SFO) which
were 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 are taken or deemed to have under such
provisions of the SFO), or which were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein, or as
otherwise notified to the Company and the Stock Exchange, pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code”) as set out in Appendix 10 to the Listing
Rules, are set out below:

Interests and short positions in Shares

Long position/

Directors’ Report

ESEWMES
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Approximate
percentage of

Number of shareholding

Name of Director Capacity short position Shares held in the Company
EARDEREZ

EBHE &% ¥R/ KA FERGEE BMAEDE

Zhao Wenjia Beneficial owner Long position 2,000,000 1.26%

3 EnAA HE

Xu Lei (Note) Interest of his spouse Long position 2,000,000 1.26%

RE(Mt) [ e HE

Note: Being the spouse of Ms. Zhao Wenjia, Mr. Xu Lei is also deemed to be Hiit - B AELRBEENmE - (EABXELTWE

interested in 2,000,000 Shares held by Ms. Zhao Wenjia for the purposes of
the SFO.

B RELETERERBEXELTEEDN
2,000,0000% B 10 R A #Eam ©
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Save as disclosed above, as at 31 December 2016, none of the
Directors, chief executives of the Company or any of their associates
had any interests or short positions in any Shares, underlying Shares
or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
to be kept under section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS/OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
THE SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 31 December 2016, as far as is known to the Directors, the
following persons (other than the Directors and the chief executives
of the Company) had interests or short positions in the Shares and
underlying Shares as recorded in the register required to be kept by
the Company pursuant to section 336 of the SFO were as follows:

Interests or short positions in Shares

BREXBEBEEN R_FT—-R"FF+A
=t—R BEEE  ARFAHESTRAR
o 1% F AR (T B B A TN R S A ] AR B

B(EERALBZFRABMEOIFEXVER) 2B
BERDSEFFTHEE D CERARRRE
EFMREGROIEIS2EMFEZELM - %
REBEEETUZRAED BTG AR KB
R ZERBRR ©

TERR HMATREQFZ
RO REERD 2ERZRAR

R-Z—AE+=B=+—H0 BEFHA
£ REALARES RS EGHIZI36HM
BEZERMARE A TAL(EFRAA
AEHITHA BRI HARR TR RIAH
BAD 2 MRS AR

RIR 172 s TR B

Approximate
percentage of

Long position/ Number of shareholding
Name of Shareholder Capacity short position Shares held in the Company
ERARREZ
IR E &% ¥R/ KR FEROEE BRBEDH
First Call Investments Beneficial owner Long position 29,000,000 18.34%
Limited (Note)
First Call Investments ExnEAA HE
Limited (f47:#)
Zhu Baoguo (Note) Interest of controlled corporation  Long position 29,000,000 18.34%
RIRE(Hrat) XEHEEER )
Li Li Beneficial owner Long position 12,000,000 7.59%
ZE EnlAA )
Wang Chen Yuan Beneficial owner Long position 10,279,488 6.50%

IR EREEAA R

Note: These Shares are held by First Call Investments Limited which is owned as to
100% by Zhu Baoguo. By virtue of the provisions of Part XV of the SFO, Zhu
Baoguo is deemed to be interested in these 29,000,000 Shares held by First
Call Investments Limited.

Fitat - :ZERX 5 fFirst Call Investments Limited# 4 -
ifFirst Call Investments Limited i 2k RE 2 &
A REBEFESREABKRAIEXVEBRIEX - KR
B 4548 A First Call Investments Limited# 48 2
29,000,000 B D P #E B e o
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Save as disclosed above, as at 31 December 2016, the Directors
are not aware of any other persons (other than the Directors and
the chief executives of the Company) who have interests or short
positions in the Shares or underlying Shares or any associated
corporations (within the meaning of the SFO) as recorded in the
register required to be kept under section 336 of SFO.

SUFFICIENCY OF THE PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2016.

SUSPENSION OF TRADING IN SHARES AND THE
RESUMPTION PROPOSAL

As the request of the Company, trading in the Shares on the Stock
Exchange has been suspended with effect from 9:00 a.m. on 1 April
2014, and will remain suspended until further notice. On 8 June
2016, the Company was placed into the third delisting stage. The
Company was required to (i) submit a viable resumption proposal to
demonstrate sufficient operations or assets as required under Rule
13.24 of the Listing Rules on or before 7 December 2016 and (ii) fulfil
certain resumption conditions. The Company subsequently submitted
the Proposal, which involved, among others, the Acquisition which
constitutes a connected transaction, a very substantial acquisition
and a reverse takeover of the Company under the Listing Rules and
will be subject to the reporting, announcement and independent
shareholders’ approval requirements pursuant to the Listing Rules
and approval of the new listing application of the Company by the
Stock Exchange. On 17 February 2017, the Stock Exchange agreed to
allow the Company to submit a new listing application relating to the
Proposal on or before 30 April 2017. Details of the Proposal were set
out in the announcement of the Company dated 28 February 2017.

EMOLUMENT POLICY

The emoluments of the employees of the Group are based on their
qualifications, experience, responsibilities, performance, competence
and skills displayed, market comparables and economic performance
of the Group.

Details of the Directors’ emoluments are set out in note 11 to the
consolidated financial statements. The Directors’ emoluments are
reviewed by the remuneration committee of the Company (the
“Remuneration Committee”), having regard to the Company’s
operating results, individual performance, comparable market
statistics and their time, effort and expertise to be exercised on
the Group's affairs. The Remuneration Committee will make
recommendation to the Board on the emoluments of the Directors.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2016, the Directors are not
aware of any business or interest of the Directors and their respective
associates (as defined under the Listing Rules) that compete with the
business of the Group and any other conflicts of interest which any
such person has or may have with the Group.

CORPORATE GOVERNANCE

A report on the principal corporate governance practices adopted by
the Company is set out on pages 24 to 49 of this annual report.

AUDITOR

Following the resignation of Crowe Horwath (HK) CPA Limited
("Crowe Horwath”) as auditor of the Company on 29 September
2014, ZHONGHUI ANDA CPA Limited ("ZHONGHUI ANDA") was
appointed as the auditor of the Company at the special general
meeting of the Company held on 27 October 2014 to fill the vacancy
following the resignation of Crowe Horwath.

Following the retirement of ZHONGHUI ANDA as auditor of the
Company with effect from the conclusion of the annual general
meeting of the Company held on 27 June 2016 (“2016 AGM"),
ZHONGHUI ANDA was appointed as auditor of the Company by the
Board to fill the casual vacancy arising from its own retirement on
13 October 2016 and to hold office until the conclusion of the next
general meeting of the Company. A resolution in respect of the re-
appointment of ZHONGHUI ANDA as auditor of the Company was
passed at the special general meeting of the Company held on 7
November 2016.

Save as disclosed above, there were no other changes in auditor of
the Company during the past three years.

A resolution will be proposed at the 2017 AGM to re-appoint
ZHONGHUI ANDA as auditor of the Company.

On behalf of the Board

Zhao Wenijia
Executive Director and Chief Executive Officer

Hong Kong, 20 March 2017
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Biographical Details of Directors

EXECUTIVE DIRECTOR

Ms. Zhao Wenjia (“Ms. Zhao"), aged 34, was appointed as an
executive Director and the chief executive officer of the Company on
25 July 2016. Apart from her current directorate in the Company,
she also holds directorship in various subsidiaries of the Group. Ms.
Zhao is also a member of each of the Remuneration Committee,
nomination committee (the “Nomination Committee”) and
share option committee (the “Share Option Committee”) of
the Company. Ms. Zhao graduated from the Beijing Institute of
Technology with an undergraduate degree in business administration
in 2005. She also awarded the postgraduate diploma in international
business administration from University of Northumbria in 2007.
Ms. Zhao has experience in implementing international energy
projects, and in the management and organisation of international
trade related businesses. She has strong insight in the global market
and possesses strong corporate management capabilities. Ms. Zhao
currently serves as an executive director of Forewell International
Limited in Hong Kong.

Ms. Zhao is the spouse of Mr. Xu Lei, a non-executive Director.

NON-EXECUTIVE DIRECTORS

Mr. Xu Lei (“Mr. Xu"), aged 45, was appointed as a non-executive
Director on 20 November 2013. He is also a member of each of
the Remuneration Committee, Nomination Committee and Share
Option Committee. Mr. Xu has over 17 years of senior executive and
operational experiences in the fields of mass media, technological
development and cultural promotion in China since completion of a
graduate study at Tongji University in China. He had been a senior
manager of The China International Cultural Exchange Centre from
1997 to 2001 and has been the president and editor-in-chief of Travel
& Leisure Magazine from 2002 to the present. Since 2003, Mr. Xu
has gained substantial corporate governance and operational control
experiences in the field of broadcasting and media communications in
China including as the vice president of an audio and video publishing
house, an executive director of a communication technology
development company and a cultural investment firm respectively.
Through his association with these enterprises, he has built a broad
based social and people resource network in the relevant industries.
Mr. Xu was a non-executive director of Heng Xin China Holdings
Limited (stock code: 8046), shares of which are listed on the Growth
Enterprise Market of the Stock Exchange, for the period from
November 2009 to December 2015.

Mr. Xu is the spouse of Ms. Zhao, an executive Director and the chief
executive officer of the Company.
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Biographical Details of Directors

BB

Ms. Gu Yawei (“Ms. Gu"”), aged 53, was appointed as a non-
executive Director on 25 July 2016. Ms. Gu obtained her bachelor’s
degree in arts from Zhejiang Normal University (Gi7/T Al 5k £2)
majoring in Chinese Language and Literature in 1985. She also
obtained the master’s degree from Shanghai Normal University (=
Y3 EM & K E) majoring in Contemporary Literature of China in 1990.
Ms. Gu has over a decade of experience in the equity investment
industry. She also has experience in the management and investment
of many corporations both in Hong Kong and in Mainland China,
accumulating business connections and knowledge across various
industries. Ms. Gu currently serves as a chairperson of each of Blue
bird Group Co; Ltd (5 RIZEBE B R 2 7)) and Hangzhou Bluebird
mountains Investment Management Co; Ltd (M F SRR EEE
BRAR].

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yao Yongjie (“Mr. Yao"), aged 46, was appointed as an
independent non-executive Director on 25 July 2016. He is also a
member of each of the audit committee of the Company (the “Audit
Committee”), Remuneration Committee, Nomination Committee
and Share Option Committee. Mr. Yao graduated from Hunan
University with an undergraduate degree in architecture in 1993.
He has been chairman or deputy chairman of various companies in
the PRC engaging in asset management and venture capital related
business. Mr. Yao and his team have gained numerous provincial
awards, including “2013F E /T & &ELPEE" (Best LP Award of
Zhejiang Province of the Year 2013*) and “"2015#E#T%8FE & " (The
New Leader of Zhejiang Merchants 2015%*).

Mr. Ma Jianwei (“Mr. Ma"), aged 31, was appointed as an
independent non-executive Director on 25 July 2016. He is also the
chairman of each of the Remuneration Committee and Share Option
Committee and a member of each of the Audit Committee and
Nomination Committee. Mr. Ma graduated from the University of
International Business and Economics in Beijing with a PhD degree
in civil and commercial law. He gained experience in civil litigation,
commercial arbitration, foreign commercial investment, antitrust law,
mergers and acquisitions, and private equity investment funds, when
he practiced law at Beijing Rongxian Law Firm* (it R gt #8275 F)
since 2013.

* for identification purpose only
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Mr. Sinn Wai Kin Derek (“Mr. Sinn"), aged 57, was appointed
as an independent non-executive Director on 25 July 2016. He is
also the chairman of each of the Audit Committee and Nomination
Committee and a member of each of the Remuneration Committee
and Share Option Committee. Mr. Sinn is a fellow member of the
Hong Kong Institute of Certified Public Accountants. He acted as the
chief financial officer of Enviro Energy Management Services Limited
from September 2015 to December 2015 and the company secretary
of Enviro Energy International Holdings Limited (stock code: 1102)
from October 2015 to December 2015, shares of which are listed
on the Main Board of the Stock Exchange. From September 2008 to
August 2015, Mr. Sinn also worked with Huajun Holdings Limited
(stock code: 377), shares of which are listed on the Main Board of the
Stock Exchange and his last position were the chief financial officer
and the company secretary. He has over 30 years of experience in
audit, accounting and financial management.

Biographical Details of Directors
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Corporate Governance Report
TREAWMS

COMPLIANCE WITH CORPORATE GOVERNANCE
PRACTICES

The Board and the management are committed to maintaining and
ensuring high standards of corporate governance as good corporate
governance can safeguard the interests of all Shareholders and
enhance corporate value. The Board continuously reviews and
improves the corporate governance practices and standards of
the Group from time to time to ensure that business activities and
decision making possesses are regulated in a proper manner.

The Company had complied with the Corporate Governance Code
(the “CG Code”) contained in Appendix 14 to the Listing Rules
throughout the year ended 31 December 2016, with the exceptions
as follows:

Code provision A.2.1 of the CG Code stipulates that the roles of
chairman and chief executive officer should be separate and should
not be performed by the same individual. The roles of the chairman
of the Board (the “Chairman”) and chief executive officer of the
Company were not separate and Mr. Yang Liu performed these two
roles until his resignation on 25 July 2016. Since the resignation
of Mr. Yang Liu as the Chairman, executive Director and chief
executive officer of the Company on 25 July 2016, the Company
has not appointed a new Chairman. Until the appointment of the
new Chairman, the Board collectively focuses on the overall strategic
planning and development of the Group and effective functioning
of the Board. The Board will review the current situation from time
to time and shall make necessary arrangements when the Board
considers appropriate.

Code provision A.4.1 of the CG Code provides that non-executive
Directors should be appointed for a specific term, subject to re-
election. Ms. Gu Yawei, a non-executive Director, Mr. Yao Yongjie,
Mr. Ma Jianwei and Mr. Sinn Wai Kin Derek, independent non-
executive Directors, Mr. Xu Ming, former non-executive Director
who resigned on 17 February 2017, were not appointed for specific
terms. However, all existing non-executive Directors are subject to
retirement by rotation and re-election at the annual general meeting
of the Company at least once every three years in accordance
with the Bye-Laws. On 20 March 2017, each of the existing non-
executive Directors has been appointed for a fixed term of one year
commencing on 20 March 2017, which is automatically renewable for
successive term of one year upon the expiry of the said term, unless
terminated by not less than one month’s notice in writing served by
either party on the other.
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Code provision A.5.1 of the CG Code provides that issuers should
establish a nomination committee which is chaired by the chairman
of the board or an independent non-executive director and comprises
a majority of independent non-executive directors. Following the
retirement of Mr. Liu Hongjun as the independent non-executive
Director at the conclusion of the 2016 AGM, he also ceased to be
a member of the Nomination Committee. As a result, the number
of independent non-executive Directors acting as members of the
Nomination Committee decreased from two to one, which is less than
the majority of the independent non-executive Directors required
under the terms of reference of the Nomination Committee and
being deviated from code provision A.5.1 of the CG Code. On 25
July 2016, Mr. Lai Ho Man, Dickson ceased to be the chairman of the
Nomination Committee and Mr. Yang Liu ceased to be a member of
the Nomination Committee following their resignations as Directors,
and Mr. Sinn Wai Kin Derek has been appointed as the chairman of
the Nomination Committee and Ms. Zhao Wenjia, Mr. Xu Lei, Mr. Yao
Yongjie and Mr. Ma Jianwei have been appointed as members of the
Nomination Committee, and therefore the Nomination Committee
comprises a majority of independent non-executive Directors with
effect from 25 July 2016.

Following the retirement of Mr. Wang Xiao Chuan and Mr. Liu
Hongjun as independent non-executive Directors at the conclusion of
the 2016 AGM, the number of independent non-executive Directors
reduced to two which is below the minimum number required
under Rule 3.10(1) of the Listing Rules. Mr. Liu Hongjun also ceased
to be a member of the Audit Committee following his retirement.
As a result, the Audit Committee comprised two members which
is below the minimum number required under Rule 3.21 of the
Listing Rules. Following the appointments of Mr. Sinn Wai Kin Derek
as independent non-executive Director and, among others, the
chairman of the Audit Committee, and Mr. Yao Yongjie and Mr. Ma
Jianwei as independent non-executive Directors and among others,
members of the Audit Committee on 25 July 2016, the Company
has fulfilled the requirement under Rule 3.10(1) and 3.21 of the
Listing Rules, which requires at least three independent non-executive
Directors and a minimum of three members in the Audit Committee
respectively.
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Corporate Governance Report
PEERRSE

MODEL CODE FOR DIRECTORS SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules. Having made specific enquiries of all Directors,
the Company confirmed that all Directors had complied with the
required standard set out in the Model Code throughout the year
under review.

ROLES AND RESPONSIBILITIES OF THE BOARD

The Board is responsible for the leadership and control of the
Company, and is responsible for setting up the overall strategy as well
as reviewing the operation and financial performance of the Group.
The Board reserved for its decision or consideration matters covering
overall strategy of the Group, major acquisitions and disposals,
annual budgets, annual and interim results, recommendations on
Directors’ appointment or re-appointment, approval of major capital
transactions and other significant operational and financial matters.
The management was delegated the authority and responsibility
by the Board for the daily management of the Group. In addition,
the Board has also delegated various responsibilities to the Board
committees. Further details of these committees are set out in this
report.

Board Composition

The Board currently consists of six Directors including one executive
Director, two non-executive Directors and three independent non-
executive Directors:

Executive Director
Ms. Zhao Wenijia (Chief Executive Officer)

Non-Executive Directors
Mr. Xu Lei
Ms. Gu Yawei

Independent Non-Executive Directors
Mr. Yao Yongjie

Mr. Ma Jianwei

Mr. Sinn Wai Kin Derek
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Apart from the marital relationship between Ms. Zhao Wenjia and
Mr. Xu Lei, the current Board members do not have other financial,
business, family or other material/relevant relationships with each
other. Such balanced Board composition is formed to ensure strong
independence exists across the Board and has complied with Rule
3.10A of the Listing Rules that the Board to have at least one-third
of its members comprising independent non-executive Directors. The
composition of the Board reflects the balanced skills and experience
for effective leadership.

All Directors have given sufficient time and attention to the affairs of
the Group. The executive Director has sufficient experience to hold
the position so as to carry out her duties effectively and efficiently.
The non-executive Directors and independent non-executive
Directors, who combine to offer diverse industry expertise, serve the
important function of providing relevant advise so as to assist the
management on formulation of business strategy and ensuring that
the Board maintains high standards of financial and other mandatory
reporting requirements as well as providing adequate checks and
balances for safeguarding the interests of Shareholders and the
Company as a whole. The biographical information of the Directors
are set out on pages 21 to 23 under the section headed “Biographical
Details of Directors”.

Board Diversity Policy

The Board has adopted on 16 October 2013 a board diversity
policy (the “Board Diversity Policy”) which sets out the approach
to achieve diversity on the Board. The Company recognizes that
increasing diversity at the Board level will support the attainment of
the Company'’s strategic objectives and sustainable development. The
Company seeks to achieve Board diversity through the consideration
of a number of factors, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The Board
delegated certain duties under the Board Diversity Policy to the
Nomination Committee. The Nomination Committee will review and
adopt the above measurements when it reviewed the composition of
the Board. After assessing the suitability of the Directors’ skills and
experience to the Company’s business, the Nomination Committee
considered that the existing Board were suitably qualified with
professional backgrounds and/or equipped with extensive expertise
for the purposes of providing direction to and oversight of the
Group's strategic and business in achieving its objectives.
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Directors” Training

According to the code provision A.6.5 of the CG Code, all directors
should participate in continuous professional development to
develop and refresh their knowledge and skills to ensure that their
contribution to the board remains informed and relevant. The
Audit Committee is delegated the responsibility by the Board of
reviewing and monitoring the training and continuous professional
development of the Directors and senior management.

All Directors have participated in continuous professional
development with respect to directors’ duties, relevant programmes
and seminars or had perused reading materials and updated
information in relation to business and industrial development/
regulatory update. The Directors provided a record of training they
received for the year ended 31 December 2016 to the Company.

Non-Executive Directors

The two non-executive Directors and the three independent non-
executive Directors are high caliber persons with diversified industry
expertise and academic/professional qualifications, bringing a
wide range of skills and experience to the Group and provide
strong support towards the effective discharge of the duties and
responsibilities of the Board. Each independent non-executive
Director gives an annual confirmation of his independence to the
Company, and the Company considers each of them is independent
under Rule 3.13 of the Listing Rules.

All non-executive Directors, including independent non-executive
Directors, are appointed for an initial term of one year which shall
be automatically renewable for successive term of one year upon the
expiry of the said term. Each of them shall subject to retirement by
rotation in accordance with the Bye-Laws.

Non-compliance with Rule 3.10(1) and 3.21 of the
Listing Rules

Following the retirement of Mr. Wang Xiao Chuan and Mr. Liu
Hongjun as independent non-executive Directors at the conclusion of
the 2016 AGM, the number of independent non-executive Directors
reduced to two which is below the minimum number required under
Rule 3.10(1) of the Listing Rules.

Mr. Liu Hongjun also ceased to be a member of the Audit Committee
following his retirement. As a results, the Audit Committee comprised
two members which is below the minimum number required under
Rule 3.21 of the Listing Rules.
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Following the appointments of Mr. Sinn Wai Kin Derek as
independent non-executive Director and among others, the chairman
of the Audit Committee, and Mr. Yao Yongjie and Mr. Ma Jianwei as
independent non-executive Directors and among others, members of
the Audit Committee on 25 July 2016, the Company has fulfilled the
requirement under Rules 3.10(1) and 3.21 of the Listing Rules, which
requires at least three independent non-executive Directors and a
minimum of three members in the Audit Committee respectively.

Chairman and Chief Executive Officer

The role of chief executive officer of the Company is currently
performed by Ms. Zhao Wenjia and the role of Chairman is currently
performed by the Board collectively. Further discussion can be found
in the section headed “Compliance with Corporate Governance
Practices” of this annual report.

Board Meetings

The Company planned in advance four scheduled Board meetings a
year at approximately quarterly interval and additional meetings will
be held as and when required. During the regular meetings of the
Board, the Board reviewed the operation and financial performance
and reviewed and approved the annual and interim results.

During the year ended 31 December 2016, the Board held 8 meetings
and the attendance record of each Directors at the Board meetings is
set out in the table on page 37 of this report. All Directors are given
an opportunity to include any matters in the agenda for regular Board
meetings, and are given sufficient time to review documents and
information relating to matters to be discussed in Board meetings in
advance.

Board minutes are kept by the Company Secretary and are open for
inspection by the Directors. Every Board member is entitled to have
access to Board papers and related materials and has unrestricted
access to the advice and services of the Company Secretary, and has
the liberty to seek external professional advice if so required.

General Meetings

During the year ended 31 December 2016, 2 general meetings of the
Company were held, being the 2016 AGM and the special general
meeting of the Company held on 7 November 2016. The attendance
record of each Directors at the general meetings of the Company is
set out in the table on page 37 of this report.
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The Board is responsible for maintaining an on-going dialogue with
Shareholders and in particular, uses annual general meetings or other
general meetings to communicate with them and encourage their
participation.

Board Committees

The Board has established the following committees with written
terms of reference, which are on no less exacting terms than those set
out in the CG Code:

e Audit Committee
e Remuneration Committee
e Nomination Committee

The Board also establish the Share Option Committee with written
terms of reference.

Each committee has authority to engage outside consultants or
experts as it considers necessary to discharge the committee’s
responsibilities. Minutes of all committees meetings are circulated
to relevant committees’ members and open for inspection by all
Directors. To further reinforce independence and effectiveness, each
of the Audit Committee, Nomination Committee, Remuneration
Committee and Share Option Committee have been structured to
include all or a majority of independent non-executive Directors.
Details of the committees are set out below.

Audit Committee

The Company established the Audit Committee in 1997 with written
terms of reference which was revised on 24 August 2012 and 31
December 2015. The terms of reference of the Audit Committee is
currently made available on the websites of the Stock Exchange and
the Company.

The Audit Committee currently comprises three independent non-
executive Directors as follows:

Mr. Sinn Wai Kin Derek (Committee Chairman)
Mr. Yao Yongjie
Mr. Ma Jianwei

Terms of reference of the Audit Committee adopted by the Board are
aligned with the code provisions set out in the CG Code.
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The Audit Committee was established to review the Group’s financial
controls, internal controls and risk management systems and make
relevant recommendations to the Board. The Audit Committee has
been chaired by an independent non-executive Director and all of the
Audit Committee members are independent non-executive Directors.
The chairman of the Audit Committee possesses appropriate
professional qualifications, accounting or related financial
management expertise as required under the Listing Rules.

The Audit Committee also responsible for making recommendations
to the Board on the appointment, re-appointment and removal of
the external auditor and to approve the remuneration and terms of
engagement of the external auditor, and any questions of resignation
or dismissal of such auditor; reviewing the external auditor’s
independence, the Group’s financial and accounting policies and
practices; reviewing the interim and annual reports and financial
statements of the Group; monitoring the corporate governance of
the Group including compliance with statutory and Listing Rules
requirements and overseeing the Company’s financial reporting
system, risk management and internal control systems including
the adequacy of resources, qualifications and experience of staff in
charge of the Company’s accounting, internal audit and financial
reporting function and their training arrangement and budget, and
internal control procedures.

The Audit Committee meets the external auditor regularly to discuss
any area of concern during the audit. The Audit Committee reviews
the Company’s annual report and interim report before submission to
the Board and to focus particularly on:

(i) any changes in accounting policies and practices;

(i) major judgmental areas;

(i) significant adjustments resulting from audit;

(iv) the going concern assumptions and any qualifications;

(v)  compliance with accounting standards; and

(vi) compliance with the Listing Rules and legal requirements in
relation to financial reporting.

During the year ended 31 December 2016, the Audit Committee held
4 meetings and the attendance record of each member of the Audit
Committee at the Audit Committee’s meetings is set out in the table
on page 37 of this report.
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During the year under review, the Audit Committee had performed  REIEFEN @ BEZEGEITANIIE:

the following work:

- reviewed the annual results for the year ended 31 December  —
2015 and the interim results for the six months ended 30 June
2016;

- reviewed the Company’s compliance with the CG Code and  —
disclosure in the Corporate Governance Report contained in the
annual report;

- discussed with management the risk management and internal -
control systems to ensure effective systems are in place;

- reviewed the financial controls, internal control and risk -
management systems of the Group;

- recommended to the Board of the appointment and re-  —
appointment of the auditor of the Company and the terms of its
engagement;

- discussed with the auditor the nature and scope of the audit, —
reporting obligations and audit planning before the audit
commences; and

- recommended to the Board of the engagement of external  —
professional parties to review the internal control and risk
management systems and the provision of environmental, social
and governance reporting services.
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The Company established the Remuneration Committee in 2005 AATR_EERFERITMNEES - I H
with written terms of reference. The terms of reference of the TEORESE FWNSES 2 BESHER
Remuneration Committee is currently made available on the websites — BT& &R EE R B J2 AR A R 484 o

of the Stock Exchange and the Company.
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The Remuneration Committee currently comprises five members as
follows:

Independent Non-executive Directors
Mr. Ma Jianwei (Committee Chairman)
Mr. Yao Yongjie

Mr. Sinn Wai Kin Derek

Executive Director
Ms. Zhao Wenjia

Non-executive Director
Mr. Xu Lei

Terms of reference of the Remuneration Committee adopted by the
Board are aligned with the code provisions set out in the CG Code.

The Remuneration Committee is chaired by an independent non-
executive Director. The Remuneration Committee is responsible to
make recommendations to the Board on the remuneration packages
of the Directors and senior management of the Company so as to
ensure that the Company attracts and retains the Directors and senior
management of the Company needed to run the Group successfully
and on the establishment of a formal and transparent procedure for
developing remuneration policy, and also, review the appropriateness
and relevance of the remuneration policy.

The Remuneration Committee has adopted the code provision
B.1.2(c)(ii) to make recommendations to the Board on remuneration
packages of individual executive Directors and senior management.

During the year ended 31 December 2016, the Remuneration
Committee held 2 meetings for considering the remuneration
packages of the Directors and reviewing the existing policy
and structure of the remuneration for the Directors and senior
management of the Company. The attendance record of each
member of the Remuneration Committee at the Remuneration
Committee’s Meetings is set out in the table on page 37 of this
report.
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The emoluments payable to Directors and senior management of the
Company will depend on their respective contractual terms under
the employment agreements, if any, and is fixed by the Board, with
authority given by the Shareholder at the general meeting, with
reference to the recommendations of the Remuneration Committee,
the performance of the Group and the prevailing market conditions.
Details of the remuneration of the Directors and senior management
of the Company are set out in note 11 to the consolidated financial
statements.

The remuneration of the senior management of the Company
(comprising Directors) for the year ended 31 December 2016, by band
is set out below:

SNTFEERARASREEENH ]
RRBEEEERE MR ZAEE OGER(W
B TEBERABRAG LEEER  AES
E2EFMEBE G2 HBESE  AKEZX
ARENTRERE - BEERARASRER
EBMlE < FRENGEMBRRMEN -

BE_Z—R"FTZA=+—HLEFELXR
FAERERE(BRERES) 2HFMizsHmeEE
DITWAT -

Number of individual

Remuneration band HFMEE AB
Nil to HK$1,000,000 Z%1,000,000/8 7T 13

Nomination Committee

The Company established the Nomination Committee with written
terms of reference which was revised on 16 October 2013. The terms
of reference of the Nomination Committee is currently made available
on the websites of the Stock Exchange and the Company.

The Nomination Committee currently comprises five members as
follows:

Independent Non-executive Directors

Mr. Sinn Wai Kin Derek (Committee Chairman)
Mr. Yao Yongjie

Mr. Ma Jianwei

Executive Director
Ms. Zhao Wenjia

Non-executive Director
Mr. Xu Lei

Terms of reference of the Nomination Committee adopted by the
Board are aligned with the code provisions set out in the CG Code.
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The Nomination Committee is currently chaired by the independent
non-executive Director. The Nomination Committee is responsible
to review the structure, size and composition (including the skills,
knowledge, experience and diversity of perspectives required) of
the Board and to make recommendations on any proposed changes
to the Board to complement the Company’s corporate strategy; to
identify suitably qualified individuals to become Directors; to assess
the independence of the independent non-executive Directors;
to make recommendations to the Board on the appointment or
reappointment of Directors and succession planning for Directors;
and to review the Board Diversity Policy and any measurable
objectives for implementing such Board Diversity Policy as may be
adopted by the Board from time to time and to review the progress
on achieving the objectives, and make disclosure of its review results
in the Corporate Governance Report.

During the year ended 31 December 2016, the Nomination
Committee held 1 meeting for reviewing the structure, size and
composition of the Board, considering the independence of
independent non-executive Directors and made recommendations
to the Board on the re-election of retiring Directors at the 2016
AGM. The attendance record of each member of the Nomination
Committee at the Nomination Committee’s Meeting is set out in the
table on page 37 of this report.
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Share Option Committee

The Company established the Share Option Committee with written
terms of reference which was adopted in 2004 and amended on 29
March 2012.

The Share Option Committee is responsible to implement and
administer the share option scheme(s) of the Company including to
deal with the issue and allotment of new Shares arising from the
exercise of options by grantees; to determine the number of Shares
to be offered to eligible participants; to recommend the subscription
price of the share options to the Board and to recommend to the
Board where it deems necessary, any amendment, modification,
addition, or deletion of the share option scheme(s) of the Company.

The Share Option Committee currently comprises five members as
follows:

Independent Non-executive Directors
Mr. Ma Jianwei (Committee Chairman)

Mr. Yao Yongjie
Mr. Sinn Wai Kin Derek

Executive Director
Ms. Zhao Wenjia

Non-executive Director
Mr. Xu Lei

During the year ended 31 December 2016, the Share Option
Committee did not hold any meeting.
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Attendance of the Directors and members of the Board committees F=n
for the year ended 31 December 2016 are set out below: &

EZE-RE+-A=+—HILEEES
EEZEeNREBNBERBEAHIMT

Share
Audit Remuneration = Nomination Option
General Board Committee’s Committee’s Committee’s Committee's
Name of Directors Meeting Meeting Meeting Meeting Meeting Meeting
ERZEE FMzEE REZEE BREZES
EEpE DEVN- ] L 2% L 23
Executive Directors
HITES
Zhao Wenijia (Note 1) N/A N/A
WX (1) 1 6/6 - 171 TER TER
Yang Liu (Note 2) N/A N/A N/A
BE(H2) 1 22 - E¥li TER TER
Lo Ka Wai (Note 3) N/A N/A
BERE(H3) TER 1 - 1/1 17N TER
Non-Executive Directors
FHTES
Xu Lei (Note 4) N/A N/A
RE(Ht4) 212 8/8 - 11 TER TER
Gu Yawei (Note 5)
B % (Hizts) 1 5/6 - - - -
Xu Ming (Note 6)
Gl ) 1 6/6 - - - -
Independent Non-executive Directors
BYFHTES
Yao Yongjie (Note 7) N/A N/A
KEA(HzE7) 1 4/6 13 11 TER TER
Ma Jianwei (Note 8) N/A N/A
SRE(H28) 0/1 5/6 33 11 TER TER
Sinn Wai Kin Derek (Note 9) N/A N/A
KRR (HH9) 1/1 6/6 33 1/1 T NER
Lai Ho Man, Dickson (Note 10) N/A
REX(Kzt10) 17 22 1/1 1N 17 TEf
Wong Lit Chor, Alexis (Note 11)
BXA(KEET1) 17 22 11 - - -
Wang Xiao Chuan (Note 12)
T&IN(HE12) 17 1/1 - 1N - -
Liu Hongjun (Note 13)
B (f5E13) 17 1/1 1/1 - 17N -

Total number of meetings

eEay 2 8 4 2 1 -
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Ms. Zhao Wenjia has been appointed as an executive Director, a member of
each of the Remuneration Committee, Nomination Committee and Share
Option Committee on 25 July 2016. Her attendances above were stated by
reference to the number of meetings held during her tenure.

Mr. Yang Liu has been appointed as a member of each of the Remuneration
Committee and Nomination Committee on 24 June 2016. Subsequently on
25 July 2016, Mr. Yang Liu resigned as executive Director. He also ceased
to be a member of each of the Remuneration Committee, Nomination
Committee and Share Option Committee following his resignation as
executive Director. His attendances above were stated by reference to the
number of meetings held during his tenure.

Mr. Lo Ka Wai resigned as executive Director on 24 June 2016, and
also ceased to be a member of each of the Remuneration Committee,
Nomination Committee and Share Option Committee following his
resignation as executive Director. His attendances above were stated by
reference to the number of meetings held during his tenure.

Mr. Xu Lei has been appointed as a member of each of the Remuneration
Committee, Nomination Committee and Share Option Committee on 25
July 2016. His attendances above were stated by reference to the number of
meetings held during his tenure.

Ms. Gu Yawei has been appointed as a non-executive Director on 25 July
2016. Her attendances above were stated by reference to the number of
meetings held during her tenure.

Mr. Xu Ming had been appointed as a non-executive Director on 25 July
2016 and resigned on 17 February 2017. His attendances above were stated
by reference to the number of meetings held during his tenure.

Mr. Yao Yongjie has been appointed as an independent non-executive
Director, a member of each of the Audit Committee, Remuneration
Committee, Nomination Committee and Share Option Committee on 25
July 2016. His attendances above were stated by reference to the number of
meetings held during his tenure.

Mr. Ma Jianwei has been appointed as an independent non-executive
Director, the chairman of each of the Remuneration Committee and Share
Option Committee, and a member of each of the Audit Committee and
Nomination Committee on 25 July 2016. His attendances above were stated
by reference to the number of meetings held during his tenure.

Mr. Sinn Wai Kin Derek has been appointed as an independent non-
executive Director, the chairman of each of the Audit Committee and
Nomination Committee, and a member of each of the Remuneration
Committee and Share Option Committee on 25 July 2016. His attendances
above were stated by reference to the number of meetings held during his
tenure.
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10.  Mr. Lai Ho Man, Dickson resigned as independent non-executive Director
on 25 July 2016, and also ceased to be the chairman of each of the Audit
Committee, Nomination Committee and Share Option Committee and
a member of the Remuneration Committee following his resignation as
independent non-executive Director. His attendances above were stated by
reference to the number of meetings held during his tenure.

11. Mr. Wong Lit Chor, Alexis resigned as independent non-executive Director
on 25 July 2016, and also ceased to be a member of the Audit Committee
following his resignation as independent non-executive Director. His
attendances above were stated by reference to the number of meetings held
during his tenure.

12. Mr. Wang Xiao Chuan retired as independent non-executive Director at the
conclusion of the 2016 AGM, and also ceased to be the chairman of the
Remuneration Committee following his retirement as independent non-
executive Director. His attendances above were stated by reference to the
number of meetings held during his tenure.

13. Mr. Liu Hongjun retired as independent non-executive Director at the
conclusion of the 2016 AGM, and also ceased to be a member of each of the
Audit Committee and Nomination Committee. His attendances above were
stated by reference to the number of meetings held during his tenure.

External Audit

The Company’s existing external auditor, ZHONGHUI ANDA,
performs independent statutory audit on the Group’s consolidated
financial statements for the year ended 31 December 2016. The
Audit Committee also has unrestricted access to external auditor as
necessary. The Company’s external auditor also reports to the Audit
Committee any significant weaknesses in the Group's internal control
system which might come to its notice during the course of audit.

Prior to the commencement of the audit of the Company, the Audit
Committee should be received written confirmation from the external
auditor on its independence and objectivity as required by the Hong
Kong Institute of Certified Public Accountants.

Members of the Audit Committee have been satisfied with the
findings of their review of the audit fees, process and effectiveness,
independence and objectivity of ZHONGHUI ANDA, and the Audit
Committee has recommended to the Board the re-appointment of
ZHONGHUI ANDA as the Company’s external auditor.

Auditor’s Remuneration

Total remunerations of HK$420,000 and HK$246,000 were paid/
payable to ZHONGHUI ANDA for its audit of the consolidated
financial statements of the Group for the year ended 31 December
2016 and non-audit services for the year ended 31 December 2016
respectively. The non-audit services mainly consists of acting as the
reporting accountant in respect of the Proposal.
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Company Secretary

The Company engaged an external professional company secretarial
services provider, Uni-1 Corporate Services Limited (“Uni-1"), to
provide compliance and full range of company secretarial services
to the Group in order to assist the Group to cope with the changing
regulatory environment and to suit different commercial needs.

Ms. Chan Pui Shan, Bessie (“Ms. Chan”), the representative of Uni-
1, was appointed as the Company Secretary of the Company on 10
December 2013.

Ms. Cheng Kit Sum, Clara, the Group Financial Controller of the
Company, is the primary point of contact at the Company for the
Company Secretary.

According to the requirements of Rule 3.29 of the Listing Rules,
Ms. Chan has taken not less than 15 hours of relevant professional
training during the year ended 31 December 2016.

Shareholders’ Rights

The general meetings of the Company provide an opportunity for
communication between the Shareholders and the Board. An annual
general meeting of the Company shall be held in each year and at
the place as may be determined by the Board. Each general meeting,
other than an annual general meeting, shall be called a special
general meeting.

Shareholders to convene a special general meeting
Shareholders may convene a special general meeting of the
Company according to the provisions as set out in the Bye-Laws
and the Bermuda Law. Members holding at the date of deposit of
the requisition not less than one-tenth of the paid up capital of the
Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition
to the Board or the Secretary of the Company, to require a special
general meeting to be called by the Directors for the transaction of
any business specified in such requisition; and such meeting shall
be called within two months after the deposit of such requisition. If
within twenty-one days of such deposit the Directors fails to proceed
to convene such meeting the requisitionists themselves may do so
in accordance with the provisions of the Bermuda Law by written
notice at least twenty-one days before the meeting takes place in like
manner as the annual general meeting of the Company.

Putting enquiries by Shareholders to the Board
Shareholders may send written enquiries to the Company at the
Company’s principal place of business in Hong Kong.
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Procedures for putting forward proposals by
shareholders at shareholders’ meeting

The number of members necessary for a requisition for putting
forward a proposal at a general meeting shall be:

(@) any number of members representing not less than one-
twentieth of the total voting rights at the date of the
requisition; or

(b)  not less than one hundred members.

A copy or copies of requisition signed by all requisitionists shall be
deposited, with a sum reasonably sufficient to meet the Company’s
expenses in giving notice of the proposed resolution or circulating any
necessary statement, at the Company’s registered office in the case
of:

(i)  a requisition requiring notice of a resolution, not less than six
weeks before the meeting; and

(i) any other requisition, not less than one week before the
meeting.

The Company will verify the requisition and upon confirmation that
the requisition is in proper and in order, the Board will proceed with
the necessary procedures.

Voting by Poll

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholder
at a general meeting must be taken by poll except where the
chairman, in good faith, decides to allow a resolution which relates
purely to a procedural or administrative matter to be voted on by a
show of hands. As such, all resolutions set out in the notice of the
forthcoming annual general meeting of the company will be voted by
poll.

The general meetings of the Company provide an opportunity for
communication between the Shareholders and the Board. The annual
report together with the relevant circular are distributed to all the
Shareholders at least 20 clear business days before the annual general
meeting.
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Constitutional Documents
There is no change in the Company’s constitutional documents
during the year ended 31 December 2016.

Investor Relations

The Company is committed to open and regular communication and
reasonable disclosure of information to its Shareholders. Information
of the Company is disseminated to the Shareholders in the following
manner:

- Delivery of annual and interim reports to all Shareholders;

- Publication of announcements on the annual and interim results
on the websites of the Stock Exchange and the Company, and
publication of other announcements and Shareholders’ circulars
in accordance with the continuing disclosure obligations under
the Listing Rules; and

- The general meeting of the Company is also an effective
communication channel between the Board and Shareholders.

INTERNAL CONTROL AND RISK MANAGEMENT
The Board’s Responsibilities for the Risk Management
and Internal Control Systems

The Board acknowledges its responsibility for overseeing the
risk management and internal control systems of the Group and
reviewing their effectiveness at least annually through the Audit
Committee. However, the Board recognizes that no cost effective
internal control and risk management systems will preclude all errors
and irregularities, as such systems are designed to manage, rather
than eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against
material misstatement or loss.
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Main Features of the Risk Management and Internal

Control Systems

The Group has established a governance structure with defined
levels of responsibility and reporting procedure, which enables risk
identification and escalation whilst providing assurance to the Board.
The governance structure and main responsibilities of each levels of
the structure are summarised below:-

Board

Audit Committee

provides leadership and control the
Company

set up the overall strategy as well as reviews
the operation and financial performance of
the Group

evaluates and determines risk appetite which
is, the nature and extent of risks the Group
willing to take in achieving the Group’s
strategic objectives

ensures sound and effective risk
management and internal control systems
are maintained

oversees and reviews the adequacy
and effectiveness of relevant financial,
operational and compliance controls and risk
management procedures that have been in
place

reviews the emerging risks of the Group
annually, and the risk management and
internal controls in place to address those
risks

reviews the effectiveness of the Group risk
management and internal control systems at
least annually, and such review should cover
all material controls, including financial,
operational and compliance controls
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Management

ensures the adequacy of resources, staff
qualifications and experience, training
programmes and budget of the Group’s
accounting and financial reporting functions

considers major findings on risk management
and internal control matters, and reports and
makes recommendations to the Board

designs, implements and ongoing assess
the Group’s risk management and internal
control systems

give prompt responses to, and follow up the
findings on risk management and internal
control matters raised by the external risk
management and internal control review
adviser(s)

provides confirmation to the Board and the
Audit Committee on the effectiveness of
the risk management and internal control
systems
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Operating Units — prepare their respective operating plans
pursuant to corporate objectives for

consideration

— identifies, evaluates and manages material
risks that may impact the achievement of
their business objectives

— monitors risks and takes actions to mitigate
the identified risks are developed for
implementation as well as for finalising the
budget and business objectives

In addition, the Company engaged risk management and internal
control review advisors to conduct annual review of the effectiveness
of the risk management and internal control systems for the
year ended 31 December 2016. Deficiencies in the design and
implementation of risk management and internal control systems
are identified and recommendations are reported to the Audit
Committee and the Board to ensure prompt remediation actions are
taken.

Process used to Identify, Evaluate and Manage
Significant Risks

The Group continues to drive improvements to the Group’s risk
management process and the quality of risk information generated,
while at the same time maintaining a simple and practical approach.
Instead of setting up a separate risk management department, the
Group seeks to have risk management features embedded within its
operations as well as functional areas.
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Methods used to identify risks include (i) enquire department heads
about their observations of risks and knowledge of risk management
procedures, (ii) review the company records, including, but not
limited to, minutes and written resolutions, management plans
and reports, policies, agreements, etc. to spot risk exposures of the
Group, (iii) engage enteral professional parties to identify any risk
exposures, and (iv) discuss with the Group’s personnel to better
understand the extent of the risks. Analysis, evaluation, management
and monitoring of risks shall then be conducted.

In achieving sound and effective risk management and internal
control systems, employees are obliged to respect all applicable
legislation, rules and regulations, and to follow certain policies and
procedures, for example, Internal Control Policies and Procedures
Manual and the Group’s Code of Conduct and Business Ethics.

Whistleblowing Policy

The Audit Committee establishes a whistleblowing policy, whereby
employees and those who deal with the Company (e.g. customers
and suppliers) to raise concerns about possible improprieties in
any matter relating to the Company without fear of reprisal or
victimization, in a responsible and effective manner. Written
complaints can be lodged directly to the chairman of the Audit
Committee and/or make a copy to the Group Financial Controller
of the Company. The chairman of the Audit Committee will then
convene a meeting to decide whether and/or how to carry out any
necessary investigation and, depending upon the circumstances,
consider to nominate investigating officer or set up a special
committee to investigate the matter independently.
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Process used to Review the Effectiveness of the Risk
Management and Internal Control Systems and to
Resolve Material Internal Control Defects

Risk management report and internal control review report are
submitted to the Audit Committee and the Board annually. The
Board, through the Audit Committee, had performed annual review
on the effectiveness of the Group's risk management and internal
control systems, including, but not limited to, (i) the changes in the
nature and extent of significant risks and the Company’s ability to
respond to changes in its business and the external environment, (ii)
the scope and quality of management’s ongoing monitoring of risks
and of the internal control systems, (iii) the extent and frequency of
communication of monitoring results to the Audit Committee and
the Board which enables them to assess control of the Company and
the effectiveness of risk management, (iv) significant control failings
or weaknesses that have been identified, and (v) the effectiveness
of the Company’s processes for financial reporting and Listing Rules
compliance.

For the year ended 31 December 2016, the Board considered the risk
management and internal control systems are effective and adequate.
No significant areas of concern that might affect the financial,
operational, compliance controls, and risk management functions
of the Group were identified. The scope of this review covers the
adequacy of resources, qualification and experience of staff of the
Group's accounting and financial reporting functions and their
attitude against internal control of the Group.
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Procedure and Internal Controls for the Handling and
Dissemination of Inside Information

The Group has no written policy but certain measures have been
taken from time to time to ensure that proper safeguards exist to
prevent a breach of a disclosure requirement in relation to the Group,
which include the following:

- The access of information is restricted to a limited number of
employees on a need-to-know basis. Employees who are in
possession of inside information are fully conversant with their
obligations to preserve confidentiality.

- All employees are required to strictly adhere to the
employment terms regarding the management of confidential
information.

In addition, all employees are required to strictly adhere to the rules
and regulations regarding the management of inside information,
including that all employees who, because of his/her office or
employment, is likely to be in possession of inside information in
relation to the Company, are required to comply with the Model
Code.

The Group complies with requirements of SFO and the Listing Rules.
The Group discloses inside information to the public as soon as
reasonably practicable unless the information falls within any of the
safe harbours as provided in the SFO. Before the information is fully
disclosed to the public, the Group ensures the information is kept
strictly confidential. If the Group believes that the necessary degree
of confidentiality cannot be maintained or that confidentiality may
have been breached, the Group would immediately disclose the
information to the public. The Group is committed to ensure that
information contained in announcements or circulars are not false or
misleading as to a material fact, or false or misleading through the
omission of a material fact in view of presenting information in a clear
and balanced way, which requires equal disclosure of both positive
and negative facts.

Internal Audit Function

The Group has conducted an annual review on whether there is a
need for an internal audit department. Given the Group’s relatively
simple corporate and operation structure, as opposed to diverting
resources to establish a separate internal audit department, the
Board, supported by the Audit Committee, is directly responsible for
risk management and internal control systems of the Group and for
reviewing its effectiveness.
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Directors’ Responsibilities for the Consolidated Financial
Statements

The Directors acknowledge their responsibilities to prepare the
Company’s account for each financial period which give a true and
fair view of the state of affairs of the Group and of the results and
cash flows for that period. In preparing the consolidated financial
statements for the year ended 31 December 2016, the Board has
selected suitable accounting policies and applied them consistently;
made judgments and estimates that are prudent, fair and reasonable
and prepared the accounts on a going concern basis. The Directors
are responsible for taking all reasonable and necessary steps to
safeguard the assets of the Group and to prevent and detect fraud
and other irregularities.

The Director adopted the going concern basis in the preparation
of consolidated financial statements on the assumption that the
Proposal will be successfully completed, and that, following the
completion of the Proposal, the Group will continue to meet in full its
financial obligations as they fall due in the foreseeable future.
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Environmental, Social and Governance Report

B G RERWE

INTRODUCTION

The Group is committed to building an environmentally-friendly
corporation in the times of increasing pollution, climate change and
social injustice. We consider social and environmental responsibilities
as one of the core values in our business operations, we strive for
greater sustainability and transparency, as well as to deliver products
that foster a sustainable environment for future generation.

This report summarizes several subjects of the Group’s business
practices for the ESG and its relevant implemented policies and
strategies in relation to the Group’s operational practices and
environmental protection.

The reporting period of this report is from 1 January 2016 to 31
December 2016.

REPORTING FRAMEWORK

The ESG Report was prepared based on “Environmental, Social and
Governance Reporting Guide” under Appendix 27 to the Listing
Rules.

REPORTING SCOPE

The report content is focused largely on the Group’s operations,
including the headquarter office in Hong Kong and all of its operation
offices, unless stated otherwise. The Hong Kong operations represent
the majority of the Group’s social, environmental and economic
impacts.

MATERIALITY ASSESSMENT

We have maintained close communication with our stakeholders
since our listing. Through multiple discussions and direct
communications, we understand the issues that matter most to our
stakeholders.

The recognition of sustainable development and environmental
reform are the most fundamental elements to the operation of
the Group; as well as the relationship and happiness of all our
stakeholders play an undeniably important role in our Group’s
operation.

The Group is dedicated to fair and equal treatment in all areas
of human resources, including recruitment and promotion,
compensation and dismissal, working hours, benefits and welfare.
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ENVIRONMENTAL SUSTAINABILITY

The Group is committed to fulfill sustainable development
and promote preservation of resources with its environmental
responsibility. We strictly comply with all appropriate laws
and regulations of Environmental Protection Department, and
always uphold the principle of equal emphasis on operation and
environmental protection.

Environmental Protection

We understand that all stages generate wastes for the environment
and, if not treated responsibly, much pollution would be generated
for our future generation. Thus, the Group is fully devoted to the
implementation of all kind of measures and policies to better control
the adverse impact of the business on the ecological environment.

The Group is committed to protecting and sustaining the
environment through reduced consumption of electrical power and
paper use at the office.

Emission

The Group’s major greenhouse gas emissions come from the use
of electricity, including lighting system, air-conditioning and office
equipments. In order to reduce our collective carbon footprint and
toxic emission in the atmosphere, we have installed energy-efficient
lighting system in our headquarter office; our lights are shut off
during non-working hours by automatic controls, it reduces both
electrical consumption and as well as maintenance expenses. Our
employees are highly encouraged to switch off their computers and
other office equipments when not utilized which fosters a culture of
energy awareness.
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Use of Resources

The Group has actively practicing green management in the office;
our objectives are to use resources efficiently and to cultivate an
environmental awareness among office workers, who consume large
amounts of paper daily.

The Group encourages its employees to print only when necessary to
reduce paper wastage and to help cut energy required to run printer,
as well as promote double-sided printing. We also recycle all used
toner cartridges by returning them to respective suppliers for reuse.
Used paper constitutes the majority of waste in our headquarter
office, which comprised of office paper and poster. A corner in the
general office is designated for disposing waste paper. It is generally
collected by recyclers, who will process and directly recycle at paper
mills.

Waste Management

With the aim of minimizing the impact of its business operation on
the environment, the Group implements measures for environmental
protection, including using energy efficient appliances and
equipment to achieve additional energy savings and reduce gas
emissions, operating lighting control systems for regional power
supply based on actual need and recycling used papers regularly.

The waste produced by the Group’s operation is mainly generated
in the daily life and by the operation of the office, including
paper, plastic, glass, and kitchen waste. The Group assigned an
administrative staff to manage and transport the wastes and
recyclables for both Garbage and Recycled Waste pick-ups.

The staff duties include but not limited to the following:

o Organizing, maintaining and cleaning the garbage and recycled
waste holding areas.

o Sorting recycled waste into appropriate receptacles, educating

employees on sorting methods if needed.

o Placing appropriate signage on walls and bins, stating what type
of waste or recyclable should be placed in the bin.

o Ensure that no garbage is to be placed on building colonnade
areas.
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Environmental, Social and Governance Report

SOCIAL RESPONSIBILITY

As the Group that does not own production facilities, the Group
relies on external partners to manufacture technical products. We
believe building strong, lasting relationships with our employees
and suppliers is a first step towards this goal. Moreover, an honest
and authentic dialogue with our consumers is indispensable to be a
responsible organization and partner to our stakeholders.

Labour Standards

Most of staff employed by the Group is located in Hong Kong. The
Group established and implemented a “Staff Handbook” which
contains the policies relating to relevant labour laws, regulations and
industry practices, covering areas such as compensation, dismissal,
promotion, working hours, recruitment, rest periods, diversity and
other benefits and welfare.

The Company works to ensure an equal and fair working
environment. The Group has strictly complied with the labour
legislation and does not tolerate any form of sexual harassment,
harassment and abuse in the workplace, which is a violation of
Employment Ordinance law in Hong Kong.

The prohibition of child labour and anticorruption practices are also
set in accordance with all relevant laws and regulations that applied
in Hong Kong. The Group has strictly complied with the all laws and
regulations throughout the year ended 31 December 2016.

Employment and Remuneration Policies

In order to maintain the best people in our group, we invest in
our employees. Employees of the Group are remunerated at a
competitive level and are rewarded according to their performance
and experience. Our senior management is entitled to receive
housing allowance. The promotion and remuneration of the
Group’s employees are subject to review regularly. Remuneration
packages for our employees include basic salary, medical scheme, life
insurance, mandatory provident fund and discretionary bonus.

The Group also discourages and disallows any behavior that violates
the regulations under the Staff Handbook. Offenders will receive
warning, and the Group has the right to terminate employee contract
with offenders for serious violations.

During the reporting period, the Group did not find significant
violations of laws and regulations relating to human resources.

R R REARE

HEEME

AEEVEEREERE - HEERBEINEDBH
SUERMER - HFIEE - BRERHER
BYEBRANBER  DEKEHRENE
2—F o s BHBENEERZMER -
THERABELERFNENEHTE A
HREE -

LT IZE
AEBMEROADHETHMRES - A%
BHTEERNTEIFEM] - B H5IE
R TER] - 80 RITEBOIMBE  BE
T - BE-BAIK - BE-KEB- %
TEAE A R EL A )26 B2 B R 2 S (B -

ARAPBOHERTEREAFALE - A&E
MEBABETS AN  BIRFLBRERS
BRERBEMNTAZALEERE REEMEQ
ERREM -

BRREBBNAEBECERGTEELR
HBEBTRRESHNHRE  MAKEREEZ
E-RFEtT-_A=t—HLFE—EHKE
STRTBIER AR o

VE 17 2 3 BN i 7R
RTREEREERRAT  HANEES

ERREIR ° ANEE & 8 & B =50 AR
FHHKE  EERARRRERERES -
EREEEAEREARERM AKEETE
HMERERENEFBREFTFMH - 88 o5
FBREREAFE BEE - ASRR
BEENTEE REBBIEA -

AEBIABYZILEMERETFMRE
HTTR - R ABLRAS KD ESE R
MIEREE  AEEBARKIEEAETTIME
BAH -

RHEHHE AEEYEXREEERAN
BIRMEREDI MR DI E A o

Annual Report 2016 % 53

/////



— —
—

Environmental, Social and Governance Report
R - e MERAWRE

Health and Safety

The Group prides itself on providing a safe, effective and congenial
work environment as we believe that employees are the valuable
assets of an enterprise and regards human resources as its corporate
wealth. The Group has developed healthcare system that offers
a comprehensive health care coverage for our employees to
be healthier, happier and more productive. With our adequate
arrangements, training and guidelines, we ensure the working
environment is healthy and safe.

In addition, we have continued to organize work-life balancing
activities for employees, implemented green projects at our own
premises and carried out other activities to promote healthy living
practices. Health and safety communications are provided to
employees to present the relevant information and raise awareness of
occupational health and safety issues.

During the reporting period, the Group did not find any case of
violations of laws and regulations in relation to the health and safety
of the workplace.

Development and Training

The Group regards its staff as the most important asset and resources
of the Group as they help to sustain its core values and culture. The
Group is committed to providing comprehensive on-the-job training
programs, which collectively serve as a platform for its staff to
encourage our staff to develop potential and self-improvement.

The Group has offered training activities and encouraged its staff
to attend external training courses to develop personal skills. For
continuous professional training, the Group has outsourced training
courses to its staff. The training offered by the Group includes
operation management and leadership skills, and occupational health
and safety.
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Employment

The Group is an equal opportunity employer and does not
discriminate on the basis of personal characteristics. The staff
handbook outlines the terms and conditions of employment,
expectation for employees’ conducts and behaviors, employees’
rights and benefits. We establish and implement policies that
promote a harmony and respectful workplace. With the aim of
ensuring fair and equal protection for all employees, the Group has
zero tolerance on sexual harassment or abuse in the workplace in any
form, which is a violation of Hong Kong law.

The Group strictly prohibits the employment of children or forced
labour and sets out the policies in our labour code to eradicate child
labour, juvenile workers and forced labour. The Human Resources
Department will also conduct a comprehensive recruitment review
process to ensure that the data provided by the candidates are
accurate and will regularly review the existence of employment of
children and forced labour.

During the reporting period, the Group did not find any cases
of violation of laws and regulations relating to the prevention of
children or forced labour.

OPERATING POLICIES

The Group established supplier management system to ensure
operations is fully complied with Hong Kong laws and regulations in
relation to social and environment aspects in the most sustainable
manner.

Fair and Open Competition

The Group promotes fair and open competition that aims to develop
long-term relationships based on mutual trust. We ensure that
all parties involved in the procurement process participate fairly,
honestly and in good faith. We recognize that adherence to the
principles of competition is essential to the maintenance of the
integrity of the procurement process.

Public Interest and Accountability

The procurement from suppliers or services providers is conducted
in a manner consistent with the highest ethical standards. This helps
ensure high products quality at all times to gain the confidences of
customers, suppliers and the public.
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Anti-corruption

The Group is committed to achieving and maintaining the highest
standards of openness, probity and accountability. Employees
at all levels are expected to conduct themselves with integrity,
impartiality and honesty. It is every employee’s responsibility and it
is all interest of the Group to ensure that any inappropriate behavior
or organizational malpractice that compromises the interest of the
shareholders, investors, customers and the wider public does not
occur.

The Group operates a Whistleblowing Policy to assist whistleblowers
to report serious concerns about any malpractice which he/she
has aware or genuinely suspects that the company has been or
may become involved in through a confidential reporting channel.
Whistleblowers can make a formal complaint direct to the chairman
of the Audit Committee and/or make a copy to the Group Financial
Controller of the Company. The chairman will determine the
appropriate subsequent investigation after committee meeting.
All reported cases are handled confidentially and independently.
Employees will not suffer any form of intimidation, reprisal,
retaliation or adverse reaction organizationally as a consequence of
reporting a concern.

During the reporting period, the Group did not find any cases that
violated the relevant laws and regulations.

COMMUNITY INVOLVEMENT

As a corporate citizen, the Group is committed to participate in the
community events to the improvement of community well-being
and social services. The Group believes that by encouraging staff to
participate in a wide range of charitable events, concerns for the
community will be raised and boosted, which would inspire more
people to take part in serving the community.

SUSTAINABILITY

The Group understands the importance of achieving economic,
environmental and social sustainability for the long term success
of our business. Our sustainability guidelines lay out our principle
and action for managing and performing ethically and sustainably,
throughout our operational flow. The Group will continue to deliver
safe and quality technical products served by our enthusiastic team
members, without endangering the environment. We will also
continue to provide hearty service to our customers and contribute
back to the community.
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Independent Auditor’s Report
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ZHONGHUI
INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
HAN TANG INTERNATIONAL HOLDINGS LIMITED
(Incorporated in the British Virgin Islands and continued in Bermuda

with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of Han Tang International Holdings Limited and its subsidiaries
(collectively referred to as the “Group”) set out on pages 60 to 127,
which comprise the consolidated statement of financial position as at
31 December 2016, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the matters
described in the Basis for Disclaimer of Opinion section of our report,
we have not been able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these consolidated financial
statements. In all other respects, in our opinion, the consolidated
financial statements have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR DISCLAIMER OF OPINION

(@)  Property, plant and equipment-Construction-in-
progress
We were unable to obtain sufficient appropriate audit
evidence to satisfy ourselves as to the recoverability and the
control rights of the construction-in-progress included in
the property, plant and equipment of HK$246,880,000 as
at 31 December 2016. There are no other satisfactory audit
procedures that we could adopt to determine whether any
allowance for non-recovery of the amount should be made in
the consolidated financial statements.

Any adjustment to above figure might have a significant
consequential effect on the consolidated financial
performance for the year ended 31 December 2016 and the
consolidated financial position as at 31 December 2016.
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(b)  Going Concern

We draw attention to note 3 to the consolidated financial
statements which mentions that the Group incurred a loss
of approximately HK$76,567,000 for the year ended 31
December 2016 and as at 31 December 2016 the Group has
net current liabilities of approximately HK$16,223,000. These
conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to
continue as a going concern. The consolidated financial
statements have been prepared on a going concern basis
on the assumption that the proposed restructuring of the
Company will be successfully completed, and that, following
the restructuring, the Group will continue to meet in full its
financial obligations as they fall due in the foreseeable future.
The consolidated financial statements do not include any
adjustments that would result from a failure to complete the
restructuring. We consider that the disclosures are adequate.
However, in view of the extent of the uncertainty relating to
the completion of the restructuring, we disclaim our opinion
in respect of the material uncertainty relating to the going
concern basis.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

Our responsibility is to conduct an audit of the Group’ s consolidated
financial statements in accordance with Hong Kong Standards on
Auditing issued by the HKICPA and to issue an auditor’s report.
However, because of the matters described in the Basis for Disclaimer
of Opinion section of our report, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on
these consolidated financial statements.

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code”), and we
have fulfilled our other ethical responsibilities in accordance with the
Code.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Fong Tak Ching
Audit Engagement Director

Practising Certificate Number P06353

Hong Kong, 20 March 2017

Independent Auditor’s Report
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

2016 2015
—E—-REF —E—hF
Notes HK$’000 HK$'000
Bt & FHExT FHET
Revenue g 8(a) - 28,844
Cost of sales SHERAK - (25,927)
Gross profit ER - 2,917
Other revenue and other net income  HUkz R E M FUWA 8(b) 614 724
Administrative expenses THEX (25,706) (26,288)
Impairment loss on prepayment WYX - RERZEN
for acquisition of property, ENREZRERER
plant and equipment (10,000) -
Impairment loss on trade and BWE S REAMRIEZBE
other receivables &g (33,706) -
Impairment loss on property, ME - BERRKREZ
plant and equipment WEEE - (130,932)
Finance costs BE A 9 (7,769) (7,736)
Loss before taxation BFATEE (76,567) (161,315)
Income tax FrEH 12 - -
Loss for the year FEEE 10 (76,567) (161,315)
Attributable to: BUF A4S :
Owners of the Company KATEEB A (76,287) (124,871)
Non-controlling interests FERER (280) (36,444)
Loss for the year FEBE (76,567) (161,315)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

fre B A ek

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

2016 2015
—E-ARF —ZT-hF
Notes HK$'000 HK$'000
LiEz3 FET FHET
Items that may be reclassified HEWHREHIER
subsequently to profit or loss: BEzEA
Exchange differences on translation of [ft/& 2 8B E®/E
subsidiaries’ financial statements ZBEERERE (16,653) (16,620)
Total other comprehensive loss Hi2mEEEELE (16,653) (16,620)
Total comprehensive loss for the year FE2EEISHELE (93,220) (177,935)
Attributable to: BT AL :
Owners of the Company KAREBA (88,247) (136,935)
Non-controlling interests FERER (4,973) (41,000)
Total comprehensive loss for the year FEZXHEESEHASE (93,220) (177,935)
Loss per share BREE
(Hong Kong cents) (FBAl)
- Basic —HER 13(a) (48.2) (79.0)
- Diluted - 13(b) (48.2) (79.0)

The accompanying notes form part of these consolidated financial
statements
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Consolidated Statement of Financial Position

ira SN R
At 31 December 2016
RZE—RF+ZA=+—H

2016 2015
—E—REF —E—RF
Notes HK$'000 HK$'000
P 5T FHET TET
ASSETS AND LIABILITIES EERAERE
Non-current assets IRBEE
Property, plant and equipment ME - B MR 15 249,489 270,097
Prepaid land lease payments TR+ AR & RKIE 16 - 11,704
Prepayment for acquisition of property, WY - 5
plant and equipment RAETET B - 10,000
Goodwill RS 18 378 378
Total non-current assets EREBEEHE 249,867 292,179
Current assets uu.i’)ﬁé
Inventories FE 19 10,000 -
Trade and other receivables RIS 5 R H 2R 20 6,389 52,017
Cash and cash equivalents BENBSZEY 21 5,163 1,317
Total current assets MBEEME 21,552 53,334
Current liabilities REEE
Trade and other payables f‘ﬁ‘”%&,ﬁ\ﬁﬂ 22 18,386 12,107
Borrowings Bk 25 18,650 -
Convertible bonds AR E & 23 - 14,728
Finance lease payables ENRERSE 24 739 1,607
Total current liabilities RBAEARE 37,775 28,442
Net current (liabilities)/assets RE(EE) BEEFE (16,223) 24,892
Total assets less current liabilities BEALERREBAR 233,644 317,071
Non-current liabilities FREBEE
Other payables ﬁf‘@ﬁgﬁm 22 1,259 993
Borrowings & 25 81,480 77,708
Finance lease payables ENBERE 24 434 1,532
Amount due to a director BN —REERE 26 6,853 -
Total non-current liabilities FRBEERARE 90,026 80,233
Net assets EEBE 143,618 236,838
EQUITY =
Share capital A& A 27 1,581 1,581
Reserves f#E 29 75,149 163,396
Equity attributable to owners PAN/NCIEZ 2N
of the Company FEhE 76,730 164,977
Non-controlling interests VR FE 66,888 71,861
Total equity =5 143,618 236,838
Approved and authorised for issue by the Board on 20 March 2017. AEEFenN _ZE—+tHF=A-+tBEHELEK
MET)EE o
Zhao Wenjia Xu Lei
H S {E #®"E
Director Director

BEMT 2 BT T 1B A% Thn & I &K 2 — 807

The accompanying notes form part of these consolidated financial
statements
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Consolidated Statement of Changes in Equity
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For the year ended 31 December 2016

HE-_ZT—XR"F+-A=1+—HILLFE
Attributable to owners of the Company
AATREARE
Equity Foreign
component of currency Non-
Share Share  convertible Capital ~ translation Contributed Accumulated controlling Total
capital ~ premium bonds reserve reserve surplus losses  Sub-total interests Equity
TERES AaE
Bx  ROEE REDS EAER i EEBR ZHEE Mt OFEREE  #BE
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
T T T TR TR TR TR TR TEn TEn
Note 29(a) Note23  Note29(b)  Note29(c)  Note 29(d)
W MEB3 RS R0 HEN)
At 1 January 2015 R-E-15-A-A 1,581 230325 2,063 1,553 5,592 109,665 (49,067) 301,912 112,861 14773
Changes in equity for 2015: “E-IEREEE:
Loss for the year 5EEE - - - - - (14871 (124871 (36444 (161319)
Other comprehensive oss: Lfp2EEE:
Bxchange differences on translation of: BEENZS:

- Subsidiaries' financial statements -HELAEEER - - - - (12,064) - - (12,084) (4556) (16,620)
Total comprehensive loss 2EEREE - - - - (12,004 - (124871 (136935 (41,0000 (177,939)
At 31 December 2015 R-ZE-TE+-A=1-R 1,581 230325 2,63 1,553 (6472) 109,665  (173938) 164,977 71,861 236,838
At 1 January 2016 RZF-RE-A-H 1581 230325 2283 1553 (6472) 109665  (173938) 164977 71861 236,838
Changes in equity for 2016: “EB-RERESE:

Loss for the year EEER - - - - - - (76281 (76,87) (280)  (76,567)
Other comprehensive loss: Afb2EER:
Exchange differences on translation of: BEELES:

- Subsiciaries' financial statements -HEATEHRR - - - - (11.90) - - (11960 (46%3)  (16,653)
Total comprehensive loss EFEAE - - - - (11,960) - (16280 (88247)  (4973)  (93.20)
Transfer to accumulated losses EREZHER - - (2,263) - - - 2,263 - - -
At 31 December 2016 RZE-AE+ZA=1-R 1,581 230,325 - 1,553 (18432) 109,665  (247,962) 76,730 66,888 143,618
The accompanying notes form part of these consolidated financial BENT 2 B T AL 3% 4w A Bl I 3R 7 7 — 284>

Statements
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Consolidated Statement of Cash Flows
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mERETIMER
For the year ended 31 December 2016
HE-_T-—RE+-A=+—HILFE
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2016 2015
—E-RF —E—AF
HK$'000 HK$'000
FERT FET

Operating activities R
Loss before taxation BRELATEE (76,567) (161,315)
Adjustments for: MUATER AR
Depreciation e 1,895 2,331
Amortisation of prepaid land lease TEAT + 0 FH & R IE 8

payments 117 248
Finance costs RbE R 7,769 7,736
Waiver of amounts due to former AR FE AT RIBY B A RIRUE

subsidiaries - (722)
(Gain)/loss on disposals of property, HEWE - BEREEZ

plant and equipment, net (M=) EBFsE (11) 73
Gain on disposal of prepaid land lease HEFERN T HHERAE Y

payments e zs (350) -
Written off of property, plant and WEEE - BB MR E

equipment 9 -
Impairment loss on prepayment for WM  BEREESN

acquisition of property, plant and TEfTFRIE 2 REEE

equipment 10,000 -
Impairment loss on trade and other FEWE 5 R E MR IE 2

receivables BIEEE 33,706 -
Impairment loss on property, M - WERE#E

plant and equipment WIEEE - 130,932
Interest income FEWA (3) (1)
Operating loss before working capital LEESEIR KL

changes (23,435) (20,718)
Decrease/(increase) in trade and other FEWE 5 N H A Ia

receivables B, (g ) 10,917 (3,563)
Increase in inventories FEEM (10,000) -
Increase in trade and other payables FENE 5 N E b ZIEE N 4,762 5,108
Cash used in operations REFMAZRS (17,756) (19,173)
Interest paid BRFLE (4,284) (3,194)
Net cash used in operating activities REXKFACRE T (22,040) (22,367)
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Consolidated Statement of Cash Flows
meEReRER

For the year ended 31 December 2016
BE-_Z—XRE+-A=+—HIFE

2016 2015
—B-REF —E-hfF
HK$'000 HK$'000
FET FHT
CASH FLOWS FROM REXBZHRERE
INVESTING ACTIVITIES
Purchase of plant and equipment BERE MEE (35) (82)
Proceeds from disposal of HERNLHERIE Y
prepaid land lease payments Fr8 3R 11,662 -
Proceeds from disposals of property, HEWE - BEREEZ
plant and equipment Fr8 508 444 5
Interest received 2T B 3 1
Net cash generated from/(used in) REEBFRE(FiH)zZ
in investing activities REFHE 12,074 (76)
CASH FLOWS FROM MEXB2RERE
FINANCING ACTIVITIES
Repayment of loan from a non-controlling  fEi& B A 7 IEIEA AL 2
shareholder of a subsidiary B (11,662) —
Proceeds from issue of other bonds BITHMEFFSHRIEA 20,911 15,500
Repayment of finance lease payables EBEEMNHERE (1,355) (1,114)
Loan from a director RE—BEEZER 6,853 -
Loans from a shareholder RE—BREZER 6,050 1,000
Loan from a third party RE—BE=FZER 4,664 -
Repayment of convertible bonds BEARRES (2,000) -
Repayment of other loans BEEMER (9,900) -
Net cash generated from financing REXBRBZRLEE
activities 13,561 15,386
Net increase/(decrease) in cash REeRBESEEY
and cash equivalents ®w R BE 3,595 (7,057)
Cash and cash equivalents at FUzReRESEEY
beginning of year 1,317 8,382
Effect of foreign exchange rate ERSE 2%
changes 251 (8)
Cash and cash equivalents at end FRzRERESZEEY
of year 5,163 1,317
Analysis of balances of cash and ReRREFEMERDT
cash equivalents
Cash and cash equivalents HERIBLZEEM 5,163 1,317

The accompanying notes form part of these consolidated financial — BEM .2 HIiiEKZ EirE HF#RE 2 — &7

statements
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CORPORATE INFORMATION

The Company was incorporated in the British Virgin Islands
(the “BVI") on 17 February 1994 and continued under the
laws of Bermuda by migration of its domicile to Bermuda on 21
October 1994. The Company was registered in Hong Kong as
an overseas company pursuant to the Hong Kong Companies
Ordinance on 24 May 1999.

The registered office and principal place of business in Hong
Kong are as follows:

Clarendon House
2 Church Street
Hamilton HM11
Bermuda

Registered office

Principal place of
business in Hong Kong

Suite 5207, 52/F
Central Plaza

18 Harbour Road
Wanchai

Hong Kong

PRINCIPAL ACTIVITIES

The Company is principally engaged in the business of
investment holding.

During the year ended 31 December 2016, the Group is principally
involved in (i) manufacturing of semiconductors; and (ii) the
trading of semiconductors/electronic products/components and
timber.

Han Tang International Holdings Limited SZEBERZERERA
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Notes to the Consolidated Financial Statements

BASIS OF PREPARATION

The Group had incurred loss of approximately HK$76,567,000
for the year ended 31 December 2016 and as at 31 December
2016 the Group had net current liabilities of approximately
HK$16,223,000. These conditions indicates the existence of a
material uncertainty which may cast significant doubt on the
Group's ability to continue as a going concern. Therefore, the
Group may be unable to realize its assets and discharge its
liabilities in the normal course of business.

As the Company was unable to demonstrate that it had
sufficient operations or assets as required under Rule 13.24
of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”), the Stock Exchange placed the Company
into the first and second delisting stages on 8 May and 11
November 2015 respectively. At the end of the second delisting
stage on 10 May 2016, the Company did not provide a viable
resumption proposal. Therefore, the Stock Exchange has place
the Company into the third delisting stage under Practice Note
17 to the Listing Rules, which commenced on 8 June 2016.

The Company submitted the resumption proposal to the Stock
Exchange which involves, among others, (i) the proposed
acquisition interest in a power and heat supply business in the
People’s Republic of China with emphasis on energy saving
and environmental protection (the “Acquisition”) and (ii) a
proposed disposal of the Group’s entire interest in IC Spectrum
(Kunshan) Co., Limited, an indirect 72.79%-owned subsidiary
of the Company (“1CSC"). The Acquisition constitutes a
connected transaction, a very substantial acquisition and a
reverse takeover of the Company under the Listing Rules
and will be subject to the reporting, announcement and
independent shareholders’ approval requirements pursuant to
the Listing Rules and approval of the new listing application of
the Company by the Stock Exchange.

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE
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REBRHBEE -_ZT—XNF+-A
=+ — B 1% E E % 476,567,000
BELZER MAEER_Z—X~F
T+ A=+ HHARBHAEBEFEFENE
16,223,0008 7T - ZERNBE R FHEE
ATHETEZE - A A EBEERFE
CERRE B E R M - Bt - A%
B RERNE —REKBEFRERH
BENBGRERRE -

ARADRTEREREFATER AR
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
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BASIS OF PREPARATION (Continued)

On 17 February 2017, the Company received a letter from the
Stock Exchange, which stated that the Stock Exchange agreed
to allow the Company to submit a new listing application
relating to the resumption proposal on or before 30 April 2017.
If the Company fails to do so or the Proposal fails to proceed
for any reason, the Stock Exchange will proceed with the
cancellation of the Company’s listing status.

The Directors adopted the going concern basis in the
preparation of consolidated financial statements on the
assumption that the proposed restructuring of the Company
will be successfully completed, and that, following the
restructuring, the Group will continue to meet in full its
financial obligations as they fall due in the foreseeable future.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the Hong Kong Institute of Certified Public
Accountants that are relevant to its operations and effective
for its accounting year beginning on 1 January 2016. HKFRSs
comprise Hong Kong Financial Reporting Standards; Hong
Kong Accounting Standards; and Interpretations. The adoption
of these new and revised HKFRSs did not result in significant
changes to the Group’s accounting policies, presentation of
the Group’s financial statements and amounts reported for the
current year and prior years.

The Group has not applied the new HKFRSs that have been
issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new HKFRSs
but is not yet in a position to state whether these new HKFRSs
would have a material impact on its results of operations and
financial position.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements are presented in Hong
Kong dollars (“HK$"), rounded to the nearest thousand except
for per share data.

These consolidated financial statements have been prepared
in accordance with HKFRSs and the applicable disclosures
required by the Listing Rules and by the Hong Kong Companies
Ordinance.

These consolidated financial statements have been prepared
under the historical cost convention.

The preparation of the audited consolidated financial
statements in conformity with HKFRSs requires the use of
certain key assumptions and estimates. It also requires the
Directors to exercise their judgements in the process of
applying the accounting policies. The areas where assumptions
and estimates are significant to these consolidated financial
statements are disclosed in Note 6 to the consolidated financial
statements.

The significant accounting policies applied in the preparation of
these consolidated financial statements are set out below.

(@) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with
the entity and has the ability to affect those returns through
its power over the entity. The Group has power over an entity
when the Group has existing rights that give it the current
ability to direct the relevant activities, i.e. activities that
significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by
other parties, to determine whether it has control. A
potential voting right is considered only if the holder has
the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.
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For the year ended 31 December 2016
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(@)

(b)

Consolidation (Continued)

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i) the
fair value of the consideration of the sale plus the fair value
of any investment retained in that subsidiary and (ii) the
Company’s share of the net assets of that subsidiary plus
any remaining goodwill relating to that subsidiary and any
related accumulated foreign currency translation reserve.

Intragroup transactions, balances and unrealised profits
are eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with
the policies adopted by the Group.

Non-controlling interests represent the equity in
subsidiaries not attributable, directly or indirectly, to
the Company. Non-controlling interests are presented
in the consolidated statement of financial position and
consolidated statement of changes in equity within equity.
Non-controlling interests are presented in the consolidated
statement of profit or loss and other comprehensive income
as an allocation of profit or loss and total comprehensive
income for the year between the non-controlling
shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and
to the non-controlling shareholders even if this results in
the non-controlling interests having a deficit balance.

Business combination and goodwill

The acquisition method is used to account for the
acquisition of a subsidiary in a business combination.
The cost of acquisition is measured at the acquisition-
date fair value of the assets given, equity instruments
issued, liabilities incurred and contingent consideration.
Acquisition-related costs are recognised as expenses in the
periods in which the costs are incurred and the services are
received. Identifiable assets and liabilities of the subsidiary
in the acquisition are measured at their acquisition-date
fair values.

The excess of the cost of acquisition over the Company’s
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess
of the Company’s share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition
is recognised in consolidated profit or loss as a gain on
bargain purchase which is attributed to the Company.
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Notes to the Consolidated Financial Statements

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(b) Business combination and goodwill (Continued)

(c)

In a business combination achieved in stages, the
previously held equity interest in the subsidiary is
remeasured at its acquisition-date fair value and the
resulting gain or loss is recognised in consolidated profit
or loss. The fair value is added to the cost of acquisition to
calculate the goodwill.

If the changes in the value of the previously held equity
interest in the subsidiary were recognised in other
comprehensive income (for example, available-for-sale
investment), the amount that was recognised in other
comprehensive income is recognised on the same basis
as would be required if the previously held equity interest
were disposed of.

Goodwill is tested annually for impairment or more
frequently if events or changes in circumstances indicate
that it might be impaired. Goodwill is measured at cost
less accumulated impairment losses. The method of
measuring impairment losses of goodwill is the same as
that of other assets as stated in Note 5(u). Impairment
losses of goodwill are recognised in consolidated profit
or loss and are not subsequently reversed. Goodwill is
allocated to cash-generating units that are expected
to benefit from the synergies of the acquisition for the
purpose of impairment testing.

The non-controlling interests in the subsidiary are
initially measured at the non-controlling shareholders’
proportionate share of the net fair value of the
subsidiary’s identifiable assets and liabilities at the
acquisition date.

Foreign currency translation

(i) Functional and presentation currency
ltems included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). The
consolidated financial statements are presented
in Hong Kong dollars, which is the Company’s
functional and presentation currency.
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For the year ended 31 December 2016
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For the year ended 31 December 2016
BE T RF+-_A=T—HILHFE

5. SIGNIFICANT ACCOUNTING POLICIES (Continued) 5.
(c) Foreign currency translation (Continued)

FESHBE®)
(c) INEME (&)

72

(ii) Transactions and balances in each entity’s (ii) BERFBRERRZXER
financial statements 523
Transactions in foreign currencies are translated into INER N EIRERRIER
the functional currency on initial recognition using SHERERZEXRBE
the exchange rates prevailing on the transaction hEEEHE - LA&I\%J@ZT
dates. Monetary assets and liabilities in foreign BEEMNBBESZSERBEE
currencies are translated at the exchange rates at ZIERBRE ZRE B
the end of each reporting period. Gains and losses EEZEmREBEERERE
resulting from this translation policy are recognised o
in profit or loss.
Non-monetary items that are measured at fair RAFEFERAINESE
values in foreign currencies are translated using the ZIHEEEIER NIREEAT
exchange rates at the dates when the fair values are BEHZERKRE -
determined.
When a gain or loss on a non-monetary item BIEEHIEE 2 Wi EiE
is recognised in other comprehensive income, REMEERARRE - %
any exchange component of that gain or loss is W gk S B 18 2 (E B K30
recognised in other comprehensive income. When a REMEERABRR - EIF
gain or loss on a non-monetary item is recognised in EMIEE 2 Wk kIR 18
profit or loss, any exchange component of that gain SRR EZH&Z EJZJESTEZ
or loss is recognised in profit or loss. EfaT i 5 Bf 0 R IE = TERR

(iii) Translation on consolidation (iii) %AA,BEH-*H"‘%T
The results and financial position of all the Group e EEERIN AR R LT
entities that have a functional currency different B MEAEEER Y ¥

Han Tang International Holdings Limited SZEBERZERERAE

from the Company’s presentation currency are
translated into the Company’s presentation currency
as follows:

- Assets and liabilities for each statement of
financial position presented are translated at

BRI EIA T
ABERARBZ2INEY -

- PRI BB
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the closing rate at the date of that statement RO R B HR 2 Y BB R
of financial position; "me

-~ Income and expenses are translated at average - WE L FEHERKE
exchange rates (unless this average is not a (MM L P E =30 3
reasonable approximation of the cumulative BER 5 HHE A 2 K

effect of the rates prevailing on the transaction
dates, in which case income and expenses
are translated at the exchange rates on the
transaction dates); and
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-~ All resulting exchange differences are - FEEXCFBERZERE
recognised in the foreign currency translation RN 0 H EE R
reserve. e
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Notes to the Consolidated Financial Statements

5. SIGNIFICANT ACCOUNTING POLICIES (continued)
(c) Foreign currency translation (Continued)
(iii) Translation on consolidation (Continued)

On consolidation, exchange differences arising from
the translation of the net investment in foreign
entities and of borrowings are recognised in the
foreign currency translation reserve. When a foreign
operation is sold, such exchange differences are
recognised in consolidated profit or loss as part of
the gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.
(d) Property, plant and equipment
Buildings comprise mainly factories and offices. All
property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs
and maintenance are recognised in profit or loss during
the period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost less
their residual values over the estimated useful lives on
a straight-line basis. The principal annual rates are as
follows:

Leasehold improvements
HEMEREE
Equipment

&

Motor vehicles

"E

Computers
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For the year ended 31 December 2016
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FEFEMT

over the respective lease terms
wmEBaHEB

10% to 33.3%

10%%233.3%

20%

20%
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
(d) Property, plant and equipment (Continued)

(e)

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of
each reporting period.

Construction in progress represents buildings under
construction and plant and machinery pending
installation, and is stated at cost less impairment losses.
Depreciation begins when the relevant assets are available
for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.

Leases

The Group as lessee

(i)  Operating leases
Leases that do not substantially transfer to the
Group all the risks and rewards of ownership of
assets are accounted for as operating leases. Lease
payments (net of any incentives received from the
lessor) are recognised as an expense on a straight-
line basis over the lease term.

(i) Finance leases

Leases that substantially transfer to the Group
all the risks and rewards of ownership of assets
are accounted for as finance leases. At the
commencement of the lease term, a finance lease is
capitalised at the lower of the fair value of the leased
asset and the present value of the minimum lease
payments, each determined at the inception of the
lease.

The corresponding liability to the lessor is included
in the statement of financial position as finance
lease payable. Lease payments are apportioned
between the finance charge and the reduction
of the outstanding liability. The finance charge is
allocated to each period during the lease term so as
to produce a constant periodic rate of interest on the
remaining balance of the liability.

Assets under finance leases are depreciated the
same as owned assets.
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Notes to the Consolidated Financial Statements

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f)

(9)

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised
in the statement of financial position when the Group
becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers
nor retains substantially all the risks and rewards of
ownership of the assets but has not retained control on
the assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the
sum of the consideration received and the cumulative gain
or loss that had been recognised in other comprehensive
income is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid is recognised in profit or loss.

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially
at fair value and subsequently measured at amortised
cost using the effective interest method, less allowance
for impairment. An allowance for impairment of trade
and other receivables is established when there is
objective evidence that the Group will not be able to
collect all amounts due according to the original terms of
receivables. The amount of the allowance is the difference
between the receivables’ carrying amount and the present
value of estimated future cash flows, discounted at the
effective interest rate computed at initial recognition. The
amount of the allowance is recognised in profit or loss.
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5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

(h)

(i)

()

76

Trade and other receivables (Continued)
Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in
the receivables’ recoverable amount can be related
objectively to an event occurring after the impairment
was recognised, subject to the restriction that the carrying
amount of the receivables at the date the impairment is
reversed shall not exceed what the amortised cost would
have been had the impairment not been recognised.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash
and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments
which are readily convertible into known amounts of cash
and subject to an insignificant risk of change in value.
Bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.

Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under HKFRSs.
An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set
out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.
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Notes to the Consolidated Financial Statements

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

()

(m)

(n)

Convertible bonds

Convertible bonds which entitle the holder to convert the
bonds into a fixed number of equity instruments at a fixed
conversion price are regarded as compound instruments
consist of a liability and an equity component. At the date of
issue, the fair value of the liability component is estimated
using the prevailing market interest rate for similar non-
convertible debt. The difference between the proceeds of
issue of the convertible bonds and the fair value assigned to
the liability component, representing the embedded option
for the holder to convert the bonds into equity of the Group,
is included in equity as equity component of convertible
bonds. The liability component is carried as a liability at
amortised cost using the effective interest method until
extinguished on conversion or redemption.

Transaction costs are apportioned between the liability
and equity components of the convertible bonds based
on their relative carrying amounts at the date of issue.
The portion relating to the equity component is charged
directly to equity.

Trade and other payables

Trade and other payables are stated initially at their fair
value and subsequently measured at amortised cost
using the effective interest method unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Inventories

Inventories are stated at the lower of cost and net
realisable value. The cost of inventories represent finished
goods and are determined using the first-in, first-out
basis. Net realisable value is the estimated selling price in
the ordinary course of business, less the estimated costs of
completion and the estimated costs necessary to make the
sale.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o)

(o)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is
probable that the economic benefits will flow to the
Group and the amount of revenue can be measured
reliably.

Revenues from the sales of manufactured goods and
trading of raw materials are recognised on the transfer
of significant risks and rewards of ownership, which
generally coincides with the time when the goods are
delivered and the title has passed to the customers.

Interest income is recognised on a time-proportion basis
using the effective interest method.

Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as a
result of services rendered by employees up to the
end of the reporting period.

Employee entitlements to sick leave and maternity

leave are not recognised until the time of leave.
(ii) Pension obligations
The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme ("MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance,
for those employees who are eligible to participate
in the MPF Scheme in Hong Kong. Contributions
are made based on 5% of the employees’ relevant
income, subject to a ceiling of monthly relevant
income of HK$30,000 and are charged to profit
or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group's
employer contributions vest fully with the employees
when contributed into the MPF Scheme.

Han Tang International Holdings Limited SZEBERZERERAE

5.

FESHBE®)

(o) WATEZR

I35 B K B B M (B 0 A P
B WREERSERANREE -
B4 EAL A S Et RS FRER -

(p)

HERMK M ME TR BTG 2U
A DREZEHEEEARR LD
WEFHER - BT EE RN R
PIEERTEFPZEE 2 -

A B U A IR I LE BIR IR B R K
TRHERR. ©

1E R &7

()

(i)

EEERZRMY

BEAZAZEFBRERIR
R TS LR M A By 0
R AEERBERSHRK
BREBRHEZRBMELEZ
FREEHARGEAZ MG
BEELREE -

BEZHRMBRERTF®
R BEREEEANRBRRL

EREANEME

AEBIBEEERBMAE
SEFEVED - BEEKRZ R
EBBEIMEATESERIREF
([ rBEssta ) 2E
B Ry —HETHEERETE
SErE - BIEMESFE 2
A - TR R RS
%R R 8 HE WA RIS5%IE
H(HBESAKRAZ LR B
30,000 7) - WEEZEF
M - RESTEIMEER
AEEBMEESDFHAFE - I
BHABIEEES - #E2
ERES B AEED
EEXHRE2HBBBETES -

— —



A

= =
gz
////
//// -

Notes to the Consolidated Financial Statements

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o)

()

(r)

Employee benefits (Continued)

(ii) Pension obligations (Continued)
The Group also participates in a defined contribution
retirement scheme organised by the government
in the People’s Republic of China (the “PRC"). The
Group is required to contribute a specific percentage
of the payroll of its employees to the retirement
scheme. The contributions are charged to profit or
loss as they become payable in accordance with
the rules of the retirement scheme. No forfeited
contributions may be used by the employers to
reduce the existing level of contributions.

Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits and when the Group
recognises restructuring costs and involves the
payment of termination benefits.

(iii)

Share-based payments

Equity-settled share-based payments are measured at
the fair value (excluding the effect of non market-based
vesting conditions) of the equity instruments at the date
of grant. The fair value determined at the grant date of
the equity-settled share-based payments is expensed on
a straight-line basis over the vesting period, based on
the Group's estimate of shares that will eventually vest
and adjusted for the effect of non market-based vesting
conditions.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets, until
such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from
the borrowing costs eligible for capitalisation.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

(s)

Borrowing costs (Continued)

To the extent that funds are borrowed generally and
used for the purpose of obtaining a qualifying asset,
the amount of borrowing costs eligible for capitalisation
is determined by applying a capitalisation rate to the
expenditures on that asset. The capitalisation rate is the
weighted average of the borrowing costs applicable to the
borrowings of the Group that are outstanding during the
period, other than borrowings made specifically for the
purpose of obtaining a qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Taxation
Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit
or loss because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against
which deductible temporary differences, unused tax losses
or unused tax credits can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.
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Notes to the Consolidated Financial Statements

5. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.

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

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settled
or the asset is realised, based on tax rates that have
been enacted or substantively enacted by the end of the
reporting period. Deferred tax is recognised in profit or
loss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case
the deferred tax is also recognised in other comprehensive
income or directly in equity.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities
on a net basis.
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5. SIGNIFICANT ACCOUNTING POLICIES (Continued) 5.

(t) Related parties
A related party is a person or entity that is related to the
Group.
(A) A person or a close member of that person’s family
is related to the Group if that person:

(i)  has control or joint control over the Group;

(i) has significant influence over the Group; or

(iii) is a member of the key management personnel
of the Company or of a parent of the
Company.

(B) An entity is related to the Group if any of the
following conditions applies:

(i)  The entity and the Company are members
of the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others).

(i)  One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which the
other entity is a member).

(iii) Both entities are joint ventures of the same
third party.

(iv) One entity is a joint venture of a third entity

and the other entity is an associate of the third
entity.
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5. SIGNIFICANT ACCOUNTING POLICIES (Continved) 5. FEEHBE &)
(t) Related parties (Continued) (t) [FHET (%)

(v)  The entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group. If
the Group is itself such a plan, the sponsoring
employers are also related to the Group.

(vi) The entity is controlled or jointly controlled by
a person identified in (A).

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

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

(u) Impairment of assets

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
except goodwill, inventories and receivables to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order
to determine the extent of any impairment loss. Where
it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable
amount of the cash generating unit to which the asset
belongs.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use,
the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
(u) Impairment of assets (Continued)

(v)

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss
is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation
decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined (net of amortisation or depreciation) had no
impairment loss been recognised for the asset or cash-
generating unit in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a
revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more future events are also disclosed as contingent
liabilities unless the probability of outflow is remote.

Han Tang International Holdings Limited SZEBERZERERAE

5.

FESHBE®)
(u) BEWRE )

(v)

HWEEXREEEEMN KOS
BT EMERAEEE - MEE
FReELEVNERESHIE
HAl el 58 - REEE SRR
BamtER - BRIFBREEEER
HEIIRAERSN - EZBRT - R
BEERSREREMRRD -

HER BRI ERSE - AEENRR
TELBEUNREESIEEEER
FTERT AT Bl SR8 - HESR DNIR A AR
EE(IREHESITER) T
B RERBERRRETEENRE
B BEBRERNENFRER
HER - EHEREEREML SRS
B BDBEEBRRLSFE[IE N
BRIR o

RERAARE
fHAEEEBEEHE CRARE
AHTET  MEWREETHES
PARE BRI SR A 1 - BAEfEH A
Sefhatss - MEHRBHERRL
SEMAERRER - B¥EHE
BX BHENEEREEBMS
S BESIAR -

7 A E M Z AT REMET K » 3
TRER St R BURR - BIRXE R
BRIRAE  EREEENEZ
AIREMERR R RIRRSD - HBERRBER
FARTARKERARENHZS
BESREREFERS  AERE
REAREE  MERBRENZE 2
BE MK AIBR SN

— —



Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Events after the reporting period
Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the consolidated financial statements. Events
after the reporting period that are not adjusting events
are disclosed in the notes to the consolidated financial
statements when material.

CRITICAL JUDGEMENTS IN APPLYING
ACCOUNTING POLICIES AND KEY
ESTIMATES

Critical judgements in applying accounting policies
In the process of applying the accounting policies, the directors
have made the following judgements that have the most
significant effect on the amounts recognised in the consolidated
financial statements apart from those involving estimations,
which are dealt with below.

(a) Going concern basis

The consolidated financial statements have been
prepared on a going concern basis, on the assumption
that the proposed restructuring of the Company will
be successfully completed, and that, following the
restructuring, the Group will continue to meet in full its
financial obligations as they fall due in the foreseeable
future. Details are explained in note 3 to consolidated
financial statements.

Key sources of estimation uncertainty

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

AR e B R AT

For the year ended 31 December 2016
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6. CRITICAL JUDGEMENTS IN APPLYING
ACCOUNTING POLICIES AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

86

(a)

(b)

(c)

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

Impairment loss of trade receivables

The Group estimates impairment losses of trade
receivables resulting from the inability of the customers
to make the required payment. The Group bases the
estimates based on the ageing of the accounts receivable
balance, customer credit-worthiness, and historical write-
off experience. If the financial condition of the customers
were to deteriorate, actual write-offs might be higher
than expected and could significantly affect the results of
future periods.

Income taxes

Determining income tax provisions involves judgement
on the future tax treatment of certain transactions. The
Group carefully evaluates tax implications of transactions
and tax provisions are set up accordingly. The tax
treatment of such transactions is reconsidered periodically
to take into account all changes in tax legislations.
Deferred tax assets are recognised for tax losses not yet
used and deductible temporary differences. As those
deferred tax assets can only be recognised to the extent
that it is probable that future taxable profit will be
available against which the unused tax credits can be
utilised, management’s judgement is required to assess
the probability of future taxable profits. Management's
assessment is constantly reviewed and deferred tax assets
are recognised if it becomes probable that future taxable
profits will allow the deferred tax asset to be recovered.

6. EASHEBEZERHAEHRE
E4EF @)

&t TEHBAA R 2 £ B AR (%)

(a)

(b)

(c)

Han Tang International Holdings Limited SZEBERZERERAE

MK BMERREUARINE
AEBBETEME  BERREZ
ERFAIERFY - SRENMERETE
EF - A E R R Z
ME - BERRBZBEERAE
REHMBREREE - IIAERF
MR SERLRN AR ERIR - A%
BASERITER M - S EE kOB
R £ B By Sl FRBRER 2 O N E
SEHEEE -

W E 5 RE 2 REBSR
AEBAMGTHREPRESNR
ERRME L 2 BRI E 5 FKIER
BEE - ARESEREYFIRS
BRERERBEN - BPZERRMEZ
BERKRIEH G - WEPZHE
RRBAE - BRRZME R BE RN TR
- WAlgE R RHIR C RAEL
EXFE -

Frigm

BEMGHEBIREETRER
R BR IR 0 FI T - RS BEHAT
EREXHORBEE - LaHERA
FER TR - ZERXHBH R
BEFEREHER - AT RBRBER
BB EE) - KRB AREHZ
IR R N PRI E A 1 Z RR AR
MIREE - ANZFELEHAEE
RUR B RERR B A A] A R 35K
BAMGERRET SRR - KEH
EZRVEL HIET - ART I R FERR TR
AN FTRENE o B IR B BT REAE E
FFAE o e R 2 AR A i M TR AT BE SR
RN IREE - A S ERIELR
HEE -



Notes to the Consolidated Financial Statements

SEGMENT REPORTING

The Group manages its businesses by divisions, which are
organised by a mixture of both business lines and geography.
In a manner consistent with the way in which information
is reported internally to the Directors for the purposes of
resources allocation and performance assessment, the Group
has presented the following two reportable segments. No
operating segments have been aggregated to form the
following reportable segments.

The Group has presented the following two reportable
segments. These segments are managed separately. Each
segment offers very different products and services:

1. Trading business
2. Manufacturing of semiconductors

The trading business derives its revenue primarily from the
trading of semiconductors/electronic products/components and
timber.

The manufacturing of semiconductors segment is still in
the construction phase and has not yet started commercial
operations.

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE
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SEGMENT REPORTING (Continued)

(@)

Segment results, assets and liabilities

For the purposes of assessing segment performance and
allocating resources between segments, the Directors
monitor the results, assets and liabilities attributable to
each reportable segment on the following basis:

Segment assets include all tangible, intangible assets
and current assets with the exception of other
corporate assets. Segment liabilities include trade and
other payables, finance lease payables and the liability
components of convertible bonds, all of which are
attributable to the activities of the individual segments
with the exception of other bonds payable, other finance
lease payables and other corporate liabilities.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and the expenses incurred by those segments
or which otherwise arose from the depreciation or
amortisation of assets attributable to those segments.
There was no inter-segment sale and transfer during the
year (2015: Nil).

The measure used for reporting segment profit is
“adjusted EBITDA" i.e. “adjusted earnings before
interest, taxes, depreciation and amortisation”, where
“interest” is regarded as including investment income
and “depreciation and amortisation” is regarded as
including impairment losses on non-current assets. To
arrive at adjusted EBITDA, the Group's earnings are
further adjusted for items not specifically attributed to
individual segments, such as Directors’ emoluments and
auditor’s remuneration and other head office or corporate
administration costs.
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Notes to the Consolidated Financial Statements

SEGMENT REPORTING (Continued)
(@) Segment results, assets and liabilities (Continued)

In addition to receiving segment information concerning
adjusted EBITDA, the executive Directors are provided
with segment information concerning revenue (including
inter-segment sales, if any), interest income and expense
from cash balances and borrowings managed directly by
the segments, depreciation, amortisation and impairment
losses and additions to non-current segment assets used
by the segments in their operations. Inter-segment sales
are priced with reference to prices charged to external
parties for similar orders.

Information regarding the Group’s reportable segments
as provided to the executive Directors for the purpose
of resources allocation and assessment of segment
performance for the years ended 31 December 2016 and
2015 is set out below:

iR e R R M
For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

7. DEEHRE)

(a)

SHEEE  BEELKBEE)
bR B B AT REBITDAZ D48
BRI BIITESEREEBGEK
m(BEIERHEE(E)) XK
BRoEEEEEZASESRRER
ZHRBWARFAY « DERNEEE
FEBZIERDDEEEZIE
B MREBEANMREZDIEEE
B o DI E L ERBALET
BRI A L URER Z (BRMETE

=

BORERERTEDERE MR
TEERERAEEFZ T —~F
M _E-—RE+_A=+—HI%F
EZR2FpEERNT ¢

2016
“E-7F
Trading  Manufacturing of
business  Semiconductors Sub-total Unallocated Total
BR%H REYER It AR it
HKS000 HK$'000 HKS000 HK$000 HKS'000
TEL TR TR TR TEL
Revenue from external customers RENDEE 2E - - - -
Reportable segment loss (adjusted EBITDA) T2 A6 E (LELERITDA) (35.016) (10,565) (45,581) (45,581)
Interest income FISRA 3 - 3 - 3
Gainf{loss) on disposal of property, plantand ~ HEHE « BERFEL
equipment, net W&/ (El)3E 2 - 7 (16) l
Gain on disposal of prepaid land lease payments €A+t EFE 2 KA - 350 350 - 350
Impairment loss on prepayment for acquisition of KE%% « BERRENERFEL
property, plant and equipment HEER - (10,000) (10,000) - (10,000)
Impairment loss on trade and other receivables  EUE B R EM A BERE (33,706) - (33,706) - (33,706)
Finance costs BERA (25) (786) (811) (6,958) (7,769)
Depreciation and amartisation FEREH (176) (117) (293) (1,719) (2,012)
Written off of property, plant and equipment ~ H$91% FERAE - - - () ()
Income tax expense RS - - - - -
Reportable segment assets T2HAREE 10,023 247,480 257,503 13,916 419
Additions to non-current segment assets RERREF BN EAE
during the year - - - 35 35
Reportable segment liabilities TEHHRER 8,748 17,562 26,310 101,491 127,801
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For the year ended 31 December 2016
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7.

20

SEGMENT REPORTING (Continued)
(@) Segment results, assets and liabilities (Continued)

7. DEEHRE)

(@) PH=EAE

BEREEE)

2015
ZE-nE
Trading  Manufacturing of
business  Semiconductors Sub-total Unallocated Total
B5EK GETEE i) AR 5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn T ThAT Thn Tin
Revenue from external customers RENBEF 2 UE 28,344 - 28,344 28,344
Reportable segment loss (adjusted EBITDA) T2 5785 (£ELEBITDA) (2,484) (2,062) (4,546) (4,546)
Interest income FEMA - 1 1 - f
Finance costs REHNR (65) (2,099) (2,164) (5572) (7,736)
Loss on disposal of property, plant HENZ - BER
and equipment hEEE - - - n) n3)
Depreciation and amortisation FEREH (348) (248) (596) (1.983) (2,579)
Impaiment loss on property, 0% BRRAEZNERE
plant and equipment - (130,932) (130.932) - (130,932)
Income tax expense oL b - - - - -
Reportable segment assets TEHAREE 46,318 286,485 332,803 12,710 345,513
Additions to non-current segment assets RERREFRONREE
during the year - 71 7 5 82
Reportable segment liabilities TEHAEER 5233 29,034 34,267 74,408 108,675
(b) Reconciliations of reportable segment loss (b) FIZIDIEEEZ #R
2016 2015
—E-REF —E-hfF
HK$'000 HK$'000
FET FHET
Reportable segment loss Al 2o LEEIE (45,581) (4,546)
Finance costs BbE R AR (7.769) (7,736)
Depreciation and amortisation e ey (2,012) (2,579)
Impairment loss on property, M - WERRERE
plant and equipment [=gi! - (130,932)
Interest income F B WA 3 1
Gain/(loss) on disposal of property, HEYE BMENZEZ
plant and equipment, net W,/ (E518) 35 11 (73)
Gain on disposal of prepaid land HEFBRN T HERAE Y
lease payments Iz 350 -
Written off of property, plant M - BE R
and equipment (9) -
Unallocated expenses RO (21,560) (15,450)
Consolidated loss before taxation SEEBEAIEE (76,567) (161,315)
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Notes to the Consolidated Financial Statements

SEGMENT REPORTING (Continued)

(c)

(d)

Geographic information

The following is an analysis of the geographical location
of (i) the Group’s revenue from external customers and
(ii) the Group’s non-current assets. The geographical
location of customers refers to the location at which
the services were provided or the goods delivered. The
Group's non-current assets include property, plant and
equipment, prepaid land lease payments, prepayment
for acquisition of property, plant and equipment and
goodwill. The geographical location of property, plant
and equipment, prepayment for acquisition of property,
plant and equipment and prepaid land lease payments
are based on the physical location of the asset under
consideration. In the case of intangible assets, it is based
on the location of operation to which these intangibles are
allocated.

7.

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

THEERE)

(c) HhBEHK
AT AR EERE RS 2 i
HRGVAEBIERDBE L
M o B E R FE R A PR AS 5%
NEESRZIWE - NEEY IERD
BEDEYE MERDE - B
HIAERIE - WEYE - BER
B ANREREE - WE MW
EREE  WEYE  BERSE
2 FEN B A RIEN + 0 HR 2
2N A E B AEN S B
B B o AR Y B A
AERZEBBE Y EBHEN
& o

Revenue from Specified
external customers non-current assets
REMBEF 2 W= EEFRBEE
2016 2015 2016 2015
ZB-XRE —T-1F ZB-RE —T-1F
HK$'000 HK$'000 HK$'000 HK$'000
FHERT TAT FTHERT FAT
Mainland China Hh B K - 28,844 247,364 288,669
Hong Kong Fe - - 2,503 3,510
- 28,844 249,867 292,179

Information about major customer

For the year ended 31 December 2016, the revenue
from the Group’s largest customer was HK$Nil (2015:
HK$28,884,000, representing 100% of the Group's total
revenue).

(d) BETEFZEEFZEN
HE-_ZT—X"F+=-A=+—H
IEFE  REASBEZREF
2WEAEBT(ZE—HF
28,884,000/8 7T ' {H A EE 4 UL
25100%) ©
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

8. REVENUE, OTHER REVENUE AND OTHER 8. W#m  HtWzm Kk HMF
NET INCOME L/ON
(a) Revenue represents the invoiced value of goods sold less (a) URIEFTHEERZEZERITH
discounts and returns for each reporting period and is FRE » Lot -

analysed as follows:

2016 2015
—E-RE —E—RF
HK$'000 HK$'000
FET FHT
Trading of semiconductors/electronic BEEYER §
products/components B 5 - 28,844
(b)  The analysis of other revenue and other net income is as (b) H bW as K H b F U A 2 5 4 &0
follows: T
2016 2015
—E-RE —E—hF
HK$'000 HK$'000
FET FHET
Other revenue Hh k=
Interest income on bank deposits RITFERZHEHA 3 1
Waiver of amounts due to former A FEAT BTBT B 2 B FA
subsidiaries - 722
3 723
Other net income HMglA
Gain on foreign exchange PE 5 W= 250 1
Gain on disposal of prepaid land lease HEEMNLIwEE
payments FIE 2 W 350 -
Gain on disposal of property, HEYE  BEL
plant and equipment B P e 1 _
611 1
614 724
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
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9. FINANCE COSTS 9. WMEMAX
2016 2015
—E-RF —E—RF
HK$'000 HK$'000
FET FHEIT
Interests on: LATNIEE AR L -

— convertible bonds —ABRRES 441 1,403
— other bonds —HibESH 6,710 5,434
— other loans —HER 140 -

— loan from a non-controlling shareholder — — M B R R IR

of a subsidiary (wholly repayable within Rz B (AR
five years) FENEHRER) 345 695
— finance lease —HMEMEE 133 204
7,769 7,736

10. LOSS FOR THE YEAR

The Group’s loss for the year is arrived at after charging/

10. FEEE
AEEZEEBBONEGFA)RT

(crediting) the following: A -
2016 2015
—E-RE —E—hF
HK$’000 HK$'000
FHExT FHET
Cost of inventories FERKAKR - 25,927
Staff costs (including Directors’ emoluments) EERAN(BIEEEHE)
— Wages, salaries and other benefits — e R EAMIEF 7,325 8,271
— Retirement benefit scheme contributions — — :R4Rk@ 5T 2] (£ 20 163 277
Auditor’s remuneration Z SN & 420 580
Amortisation of prepaid land lease payments B b E R IE
(Note 16) (Hf7E16) 117 248
Depreciation (Note 15) Y& (MIsE15) 1,895 2,331
(Gain)/loss on disposal of property, plant HEWSE - KREREK#EZ
and equipment, net (Meas), B BFRE (11) 73
Gain on disposal of prepaid land lease HERNLHEE
payments FRIE 2 W (350) -
Written off of property, plant and equipment i - BE M RE 9 -
Gain on foreign exchange, net M H W R H 5 (250) (M
Operating lease charges MmEREL 4,490 5,875
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11. DIRECTORS’ AND CHIEF EXECUTIVES'
EMOLUMENTS
(i)  Emoluments of directors and chief executive

94

RNETZA=+—HIFE

The emoluments paid or payable to each of the thirteen
(2015: seven) directors who held office during the year

— —
—

1. EERTHREZME
() BEFERITHABZHNE

BN EN+=2(ZF—R1%F:
TtR)FRNERZESTEZHE

were as follows: W
2016
—E-RE
Retirement
Salaries and scheme  Discretionary
Fees  other benefits  contributions bonuses Total
e HeRHEMER RIKEEIHFR [iihgigan @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TR TR TR
Chairman E
Yang Liu BE(R=ZE—~"FtA
(resigned on 25 July 2016) —+HARMT) - 681 1 100 792
Executive directors HTEE
Zhao Wenjia BXEM-E-R"ELA
(appointed on 25 July 2016) =+ TR AEE(T) - 627 - - 627
Lo Ka Wai BRERZT—REAA
(resigned on 24 June 2016) —+INAEE) - 577 9 100 686
Non-executive directors FHTES
Xu Lei ®E 360 - - 30 390
Gu Yawei Bog(R=ZS—~FtA
(appointed on 25 July 2016) =+ TR AEE(T) 52 - - - 52
Xu Ming (appointed on BERZE—REFLA
25 July 2016 and resigned ZTHARZETR
on 17 February 2017) —Z—+%-F++H
BHE) 157 - - - 157
Independent non-executive BIUFHTES
directors
Sinn Wai Kin Derek KRERM-Z—X F+A
(appointed on 25 July 2016)  —+ TR AEE(T) 43 - - - 43
Yao Yongjie KBAR=Z—~F+A
(appointed on 25 July 2016)  —+ TR AEE(T) 26 - - - 26
Ma Jianwei BERE(N-_F—7~FtA
(appointed on 25 July 2016) =+ TR AEE(T) 26 - - - 26
Lai Ho Man, Dickson REY(RZE—~E+A
(resigned on 25 July 2016) —+HARMT) 102 - - 15 117
Wang Xiao Chuan FEN(RZZ—REA
(retired on 27 June 2016) —++REMF) 88 - - 15 103
Wong Lit Chor, Alexis 2R ZE—RELA
(resigned on 25 July 2016) —+HARMT) 102 - - 15 117
Liu Hongjun HAAE(R=Z—RE~A
(retired on 27 June 2016) —“++REMF) 36 - - - 36
992 1,885 20 275 3,172
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Notes to the Consolidated Financial Statements
RE BTSRRI

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

11. DIRECTORS’ AND CHIEF EXECUTIVES’ M. EBRTHRARNE )
EMOLUMENTS (Continued)
(i) Emoluments of directors and chief executive () BERITEAAZMNE (&)
(Continued)
2015
0%
Retirement
Salaries and scheme Discretionary
Fees other benefits contributions bonuses Total
e  HeREMEN RINET B mEEA et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THET THT TR TR
Chairman IE
Yang Liu HE - 1,200 - - 1,200
Executive director HITES
Lo Ka Wai &Rl - 1,200 18 - 1,218
Non-executive director ~ FHITEE
Xu Lei #"E 360 - - - 360
Independent non- BIFHTES
executive directors
Lai Ho Man, Dickson By 180 - - - 180
Wang Xiao Chuan Bl 180 - - - 180
Wong Lit Chor, Alexis AL 180 - - - 180
Liu Hongjun 2T E 75 - - - 75
975 2,400 18 - 3,393
Note: ffsE -
During both years, no remuneration was paid by the Group to any of REMEFER - AEESERENES
the directors as an inducement to join or upon joining the Group or SAHEREE - EAMAZR S EMAR
as compensation for loss of office. None of the directors waived any SRR LERRBME - REMESF
remuneration during both years. ER - S EEREEAME -
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

— —
—

11. DIRECTORS’ AND CHIEF EXECUTIVES’ 1. EERTHREARNE 2

EMOLUMENTS (Continued)

(i) Five highest paid employees (i)
Of the five individuals with the highest emoluments,
three (2015: two) were directors of the Company whose
emoluments are disclosed in Note 11(i). The emoluments
of the two (2015: three) individuals other than director of

hEREHLESR

ERAREHMEEAS  =4(=
TRFMA)RFARAES
BE 2B RMEE1() BT - WA
(Z2—HF : =&)AL AUHFAE

the Company were as follows: NAIER)ZMSHT -
2016 2015
. —
HK$'000 HK$'000
FTHxT FHET
Bonuses TE4L - -
Salaries and allowances e NoRBL 1,763 1,794
Retirement scheme contributions BRRET BTN 36 23
1,799 1,817

The emoluments of the two (2015: three) individuals with
the highest emoluments are within the following bands:

BERsSHezmEBE(ZET—0
FiZRBIALZHEBEMNT

2016 2015

—EB-RF —E-RHF

Number of Number of

individuals individuals

AE ANEX

Nil — HK$ 1,000,000 £ %1,000,000/8 7T 1 2
HK$1,000,001 — HK$1,500,000 1,000,0018 752 1,500,000/% 7T 1 1
2 3

None of the directors and these highest paid employees
waived any emoluments or received any inducement to
join or compensation for loss of office during the years
ended 31 December 2016 and 2015.
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12. INCOME TAX

(a)

g
g =
,///// é o

— — ~

Notes to the Consolidated Financial Statements

No provision for profits tax in Bermuda, the BVI, the (a)
PRC or Hong Kong has been made as the Group has

no assessable profits derived from or earned in these
jurisdictions for the years ended 31 December 2016 and

2015.

The PRC enterprise income tax rate for the year is 25%
(2015: 25%).

A reconciliation of the income tax expense applicable
to the loss before taxation at the statutory tax rates to
income tax expense at the effective tax rates of the Group
is as follows:

iR e R R M
For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

12, FREH

REBWES B RE « RBELE
B PEEHEEZFEHRED
#H REAAEEREZE_Z—X
FRZF-AF+ZA=1+—HI
FEHETEEZSAERRES
S REVE R R T o

FRAREREABHRRR25% (=
T—HF:25%) °

WRIBRTE B R 51 558 A BR L Al &S
BZAERAXZREAREER
MEAEZAEHRASHERDT

2016 2015
—E-XRE —ET—hEF
HK$'000 HK$'000
FExT FET
Loss before taxation R AT ET 1B (76,567) (161,315)
Notional tax on loss before taxation, BEBHIEREERZ
calculated at the rates applicable EiEEACHEFE 2
to loss in the tax jurisdictions MREIAIEIE 2 REBIR
concerned
— Mainland China @25% — B KBER25%
(2015: 25%) (ZE—FRF :25%) (582) (33,960)
— Hong Kong @16.5% —B8R165%
(2015: 16.5%) (ZZ—HF :16.5%) (12,249) (4,204)
(12,831) (38,164)
Tax effects of: NTEIE2RETE
Non-deductible expenses AR A 3,386 35,089
Non-taxable income BERFUBA - )
Deferred tax assets not recognised REBARAMERZELERIE
during the year EiE 9,445 3,076
Income tax PSR - -
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For the year ended 31 December 2016
HE_Z—XRF+ZA=1+—HIFE

13. BASIC AND DILUTED LOSS PER SHARE 13. BREXREEEE
(a) Basic loss per share (a) FRELXEE
The calculation of basic loss per share is based on the loss BREXRNEBIIEEAQRNGES
attributable to owners of the Company of HK$76,287,000 A JE 1R E51876,287,000/8 7T ( —
(2015: HK$124,871,000) and the weighted average of T —FF 124,871,000 70) &
158,128,000 ordinary shares (2015: 158,128,000 ordinary MPERDBITEBERINEFGE
shares) in issue during the year. 158,128,000 % & @HX (ZF—1

£F :158,128,0000% L imA% ) st &

(b) Diluted loss per share (b) R EES
For the years ended 31 December 2016 and 2015, the NEE-_ZE—RER-_ZE—FAF
computation of diluted loss per share does not assume +-A=+—HIFE  FEEK
the conversion of the Company’s outstanding convertible e EEEER D ERARN G
bonds since their exercise would result in decrease in the REEW 7[RI ES - B ARG
loss per share. BYEREERD -

14. DIVIDEND 14. R E
The Board does not recommend the payment of any dividend in EEETITEEREBEEZE T —RF+=
respect of the year ended 31 December 2016 (2015: Nil). A=Z+—BUHEFERNEMEE(ZZ
—HF |
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Notes to the Consolidated Financial Statements
RE BTSRRI

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ - RERRE
2016
Z&-iE
Leasehold  Construction- Motor
improvements  in-progress  Equipment vehicles  Computers Total
BENZ
S HRIE R AE gk it

HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
TR TR TiEn TR TR TiEn

(Note (a) (Note (b))
(K@) (HzE(b))
Cost: A
At 1 January 2016 RZE-R"F-F-8 1543 390,123 1,352 7,001 329 400,348
Additions NE - - 35 - - 35
Disposals e - - - (2,391) - (2,391)
Written off s - - (15) - - (15)
Exchange differences EREE - (25,544) (5) - 3) (25,552)
At 31 December 2016 RZE- 7 ETZA=1-A 1,543 364,579 1,367 4,610 326 372,425
Accumulated depreciation and impairment; 23 HERHE
At 1 January 2016 RE-E-F-H 1,072 125,944 476 2,574 185 130,251
Charge for the year (Note 10) Epak (H0) 469 - 167 1,161 98 1,895
Disposals e - - - (957) - (957)
Written off s - - (6) - - (6)
Exchange differences ERzE - (8,245) 1 - 1) (8,247)
At 31 December 2016 RZE—NETZA=T-A 1,541 117,699 636 2778 282 122,936
Carrying amount; HEfE:
At 31 December 2016 KRB ET-f=1-H 2 246,880 731 1,832 44 249,489
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For the year ended 31 December 2016

HE_T—

RNETZA=+—HIFE

= —

15. PROPERTY, PLANT AND EQUIPMENT (Continued) 15. ¥1%¥ - MERZE &)
2015
_T-0%
Leasehold ~ Construction- Motor
improvements in-progress  Equipment vehicles  Computers Total
LS
kB fRIR B B 6 @t
HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000
TiEn Tin T Thn Thn Thn
(Note (a)) (Note (b))
(M3t (a)) (PfzE(b))
Cost: RK:
At 1 January 2015 R-%-1%-A-A 1,575 411,813 1,365 7,001 334 422,088
Additions AE - - 82 - - 82
Disposals HE (32) - 9) - 2 (126)
Exchange differences ERER - (21,690) 3) - 3) (21,69)
At 31 December 2015 RZE-RE+-A=+-R 1,543 390,123 1352 7,001 329 400,348
Accumulated depreciation and impairment: 23 HERE(E
At 1 January 2015 HZE-1E-A-H 531 - 232 1174 88 2,025
Charge for the year (Note 10) Emk (o) 563 - 270 1,400 % 2331
Impairment loss HEFE - 130,932 - - - 130,932
Disposals e (22) - (25) - (1) (48)
Exchange differences EAEE - (4,988) (1) - - (4,989)
At 31 December 2015 RZE-T5+-A=1-H 1,072 125,944 476 2,574 185 130,251
Carrying amount: REE:
At 31 December 2015 R-F-RE+-A=1-H 471 264,179 876 4427 144 270,097
Notes: ks
(@)  The Group carried out reviews of the recoverable amount of its (@) HRPENFEEBAEREZEXTRZE
construction-in-progress in 2015, having regard to the construction EE%E  AEER-_T-RFRECET
work on the semiconductor manufacturing factory in the PRC was e £ EETER - FHEIER
behind schedule. The reviews led to the recognition of an impairment 130,932,000 T Z MEKIE - HERIE
loss of HK$130,932,000 that has been recognised in profit or loss. wiER - HHEEEMNA KESEEZRERD
The recoverable amount of the relevant assets has been determined FERAL2E B TR S R0 1T 4 55 B
on the basis of their fair value less cost of disposal measured by AEBERAAGENTESTSERAGTE
reference to their depreciated replacement cost (level 2 fair value (FZBATEAE)NHEKAETE ©
measurement) by Roma Appraisals Limited, an independent firm of
chartered surveyors.
(b)  As at 31 December 2016, the carrying amount of the Group’s motor (b) RZE-—RF+ZA=+—H FEER

100

vehicles of HK$1,832,000 (2015: HK$4,427,000) was acquired under
finance leases.
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Notes to the Consolidated Financial Statements
RE BTSRRI

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

16. PREPAID LAND LEASE PAYMENTS 16. A LA E KA
2016 2015
—E-RF —E—AF
HK$'000 HK$'000
FET FET
Cost: AN :
At 1 January nW—HA—H 11,943 12,607
Disposal HE (11,662) -
Exchange differences M H =58 (281) (664)
At 31 December »t+—-_A=+—H - 11,943
Accumulated amortisation: R -
At 1 January n—HA—H 239 -
Amortisation for year (Note 10) FARE(MEE10) 117 248
Disposal e (350) -
Exchange differences M H =50 (6) (9)
At 31 December wnt+—-_A=+—H - 239
Carrying amount: BRMEE :
At 31 December wnt+=—_A=+—H - 11,704
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

17. SUBSIDIARIES

Particulars of the principal subsidiaries as at 31 December 2016
are as follows:

17. B2 F
FEREBARN -ZT—RE+=-A
=+—BZHRENT

Place of establishment Issued and Proportion of
or incorporation paid-up  ownership of interest
and operation/date of capital/ BEREERLA
establishment or registered and Held by the Held by  Principal
Name incorporation paid-up capital  Company subsidiaries activities
LML R BRTR
EEBY /AU BREXR/ x2E WEAR
£ HMER A EMRARER bl L
Rodez Investments Limited The BVI/Hong Kong/ US$1 100% - Investment holding
5 July 2011
RBRRES/BE/ (ES 100% - REER
—Z-—4tAIA
Bright Eagle Holdings Limited Hong Kong/Hong Kong/ HK$1 - 100%  Investment holding
("BEH")* 27 September 2012
RREEARAT(RE]) BB/ ER/ 187 - 100% ®EZER
“E-ZFAAZTER
ICSCs The PRC/The PRC/ US$33,955,379 - 72.79%  Design, research and development,

16 November 2005 processing, manufacturing and sale
of semiconductor, integrated circuits
and new type electronic components
and provision of related technical
consultancy services

EEET hE/hE/ 33,955,379% T - T279% KA HE NI RERHELE
ZEERET-ATRAE B ANERRTRNETRHURE
L RBRT R RS
Charm Leader Investments Limited  Hong Kong/Hong Kong/ HKS1 100% - Maintaining the corporate office
18 October 2013
BIBREERARA BB/ BE/ 187 100% - RARERLE
—T-=f£1+At/R
Win Million Holdings Limited Hong Kong/Hong Kong/ HK$1 100% - Trading business
2 August 2013
KEEBARATA Bk/BR/ 18T 100% - B9%%
ZE-=E\AZA
Lucky Ascent Investments Limited ~ Hong Kong/Hong Kong/ HKS$1 100% - Maintaining the motor vehicles
1 November 2013
HAREARAH BB/ BB/ 18T 100% - RBEAE
ZE-=Et-f-H
# Interests held by Tech One Investments Limited incorporated in the ‘ PHEREARAA(NEBE LS
BVI and wholly owned by the Company RN WA NREERA )i
a Representing a sino-foreign equity joint venture established in the a RAPBERS 2PN ERRINWEHEGES

PRC and owned by BEH
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17. SUBSIDIARIES (Continued)

The following table shows information of subsidiary that have
non-controlling interests (“NCI”) material to the Group. The
summarised financial information presented below represents
the amounts before any inter-company elimination.

Notes to the Consolidated Financial Statements

17.

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

Vg NCINE D)
TRERHBEATZ AR - HEAZIE
AR ([ IR Y A Em TS
BEA - TX2HZHBEREERE
FREERATRYHAN 2S5

1CSC
EREF
2016 2015
—EB-RF —T—hF
HK$'000 HK$'000
FET FHET
Place of establishment and operation BT K S B The PRC The PRC
HEl H
Proportion of ownership interests and voting 3% A% #E 25 B 15 78 75 1
rights held by NCI R R R RELL 27.21% 27.21%
At 31 December: R+—A=+—H:
Current assets PEIEY=S 117 114
Non-current assets EMBNEE 246,984 275,993
Current liabilities mEaE (2,167) (1,370)
Non-current liabilities EmEBaE (266,052) (296,282)
Net liabilities BEFE (21,118) (21,545)
Carrying amount of NCI TR E R 2 BREE 66,888 71,861
For the year ended 31 December: HE+T-A=+—HILFE:
Revenue g - -
Loss for the year FEEE (1,027) (133,937)
Total comprehensive loss 2EEBEETE (18,275) (150,557)
Loss allocated to NCI i E IR E R 2 B8 (280) (36,444)
Dividend paid to NCI SR R S 2 IR - -
Net cash outflow from operating activities KB IR SRR 1) (654)
Net cash inflows/(outflow) from REEBZBRERA (Rt
investing activities R 11,662 (77)
Net cash outflow from financing activities BEEB R R FE (11,662) -
Net decrease in cash and cash equivalents B MBS EEYR LV F5E (1) (731)
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

18. GOODWILL 18. &
2016 2015
—E-REF —E-T4E
HK$'000 HK$'000
FET FAET
Cost: R
At 1 January and 31 December R—A—BNE+ZB=+—H 378 378
Accumulated impairment losses: E:tRiEEE :
At 1 January and 31 December R—A—BNEt+ZBA=+—H - -
Carrying amount: FRMEE :
At 31 December R+-—A=+—H 378 378
A
19. INVENTORIES 19. #H8
2016 2015
=EB-AF .
HK$'000 HK$'000
FTER FAT
Merchandises 7 iR 10,000 -
20. TRADE AND OTHER RECEIVABLES 20. EWE S R HMFHIE
2016 2015
—E—RE —E—AF
HK$'000 HK$'000
FERT FET
Trade receivables FEWE 5 5RIE 30,478 31,578
Less: allowance for impairment loss W R EE R (30,478) -
- 31,578
Deposits paid to suppliers (note) IREEES (Mi7) - 13,228
Prepayments and deposits AT RIE RiEe 6,268 6,999
Other receivables H b e U Fi18 121 212
6,389 52,017
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Note:

The amounts have been arrived at after deducting impairment losses of

HK$3,228,000 (2015: HK$Nil).

(@) Ageing analysis
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Notes to the Consolidated Financial Statements
RE BTSRRI

I R ==

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

BAE

THIT) ZHERS -

(a) BRECIT

20. TRADE AND OTHER RECEIVABLES (Continued) 20. EWE S REMAE #)

ZEFEIIEMER3,228,0008 (T —HF :

The ageing analysis of trade receivables, based on invoice

FENE Z IR %R B B R R &

dates and net of allowances, is as follows: g 2RO -
2016 2015
—E—XRE —ET—hHF
HK$'000 HK$'000
FET FAET
Less than one year TR—F - 14,194
More than one year but less than two years  —4F A B EM4F - 17,384
- 31,578
The Group generally requests for full payments upon AEE-REREEZRERR

delivery from its trade customers but also allows certain
trade customers a credit period from 30 to 60 days.

(b) Trade receivables that are not impaired
The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired is as
follows:

BEE R RmETE SRR
RE30E60HWEEH -

(b) AER(EZEWEZHE

WIEE R HRERAHBRREZ
FEWE BRI Rk DTN T

2016 2015

—EB-RF —E—hF

HK$’000 HK$'000

THET FABT

Less than one year past due BN R —F - 14,194
More than one year but less than Bl —F A BN BRF

two years past due - 17,384

- 31,578
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For the year ended 31 December 2016
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HE_T—

RNETZA=+—HIFE

20. TRADE AND OTHER RECEIVABLES (Continued)
(b) Trade receivables that are not impaired

106

(c)

(Continued)

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

Receivables that were past due but not impaired as at
31 December 2015 relate to a number of independent
customers that have a good track record with the Group.
Based on past experience, management believes that no
impairment allowance is necessary as at 31 December
2015 in respect of these balances as there have not been
a significant change in credit quality and the balances
are still considered fully recoverable as at 31 December
2015. The Group does not hold any collateral over these
balances.

— —
—

20. ERE S REMFEIE )

(b) Ir %8 (8 < & W & 5 50 A
(%)
I 8 BRSO (B 2 FE R TR B 2 4
WHETHIR OB ZPAR -

RZEB—hAE+_A=+—H B2
i AR SR E 2 B W R IE B —
HEHEAEEFRIIR PR 2B
EFHH AR EEEXTEEKR
BEREBN_E—HE+_A
=+—BNAWE A 2EKE
BEATER  BEEMRE R
E-—RAF+-_A=+—HBHUTENE
MASERIELRERE - AEE
MERZE RS E TR -

The analysis by currency of trade and other receivables is (c) BEWESREMRIBIZEE 2 DT
as follows: FURNE

2016 2015
. i
HK$'000 HK$'000
FERT FET
Hong Kong Dollar BT 6,257 31,094
Renminbi AR 132 311
United States Dollar E7T - 20,612
6,389 52,017
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21. CASH AND CASH EQUIVALENTS

The analysis by currency of cash and cash equivalents is as

22.

A
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For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

21. BEeRBEEEY

ReMReFEMREE ZOMIT :

follows:
2016 2015
—E—REF —E—hF
HK$'000 HK$'000
FET FET
Hong Kong Dollar BT 5,157 1,219
Renminbi AR 6 65
United States Dollar =T - 33
5,163 1,317

Renminbi is not freely convertible into other currencies. Under
the PRC’s Foreign Exchange Control Regulations, the Group is
permitted to exchange Renminbi for other currencies through
banks authorised to conduct foreign exchange business.

TRADE AND OTHER PAYABLES

ARBTEEERLBRAEMER - RIE
B 28 0 CSINEE B IR AR 1)) - AR EE
BB EREEITINERBIRITHEA
REHBREMER -

22. BNEZREMFIE

2016 2015

=E-AF -

HK$'000 HK$'000

FET FAET

Trade payables JEfE 5 5/I8 4,327 4,327
Accruals and other payables FEETE A I B e A~ RRIE 15,318 8,773
Financial liabilities measured at amortised cost IZEH KAt E 2 & MEBE 19,645 13,100
Less: non-current portion W FERNEREE (1,259) (993)
Current portion BVEAEL 5 18,386 12,107
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

22. TRADE AND OTHER PAYABLES (Continued) 22. BNEZREMRIT (2)
(a) Ageing analysis (a) RRECAIT
The ageing analysis of trade payables, based on invoice ENE ST EREEAHZERD
dates, is as follows: e -
2016 2015
—E-RF —E—AF
HK$’000 HK$'000
FET FHET
Less than one year TR—%F - 4,327
Over one year —&FA+ 4,327 -
4,327 4,327
(b) The analysis by currency of trade and other payables is as (b) BENESREMBBEREE 2D
follows: W
2016 2015
—ZE—RF —E—AF
HK$'000 HK$'000
FET FHT
Hong Kong Dollar BT 16,119 10,664
Renminbi AR 3,526 2,436
19,645 13,100
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Notes to the Consolidated Financial Statements
RE BTSRRI

For the year ended 31 December 2016

BE-_Z—XRE+-A=+—HIFE

23. AR ES

On 8 April 2013, the Company issued HK$60,000,000 3% RZZE—=FMANR  KARATD
3-year convertible bonds (the “Bonds”) to not less than six RAZEAREEVEBECRBIE=F
independent third parties who are not related to the Group ([fE#%HE A 1)#1760,000,000/8 7.2
(the “Bondholders”). The principal terms of the Bonds are as SE=FrBmBRES(ESR]) - EF
follows: FEFRT

O Conversion price:

BIE -

(2) Interest:

AIVSNE

(3) Maturity date:

BEAR

(4) Status:

AL

(5) Voting:

]
bl

HK$2.00 per conversion share, which is subject to adjustments for
consolidation or subdivision or reclassification of shares, capitalization of
profits or reserves, rights issues and other events. Any adjustment to the
conversion price will be certified by an independent accountant jointly
appointed by the Company and the Bondholders holding 51 per cent or more
of the outstanding principal amount of Bonds. The Company will publish an
announcement upon any adjustment to the conversion price.
BREBRMD2.008T  AIROEHIIFAXKENDE  BANHEEHER
b~ ML EHAMFEELRAE - HEREETEAREALARANFAES
RAEERSRES1 %I L2 BEFRHEARRBEZBLGFAIRE - AR A
1B R B VR I A (e SR BB T BE 0D o

3% per annum, accrued daily on a 365-days basis and payable quarterly in
arrears.

FHEGHIE - MB35 AEEFHRF - WARFEN -

The third anniversary of the date of issue of the Bonds, which is 8 April 2016
(the “Maturity Date”). Any unredeemed and unconverted Bonds shall be
redeemed at 100% of the outstanding principal amount together with all
interest accrued up to the maturity date in cash.
BOBESBHzE-AFER - "FEANB(EBA]) o FRKE
B RRERESGIREOREERNSEZ100%ERRTEZNHA 2 28F B
IR & HEE o

The Bonds constitute direct, unconditional, unsubordinated and unsecured
obligations of the Company, ranking pari passu and rateably without
any preference among themselves, and with other direct, unconditional,
unsubordinated and unsecured obligations of the Company.
EFBRAARZEE B4 FRERBERET REZEHZEFRE
B WEREKRAF  BHEAQRRIHMERE B4  EREREERECTE
BRE R -

The Bondholders will not be entitled to attend or vote at any meetings of the
Company by reason only of being Bondholders.

BHERAARITRERNS BESHKAEAMEBRLEARAEMAGINE LK

o

vl
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For the year ended 31 December 2016

HE_T—

23. CONVERTIBLE BONDS (Continued)

110

(6)

RNETZA=+—HIFE

Transferability:

AIEECRE

Early redemption:

REED :

Terms of conversion:

23. AR ES &)

The Bonds may be transferred or assigned to any third party provided that
no Bond may be transferred to any person who is a connected person of the
Company unless with (i) prior notification of the Company; (ii) the consent of
the Company; (iii) full compliance of the Listing Rules; (iv) full compliance with
the requirements (if any) that the Stock Exchange may impose from time to
time; and (v) the consent (if applicable) of the Stock Exchange.
BAFAEENEETEMNE=7 ' R TEEETERARARBEA T ZEMA
T HOFEMEERDF : (NVESARARE : (i)T2Fae LM (vzd
HEMIAARSERZRE(NE) : ROERGBIMEE(ER) 2B T A
BRI o

The Company shall not be entitled to redeem the Bonds (or any party thereof)
at any time prior to the Maturity Date, except by mutual consent of the
Bondholder and the Company.
BRIFEFFEARERRFEFTRAE -
&5 (HEERES) °

BRIAQFEENEH A AERREHED

The right of a Bondholder to convert any Bond at any time after three
months from the date of issue of the Bonds to the date falling on the 14th
day immediately prior the date of maturity of the Bonds to convert any
outstanding amount of the Bonds into the conversion shares at the conversion
price, provided that the conversion right attached to the Bonds shall only be
exercisable by the Bondholder:

BEFFEAREREFETREAR=EAACEEEGESFIHEAME OB AR
iz E TR AREECEFERRERRN - HESFBEARETINIG
ST A T P e

(i) solong as and to the extent that immediately after such exercise, there will
be sufficient public float of the shares as required under the Listing Rules;
and

() ZREEFBEATEEESBRER  ROKAERF ETARANETHEZR
ARBFERE - &
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23. CONVERTIBLE BONDS (Continued)

9

Conversion shares:

AR -

,,,,,,, " "
gz = — i —
T =

e =
/,

Notes to the Consolidated Financial Statements
RE BTSRRI

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

23. TRRES &)

(ii) so long as such Bondholder and parties acting in concert (as defined in
the Hong Kong Code on Takeovers and Mergers (the “Takeovers Code”)
with it immediately after such exercise shall not be required to make
general offer under Rule 26 of the Takeovers Code (unless waiver from
making a general offer has been obtained from the Securities and Futures
Commission of Hong Kong).

(il ZBEEFHAEATEERERER  TEERARESHEAREE -
THAL(EEREBRARKREREOTRI(TWESFR])) BERBEWE TR
FRARCRRE2HUBEN(RIFESEEESFNPEEBHERZESGRESE
HBEBEH R

Based on the conversion price of HK$2.00, a maximum number of 30,000,000
conversion shares will be allotted and issued upon exercise of the conversion
rights attached to the Bonds in full.

RIBERE2008 T E  BRBBITEESFANBEREREERETRS
30,000,000/% ## R 15 °

The conversion shares, when allotted and issued, will rank pari passu in all
respects with the shares in issue on the date of allotment and issue of the
conversion shares. Holders of the conversion shares will be entitled to receive
all future dividends and distributions the record date of which falls on or after
the date of allotment and issue of the conversion shares.

MR EE RBFTERRGOE - KRS EENEE RETERRGO AR ZEET
O ZFHREMA - BRRMIFE AGERNEG A AR RBTERR
MERS B —PIRKRBRERDIK

The Bonds contain two components: liability component and
conversion component. The fair value of the liability component
included in non-current liabilities while the conversion
component, net of transaction costs is presented in equity as
equity component of convertible bonds. The effective interest
rate of the liability component was 9.835% per annum.

The discounted cash flow method was adopted in determining
the fair value of the liability component (level 2 fair value
measurement). The difference between the gross proceeds of
the issue of the convertible bonds and fair value assigned to the
liability component, representing the conversion component for
the holder to convert into equity, is included in equity (equity
component of convertible bonds).

AARERMERREAELETAE
MOZ R FE(FE_EBAFEAE) - %
TABBRESRZ IS RRARERES
DERTZAFERZEZE(EERE
BAREBERBR AR B )&t
ARz (RN R E SRR #f o) -
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

23. CONVERTIBLE BONDS (Continued) 23. AIRES ()
The movement of the liability and conversion components for BENEBRIISPNBEEHBE 2EH 0
the reporting period is set out as below: T
Equity
component
Liability of convertible
component bonds Total
TRRES
aEHS R a2 2 @t
HK$'000 HK$'000 HK$’000
TR THER TER
At 1 January 2015 R-E-1%—F—H 13,783 2,263 16,046
Interest expense FIBHY 1,403 - 1,403
Interest paid/payable B/ ERFIS (458) - (458)
At 31 December 2015 and R-Z-AF+-A=+—-HEK
1 January 2016 N 14,728 2,263 16,991
Interest expense FISFEY 441 - 441
Interest paid/payable B/ EEFE (169) - (169)
Settlement B (15,000) - (15,000)
Transfer to accumulated losses ERE2HER - (2,263) (2,263)
At 31 December 2016 RZE—~"E+-A=1+—H - - -
24. FINANCE LEASE PAYABLES 24. ERREHEE
At 31 December 2016, the Group had finance lease payables in R-E—XE+-_A=+—H  A£8
relation to motor vehicles (Note 15) as follows: BUTESSEME Y EMNERSE (M
F15) ¢
Present value
of minimum Minimum
lease payments lease payments
REEENHRRE REEEN
2016 2015 2016 2015
—E-XE —E-HE ZB-XE —Z—h%
HK$'000 HK$'000 HK$'000 HK$'000
THER FHT THER FAT
Not later than one year TEW—F 739 1,607 780 1,726
Later than one year but within BER—FEREEA
five years 434 1,532 441 1,603
1,173 3,139 1,221 3,329
Less: total future interest expenses  J& : A 2RF| B 5 X 4458 (48) (190)
Present value of lease obligations FEET 2 HE 1,173 3,139
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Notes to the Consolidated Financial Statements
RE BTSRRI

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

25. BORROWINGS 25. BX
2016 2015
—E-REF —E-T4E
Notes HK$'000 HK$'000
Bt & FHET FHT
Shareholder’s loan R E X - 1,000
Loan from a non-controlling R e — R EB A | JEFE A% 2R
shareholder of a subsidiary ZE®R (a) - 11,943
Other bonds payable HAfERES (b) 87,516 64,765
Other loans HthER () 12,614 -
100,130 77,708
Less: current portion A BDEAEL 9 (18,650) -
Non-current portion JEBNERES 81,480 77,708
The borrowings are repayable as follows: BEERUATHEES -
2016 2015
i .
HK$'000 HK$'000
FHExT T
Within one year —&ER 18,650 -
In the second year FE-FNRN 21,375 5,500
In the third to fifth years, inclusive FE-FETFRF
(BEERMEF) 54,000 12,943
After five years HF%& 6,105 59,265
100,130 77,708
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

25. BORROWINGS (Continued) 25. B @)

Notes: ek s

(@)  On 8 July 2014, ICSC entered into a loan agreement with 1t (@ RZIZE—mFLANE - EBEEFHEI
Bttt 4218 E AR A7 (Beijing Zhongying Century Investment Co., RRAMtLEREFRAR([FRYEL] -
Limited*) (“Zhongying"”), a shareholder of ICSC holding 27.21% HAEEREF27.21%BEZRE)FIL
of its equity interest, pursuant to which Zhongying agreed to make BEXWE - Bt PRMLCRERME—
available an unsecured 5.6% 5-year loan in the principal amount of £ K45 AR 10,000,000 T1%5.6E 5
RMB 10,000,000 to ICSC for the payment of the tender deposit in BZRAFHERHEERTFELRET - WU
the amount of RMB 10,000,000 as a security for submission of tender ¥ AR %10,000,000 T KRR IR S
for purchase of the land use rights in respect of a parcel of industrial EAZ2EBREEMNNEILTHEREE
land located at the north of Longfei road and the east of Fuchunjiang REALAl - EH LB REAW(EAE L
road, Kunshan Economic & Technical Development Zone, Kunshan* EE4)150,481.9F 7 K #)— g T 2 it
(R REMREICAl - EF I EMA), occupying a total site area (ML )N LHEAERES -5
of approximately 150,481.9 square meters (the “Land”). The tender KiZSOERER MERCREBEEZE-Z
deposit is refunded and the loan is fully repaid during the year ended —RNFE+Z A=+ HILFEHEEEE
31 December 2016. 2 o

(b)  As at 31 December 2016, the Company issued corporate bonds with (b) R-IEBE—RNF+-A=+—H  AQaM[
total principal amounts of HK$91,411,000 (2015: HK$69,500,000) HEHANTBEITARSREERI1,411,000%8
to several parties. The bonds are unsecured, bearing interest at rates T (ZZ—FR%F 69,500,000/ ) B A A
ranging from 5% to 9% per annum and maturity dates ranging from E5 - BEABEEAF FRENFSER
one to seven-and-a half years from the respective dates of issues. 9F - MEIEARNF& B #ITH L —

FEEFH -

() Several loans amounting to HK$3,100,000 from independent third (0 HTXRBEBILE=7 A%3,100,0005
parties were unsecured, non-interest bearing and repayable on TTZERAER - A5t B RAKESL
demand. As at 31 December 2016, included in other loans was gg N-_ZT—X"F+-_A=+—H0"
due to an independent third party of HK$5,050,000. The amount AAEMERREN —RBLIE=F5
is unsecured, non-interest bearing and repayable in 6 months from 25,050,000/ T2 ER - BARBELAE
the date of issue on 21 July 2016. The remaining loan represents - TEHE  WEARELBBAI =T
a loan with principal amount of RMB4,000,000 (approximately —RNFEtAZt+t—B)#EFAEA/EE -
HK$4,464,000) from an independent third party, which is unsecured, BRTERERE—BBYUFE =T CER
non-interest bearing and repayable on 31 December 2018. A 4,000,000t (494,464,000/% 7T )

ZERGEAEMER) - HREER - 1
AERAR-E-N\F+_A=+—AHE

(d)  The analysis by currency of borrowings is as follows: (d) EREEE 2T -
2016 2015
—E-XRE —T—hF
HK$’'000 HK$'000
FET FET
Hong Kong Dollar BT 84,505 65,765
Renminbi ARHE 15,625 11,943
100,130 77,708

* for identification purpose only
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RE BTSRRI

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

26. AMOUNT DUE TO A DIRECTOR 26. BN —BEEZNE
The advances are unsecured, non-interest bearing and repayable on 31 DR AEEEAELTEE WER-ZE— N\EF
December 2018. +=ZA=+—RHEE-
27. SHARE CAPITAL 27. B
Number of
ordinary shares
of HK$0.01
per share
FRR0.0158 T
ERRHE
‘000 HK$'000
TR TER
Authorised: ETE ¢
At 31 December 2015 and 2016 RZZE-—RER-FT—RF
+=A=+—8 250,000 2,500
Issued and fully paid: BEITIEE
At 31 December 2015 and 2016 RZZE-—RER-T—RF
+-A=+—H 158,128 1,581
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

28. SHARE OPTION SCHEMES 28. B

An ordinary resolution was passed by the Shareholders of the RAEARNRE_Z—MNFALANBREITZ

Company at the annual general meeting of the Company held RERAFEAE - AAFIREFEE—IB

on 8 September 2014 for the adoption of a new share option TRRZER  URAFTEREE( =

scheme (the “2014 Scheme"). E-MEFE]) -

In accordance with the Company’s 2014 Scheme, the Board of BEARRZ ZZF—NF:tE - XA

Directors of the Company may grant options to any director sRgrAAEEEIRESRES - U

and employee of the Group and suppliers, consultants, advisors, NitrER - BAA C BEE - RE ¥

agents, customers, service providers, contractors, any member P REHER - #8188 « NEEFM

of or any holder of any securities issued by any member of MERARKEMIRETE 2 KR E

the Group or any invested entity to subscribe for shares in the FresTEMEH 2 ERFE AR ER

Company at a price determined by the Board of Directors shall #oOUNRESeEFEZ2EBR(TEER

not be less than the highest of: LT &EE)RBEARFRS -

(@) the closing price of the shares as stated in the Stock (a) MELBE  BXHHNSARER
Exchange’s daily quotations sheet for trade in one or more FEE—F A LR EIAIER 5
board lots of the shares on the date of grant; U v(E

(b) the average closing price of the shares as stated on the (b) EEREBELHEAREZZEH @ B
Stock Exchange’s daily quotations sheets for the five FT & B#ERIIE AR 0 F U
business days immediately preceding the date of grant; and B: &

() the nominal value of a share on the date of grant. (0 MBHORIREASNEE -

The option may be exercised at any time within a period as BRRENEERETHRARERITE -

specified by the Directors, which should not be more than ten ENSHEABRER L B Rt +F1%

years from the date on which an option is granted. 178 o

Operation of the 2014 Scheme will commence after all —E—FEEER A SRR EE

conditions precedent have been fulfilled. As at the date of this Bz BRI 1E - RAIRE BE - SoRIE

report, the conditions precedent have not yet been completely IR EBIEER - At —ZF —MFEst

fulfilled and therefore the 2014 Scheme has not yet become BIN R AN A R N B IR TR IE o

unconditional and operative.

During the years ended 31 December 2016 and 2015, there was REEZE-_ZE—RNEA-_ZT—RF+-AH
no share option granted or exercised. =+ —BIEFE - BEEREER LS
1TfE
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Notes to the Consolidated Financial Statements

29. RESERVES

The Group's reserves is set out in the consolidated statement of
profit or loss and other comprehensive income and consolidated
statement of changes in equity. The nature and purpose of
reserves of the Group are as follows:

(@)

(b)

(c)

(d)

Share premium
The application of the share premium account is governed
by Section 40 of the Bermuda Companies Act 1981.

The Company’s share premium account is distributable in
the form of fully paid-up bonus shares.

Capital reserve

As at 31 December 2016 and 2015, the Group's capital
reserve of HK$1,553,000 represents waiver of a loan from
a former non-controlling shareholder of ICSC.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of non-monetary items in respect of which gains and
losses are recognised directly in equity and of the financial
statements of the foreign operations. The reserve is not
distributable by way of cash dividends and is dealt with
in accordance with the accounting policy set out in Note

5(c)(iii).

Contributed surplus

Pursuant to a resolution passed at the special general
meeting of the Company on 29 July 2011, the Company
reduced its issued share capital by an amount of
HK$109,665,000 and transferred the same amount to
the contributed surplus account of the Company. The
contributed surplus may be utilised by the directors in
accordance with the bye-laws of the Company and all
applicable laws.

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

29. fEE

AEEBRR G2 RERE 2 ER
ARRGEAREEDE - AEENOKE

ZHEERBIT

(@) MKi7a&E
B EERZEAZ—AN\—F8
REAFEFAOMEE -

RRE Bty ERRIABR AR Z
A

(b) EAXfEE
RZE—RFEFRZZE—HF+A
=+ —8 AEERNELRFEEAR
1,553,000 7T ' R EEEET
—HBRIFEIE IR E K o

(c) SMNEHRE
MR A R IER R E IR
AMEEZRAEREE SRR
HE BRI KB KR 2 BB R
KRR - HETEURSRE 2
KR - ARSI EES (i) T 8L 2
BEHBRES -

(d) E#EER
BEAR-_Z—FtA-+HBE
TZARBIRRE A BB ZIR
HEARRBEIREBEITRA
109,665,000/ 7T W% & REEE
BAXLNBIZEGEHBES - &35
AIREAN T ZARMA A E
BABIE B E &G -
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For the year ended 31 December 2016
BHE-_T—AF+-A=-+—HLEE

29. RESERVES (Continued) 29. f#E )
(e) Distributability of reserves (e) AJtH5 FiEE
At 31 December 2016, the aggregate amount of the RNRZTE—XE+-_A=+—8 1
Company'’s reserves available for distribution to its owners TR FARNANBES AZNANEIE
was HK$142,037,000 (2015: HK$163,396,000). #4858 /2142,037,0008 T (=%

— T4 1 163,396,000/ 7T) °

The Company’s reserves are as follows: RANTZHEEWOT -

Equity
component of

Share  convertible Contributed Accumulated Total

premium bonds surplus losses equity
TRRES

R EE R&EHo BERRNR RitER FlE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TET TR TBT TR TER

At 1 January 2015 RZE—-h%—H—H 230,325 2,263 109,665 (25,970) 316,283

Loss for the year FEEEE - - - (152,887) (152,887)

At 31 December 2015 R-ZE—HE+_-f

=1+—H 230,325 2,263 109,665 (178,857) 163,396

At 1 January 2016 RZB-<E—-A—H 230,325 2,263 109,665 (178,857) 163,396

Loss for the year EEFE - - - (21,359) (21,359)
Transfer to EHRZZHER

accumulated losses - (2,263) - 2,263 -

At 31 December 2016 R-E—-AE+=A
=+-H 230,325 - 109,665 (197,953) 142,037
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Notes to the Consolidated Financial Statements

30. COMMITMENTS

(a)

As at 31 December 2016, the Group had capital
commitments not provided for in the consolidated

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

30. &1E
(@) WZZE—RF+ZA=+—H =K
EERGEATBHRERANRBEZE

financial statements as follows: AFEIEIT
2016 2015
—E-RF —E—AF
HK$'000 HK$'000
FET FHEIT

Contracted for SHES]
— Manufacture of semiconductors — Bl B e 4R

segment 6,895 55,337

As at 31 December 2016, the Group has total future
minimum lease payments under non-cancellable operating
leases payable as follows:

(b) MR=ZFT-—RE+-A=+—H &
SERENAHBELEREZEN
RREEEE BB T -

2016 2015

S =

HK$000 HK$'000

FET FHET

Within one year —FR 4,051 2,504
Operating lease payments represent rentals payable by the KEAERIBIRAN R EE T

Group for certain of its offices and staff quarters. Leases
are negotiated for an average term of two years and
rentals are fixed over the lease terms and do not include
contingent rentals.

N

RENBIEERNZES - #E
ZHEBRFHSHME  HEHAHE
ZEE - MTEEIAEE -
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For the year ended 31 December 2016
NETZA=T—HIEFE

HE-T—

31. FINANCIAL INSTRUMENTS

Financial risk management policies

The Group's financial risk management policies seek to
ensure that adequate financial resources are available for
the development of the Group’s business whilst managing
its foreign currency, interest rate, market, credit, liquidity
and cash flow risks. The Group operates within defined
guidelines that are approved by the Board and the policies
in respect of the major areas of treasury activity are as
follows:

(i)

120

(a)

(b)

Foreign currency risk

The Group has minimal exposure to foreign currency
risk as most of its business transactions, assets
and liabilities are principally denominated in the
functional currencies of the Group entities. The
Group currently does not have a foreign currency
hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will
monitor its foreign currency exposure closely and
will consider hedging significant foreign currency
exposure should the need arise.

Interest rate risk

The Group’s shareholders loan and other loans
are interest free. The Group’s other bonds payable
and finance lease payable bear interest at fixed

31. TR

(i)

LA SR BRI R

AEEBZEMBEBREERRE §4&
BRAEEESEZHAMEEIRIN
BERASEZEKKFEREEEIN

- MW EE - ORBER
EReRERR - NEBIRREE

FeHECHETERSIER  HE R

ERERB 2 BERWMT
(a) SMERBR
HRAREBEKRBY XZHR

5 BERBBEIEULSE
BEXEXBERINGEEE
SIME - BURYE 2 SNE R R B
o ALE B AL ERINE

RPEENBEFIRIINE L

R o NEE T ) 5
HmEms &Rk - X ER

FERGE B LR EANAS
D LR

MERER

AEEZBRRERREME
RRRE - NREBZHAME
MESFLEMNRERERE

(b)

interest rates and therefore are subject to fair value EMERHFE  BEHAF
interest rate risk. The Group’s interest rate profile as BENERE  ANEBEZFIX
monitored by management is set out below: A AEIEEBEER - WY
m
Effective 31 December Effective 31 December
interest rate 2016 interest rate 2015
“E-RE —hF
ERFZE t-A=1+—~H EBME +—A=1+—H
HK$'000 HK$'000
% THT % FAET
Fixed rate borrowings: EBER
Loan from a non-controlling =R VNG
shareholder of a subsidiary EREEZER N/AFEHR - 5.6% 11,943
Other bonds payable HitENES 7.5%-10.7% 87,516 7.5%-10.7% 64,765
Convertible bonds AR ES N/ARER - 9.8% 14,728
Finance lease payables ENRERE 4.7%-7.0% 1,173 4.7%-7.0% 3,139
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Notes to the Consolidated Financial Statements

31. FINANCIAL INSTRUMENTS (Continued)

(i) Financial risk management policies (Continued)
Interest rate risk (Continued)
Interest rate sensitivity analysis
At 31 December 2016 and 2015, as the Group had
no significant bank deposits and interest bearing
liabilities at variable rate, the management consider
the risk is not significant.

(b)

(c)

Credit risk

The Group’s exposure to credit risk, or the risk of
counterparties defaulting, arises mainly from trade
and other receivables and deposits with financial
institutions. Management has a credit policy in place
and the exposures to these credit risks are monitored
on an ongoing basis.

(i)

Trade and other receivables

The maximum exposure to credit risk is
represented by the total carrying amounts
of these financial assets in the consolidated
statement of financial position reduced by
the effects of any netting arrangements with
counterparties.

In respect of trade receivables, the Group’s
exposure to credit risk is influenced mainly
by the individual characteristics of each
customer. The default risk of the industry
and country in which customers operate also
has an influence on credit risk but to a lesser
extent. At the end of the reporting period, the
Group has a certain concentration of credit
risk as the largest debtor is approximately 53%
(2015: approximately 55%) of the total trade
receivables. Normally, the Group does not
obtain collateral from its customers.

AR e B R AT

For the year ended 31 December 2016

BT AF+-A=+—BLFE

31. €M IT AE®)
() ZEEBEEKE &)
(b) FIEE &)

(c)

Annual Report 2016 %

Tl GUREZE 3T
RZE—RERZZT—RF
+=—A=+—H BRAE
B EERIRITERKETE
FEWETEBE BEEER
BRBITERK -

FERR

rEBZzEERRIEF
TETREEZRAR  XBE
EERKE S M HEARIAIA
EREmEE TR B2
BOHEEERE  LHZ
HEERBETHERSRE

() ERESREMIE
BeEERKRERA M
BRREANEBEESHE
=2 IR AR Y F
B2 EMIRE ¥
@,

MEWE ZFHIEME
REBFEY 2 EER
BREEXEEFR 2R
BEMTE TP EE
FIEfTERBIRZED
R RERE T
FERRELETEZ -
RIR & HAR 4 R B
rEBEBETEESS
R - BEAER AL
B EBHRBEBRELY
53% (=& —HF : 4
55%) o AEE—HKF
TERFPIGEES -
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For the year ended 31 December 2016
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HE_T—

RNETZA=+—HIFE

31. FINANCIAL INSTRUMENTS (Continued)
(i) Financial risk management policies (Continued)
(c) Credit risk (Continued)

122

(i)

(i)

Trade and other receivables (Continued)

The Group manages its exposure to credit
risk by investing its cash assets safely and
profitably, and by the application of credit
approvals, credit limits and monitoring
procedures on an on-going basis.

Deposits with financial institutions

The Group limits its exposure to credit risk
by placing deposits with financial institutions
that meet the established credit rating or
other criteria. Given these high credit ratings,
management does not expect any counterparty
to fail to meet its obligations.

As at 31 December 2016, the Group has
certain concentration of credit risk as 99%
(2015: 90%) of total cash and cash equivalents
were deposited at one financial institution in
Hong Kong with high credit ratings.

(d) Liquidity and cash flow risks
Liquidity and cash flow risks arise mainly from
general funding and business activities. The Group
practises prudent risk management by maintaining
sufficient cash and the availability of funding
through certain committed credit facilities.

— —
—

31. €M T AE»®)
() ZEEREFE R (&)
(c) EERKE)

() EWREZRHEMKE
(&)
rEEERAREREF
WREERSEE &
SEFREESY =
ERBENEEEFER
HizERR -

(i) MNEMERBZEFR
REEE B KT R FE
BERRAEEFANL
H b2 RIH0 & BB fE
BEEERR - ERZ
FoRRBRGSEER
ArA BERERHEF
FHEETTRE -

R-ZE—XNE+=A
—+—H BRERE
Bo9% (- T —FhH4F :
0% )2 HERFEEE
(ERZECEVER oS
MEEETRe
i 40

RBEERRSRERR
nBETRETRERMR T
BELTE-RESMEERE
B AEEBBERTER
BB ETRERERR
B UEBRBZENRRE
2o

(d)
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Notes to the Consolidated Financial Statements

31. FINANCIAL INSTRUMENTS (Continued)
(i) Financial risk management policies (Continued)
(d) Liquidity and cash flow risks (Continued)

The following table details the remaining contractual
maturities at the end of reporting period of the
Group’s non-derivative financial liabilities, which
are based on contractual undiscounted cash flows
(including interest payments computed by using
contractual rates or, if floating, based on current
rate at the end of reporting period) and the earliest

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

31. €@ T

Bz

(i) ZEEREIEER (&)

(d)

RBEESRAESRERR
(%)

TREAJAREEETESR
BERBREHEERKIZS
HWIERR BT R E (B A
CEEESACCI =R OE YN
WE AR 2 RITH X
AEZABNFORAEARER
ANRZHRFE AL 284

date the Group can be required to pay: TA X EIRER -
More than ~ More than
Total Within 1 year 2 years
contractual 1 year but but
Carrying undiscounted oron less than less than ~ More than
amount  cash flow demand 2 years 5 years 5 years
#an -FRg  -FEN0E WENL
FHR AR BRE BRE
REE BeRE ERE [k if REHNE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TERL TERL TERL THERL TERL
At 31 December 2016 R-B-RE
tZA=1-A
Trade and other payables ~ ENEHK
Eft 3R 19,645 19,645 18,386 - 1,259 -
Other bonds payable EhEHES 87,516 113,870 16,802 22,115 64,127 10,826
Finance lease payables ERRERE 1,173 1,221 780 441 - -
Other loans R EHR 12,614 12,614 8,150 4,464 - -
Amount due to a director B —REZFE 6,853 6,853 - 6,853 - -
127,801 154,203 44,118 33,873 65,386 10,826
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For the year ended 31 December 2016

=
fra

HE_T—

RNETZA=+—HIFE

31. FINANCIAL INSTRUMENTS (Continued)

124

(i)

(if)

31. @M T A)

Financial risk management policies (Continued) () ZEEREERE &)
(d) Liquidity and cash flow risks (Continued) d) RBESRRSRERR
(&)
More than  More than
Total Within 1 year 2 years
contractual 1 year but but
Carrying  undiscounted oron less than less than ~ More than
amount cash flow demand 2 years 5 years 5 years
gat —FAx -FNE BENE
FEH REEH BFe BFR
REE Rene EP kS hE AENE
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL TEL
At 31 December 2015 R-B-1F
TZA=+-8
Trade and other payables ~ ENZ 5 &
HbHR 13,100 13,100 12,107 - 993 -
Shareholder's loan RRER 1,000 1,000 - - 1,000 -
Loan from a non-controlling & —FHBAA
shareholder of a subsidiary ~ 3E2ARREE 2
EX 11,943 15,287 - - 15,287 -
Other bonds payable iR ES 64,765 92,848 4,365 9,660 11,610 67,213
Convertible bonds ERER 14,728 15,122 15,122 - - -
Finance lease payables ERBERE 3,139 3,329 1,726 933 670 -
108,675 140,686 33,320 10,593 29,560 67,213
Capital risk management (i) Bk EE
The Group manages its capital to ensure that entities in NEBEEEEA  UHEAEE
the Group will be able to continue as a going concern T ERS OSSR WiE BB
while maximising the return to shareholders through the N Y V-1 e - S oNE]
optimisation of the debt and equity balance. ¥R o

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between the
higher shareholder returns that might be possible with
higher levels of borrowings and the advantages and
security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes
in economic conditions. In view of this, the Group will
balance its overall capital structure through the payment
of dividends, new share issues as well as the issue of new
debt or the redemption of existing debt as it sees fit and
appropriate.

Han Tang International Holdings Limited SZEBERZERERAE

AEEEGRERRS REERLE
SHEE AERBBSERKFET
AIREERE SRR ORERRES
PRSP 2 2 B B R AR R 2 R 0 F
o YHREEERAEHHESE
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HRBRBERZEZIBRAT BB
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Notes to the Consolidated Financial Statements

31. FINANCIAL INSTRUMENTS (Continued)
(i) Capital risk management (Continued)

Consistent with industry practice, the Group monitors its
capital structure on the basis of a gearing ratio. This ratio
is calculated as total borrowings divided by total capital.
Total borrowings comprise of (i) borrowings, (ii) finance
lease payables and (iii) liability component of convertible
bonds as shown in the consolidated statement of financial
position. Total capital is calculated as equity, as shown in
the consolidated statement of financial position.

During 2016, the Group’s strategy, which was unchanged
from 2015, was to maintain a gearing ratio of not more
than 100%. The gearing ratio as at 31 December 2016
and 2015 were as follows:

iR e R R M
For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

31. €M IT AE®)

(ii)

BoEfREE (%)
HEFEN - AREREER
BHEREEEREESERE - It
Fo R THAR RS AR AR IR B AN BT
B o [ERARBEBREOER - ()EN
MEMER(iNTEREFZERE
BB o BARBETIRELR S MBI
MRRZ B IHERAE -

RIZT—RNF AEBZREE
T-REURIELSS)  DEES
BTHBI100% 2 EEBRELE -
R RNEN-_T—HF+=H
—+t—HMEEAGBLENAT :

2016 2015

—E—REF —E—hF

HK$'000 HK$'000

FET FHT

Total borrowings fEFR4BEE 101,303 95,575
Total equity K= saE 143,618 236,838
Gearing ratio BEAGBLE 70.5% 40.4%

Neither the Company nor any of the Group entities are
subject to externally imposed capital requirements.

ApRSAKEETNAEESHE
BETINEDIEINZ EARRIE ©

o
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A B R R

For the year ended 31 December 2016
BE T RF+-_A=T—HILHFE

32. CONNECTED/RELATED PARTY 32. BAME BAESRS
TRANSACTIONS

(a) The following is a summary of the transactions with (a) TYAEREE BEIXHIBE
connected/related parties, which were carried out in the ZERGNALE —MREBKIRBIEFR

normal course of operations of the Group: T
2016 2015
—NE —E—hF
HK$'000 HK$'000
FER FAT

Transactions between ICSC and ERETFRPRZEANRS

Zhongying
— Interest expense for borrowings —EZ 2B 345 695
Disposal of property, plant and m—HEREARTREME
equipment to a related company* B K&t * 444 -
* Mr. Lo Kai Wai (resigned as executive director on 24 June 2016) * REREAE(R=-_ZE—XFXA
is the director of the related company and he has significant ZTNABERITES) RZEE
influence over the company. RAIZESE  BEZABEE
25 -
(b) Compensation of key management personnel: (b) FTEEEASHH -
The emoluments of directors and other members of key EENHEMETBEEENEREH
management during the years were as follows: FEZHMeWT :
2016 2015
ZE-RF —E—hF
HK$'000 HK$'000
FHExT T
Short-term employees benefits SRl = =gl 3,152 3,375
33. MAJOR NON-CASH TRANSACTION 33. ERFRERS
During the year ended 31 December 2016, certain property, B2 -_Z—RNE+-_A=1+—"HIFE
plant and equipment with carrying amount of HK$973,000 HifS - BREE /973,000 2B TY
has been disposed to a shareholder, at a proceeds of ¥ HELREBEEET—RKRE - IE
HK$1,000,000, to settle the shareholder’s loans. FXIE A1,000,0008 70 - LABERRE
Koo
During the year ended 31 December 2016, the shareholder loan BHE_Z-—RE+_A=+—HILFE
transferred with the amount of HK$1,000,000 to straight bonds HARS - A #21,000,00078 T 2 I R E %
payable. BHEESENERES -
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Notes to the Consolidated Financial Statements

34. STATEMENT OF FINANCIAL POSITION OF

AR e B R AT

For the year ended 31 December 2016
BE-_T—XF+-A=-+—RALFE

34. AT BRI K

2016 2015
—E—REF —E—hAF
HK$’000 HK$'000
FET FHET
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Equipment B 1,552 2,328
Interests in subsidiaries N GIENGIPE T 245,374 243,035
Total non-current assets kRBEEHTE 246,926 245,363
Current assets REBEE
Prepayment and other receivables TR RRIA B H At FE U R IR 4,781 5,683
Cash and cash equivalents ReMREEEY 4,628 913
Total current assets REVEEMEE 9,409 6,596
Current liabilities REEE
Other payables HAth FETFRIE 9,260 4,994
Convertible bonds AR ES - 14,728
Borrowings EEN 18,650 -
Finance lease payables ErREERSE 584 557
Total current liabilities REBEEHAE 28,494 20,279
Net current liabilities REBEEFE (19,085) (13,683)
Total assets less current liabilities EEHERARBES 227,841 231,680
Non-current liabilities kRBERE
Finance lease payables ENpERE 354 938
Amount due to director e EERIR 6,853 -
Borrowings & 77,016 65,765
Total non-current liabilities FRBEEARE 84,223 66,703
Net assets EEEE 143,618 164,977
EQUITY %z
Share capital A% A 1,581 1,581
Reserves S 142,037 163,396
Total equity MR =48 58 143,618 164,977
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Five-Year Financial Summary
L FHBHRE

2016 2015 2014 2013 2012
—E-AF ZTAF ZTWF ZT-=F —T=F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TER TAT TAT TAT TAT

Revenue W25 - 28,844 50,467 - -
(Loss)/profit before BRI (EE),

taxation bl (76,567)  (161,315) (32,840) (12,914) 8,412
Non-current assets IEREEE 249,867 292,179 443,048 486,289 157,059
Current assets REEE 21,552 53,334 57,841 300,620 87,687
Current liabilities mEBE (37,775) (28,442) (6,983)  (250,381) (1,989)
Non-current liabilities EREEE (90,026) (80,233) (79,133)  (172,719) -
Equity A& 2% 143,618 236,838 414,773 363,809 242,757
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