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Chairman’s Statement and Management Discussion and Analysis

TREREREEBNWED N

BUSINESS REVIEW

The Group recorded an audited consolidated net loss of approximately
HK$449,897,000 for the year ended 31 December 2016 (the “Year") (2015 net
profit: approximately HK$33,369,000). Total revenue generated from continuing
and discontinued operations for the Year were approximately HK$32,224,000
(2015: approximately HK$60,009,000). The substantial decrease of revenue
was due to the halt of securities trading and investment since the second
half of 2015. The loss incurred for the Year was mainly attributable to the
impairment losses on unlisted available-for-sale (“AFS") investments amounting
to approximately HK$167,566,000 and the losses on disposal of subsidiaries
engaged in AFS investments amounting to approximately HK$252,353,000. As a
result of the aforesaid losses on disposal of subsidiaries and impairment losses,
the net asset value of the Group decreased from approximately HK$889,907,000
as at 31 December 2015 to approximately HK$398,581,000 as at 31 December
2016, representing a 55.2% decrease.

Health Care and Pharmaceutical Products

Sales performance of healthcare products was weak for the Year as a result
of decline of premium market in Mainland China. Revenue from Chenlong
Baoling Longevity Ginseng products for the Year amounted to approximately
HK$308,000 (2015: approximately HK$2,560,000), representing a significant
decrease. The segment loss of approximately HK$21,942,000 (2015:
approximately HK$22,041,000) was mainly due to an allowance of slow moving
ginseng products of approximately HK$12,971,000 (2015: approximately
HK$8,632,000) included in the result of discontinued operations.

Sales of the pharmaceutical products during the Year was largely contributed
by two key products, Azithromycin Granules (II) ( [FHBXEBER ()] )
and Rosiglitazone Hydrochloride Capsules ( [E&EE 85| EIBE] ) . The
sales performance of pharmaceutical products for the Year was stable. Revenue
of pharmaceutical products for the Year was approximately HK$19,560,000,
representing a slight decrease of 3.1% from approximately HK$20,178,000
as compared to last year. The segment profit for the Year amounted to
approximately HK$1,725,000 (2015: approximately HK$2,331,000).
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Chairman’s Statement and Management Discussion and Analysis

Results of the trading and manufacturing of healthcare and pharmaceutical
products were classified as discontinued operations and were treated as held for
sale in accordance with the applicable accounting standards due to the entering
into of a sale and purchase agreement as mentioned hereinbelow in the section
headed “Prospects for the Year 2017 and Development Plan”. As at the date of
this statement, the Group has not yet completed the disposal of these business

segments.

Securities Trading and Investments

Since July 2015, trading and investment in listed securities has come to a halt
and therefore, trading and investment in listed securities no longer generated
any revenue during the Year (2015: approximately HK$28,038,000), leading to a
significant decline in revenue of the Group for the Year as compared to previous

financial year.

Available-for-sale investments

Al AFS investments of the Group were sold during the Year. Hence, as at 31
December 2016, there was no AFS investment of the Group (31 December
2015: three overseas entities at carrying amount/fair value in an aggregate of
approximately HK$534,200,000 and two unlisted investment funds at fair value
of approximately HK$26,385,000 in aggregate). The followings set out further

information on the disposal of AFS investments of the Group for the Year.
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Chairman’s Statement and Management Discussion and Analysis

TREREREEBNWED N

During the Year, the Group recognized impairment of approximately
HK$126,074,000 against the carrying amount of Joint Global Limited ("JGL"),
a company incorporated in the Marshall Islands with limited liability principally
engaged in private equity investment and debt securities investment, due to
the substantial loss incurred and the decrease in net asset value of |JGL with
reference to the unaudited management accounts of JGL. During the Year, JGL
engaged in debt securities investment and distributed the convertible note in
its investment portfolio to the members. Therefore, by way of distribution in
species of JGL in April 2016, the Group entitled to a convertible note (the “CN")
in the principal amount of approximately HK$19,855,000 bearing the interest
rate of 5% per annum convertible into 26,633,094 ordinary shares of Up Energy
Development Group Limited (“Up Energy”), a company incorporated in Bermuda
with limited liability and listed on The Stock Exchange of Hong Kong Limited
(the "Stock Exchange”) (representing approximately 0.58% of the enlarged issued
share capital upon full conversion of the Group's entitlement) at the conversion
price of HK$0.7455 due 31 December 2018. In November 2016, the Group
disposed of its entire interest of 8.63% (31 December 2015: 8.89%) in JGL and
the CN at the consideration of HK$10,000,000. As at 3| December 2016, the
carrying amount of JGL was HK$Nil (31 December 2015: HK$137,500,000).

Having reviewed the unaudited management accounts of Freewill Holdings
Limited (“FHL") and considered the unaudited net asset value of FHL as at
30 June 2016 in principle, an impairment of approximately HK$4 1,492,000
was recognized for the Year. In December 2016, the Group disposed of
its entire interest of 5.71% (31 December 2015: 6.09%) in FHL, a company
incorporated in the Marshall Islands with limited liability principally engaged in
property investment, financial services and money lending in Hong Kong, at the
consideration of HK$35,000,000. As at 31 December 2016, the carrying amount
of FHL was HK$Nil (31 December 2015: HK$180,000,000).
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Chairman’s Statement and Management Discussion and Analysis

During the Year, the fair value change of Co-Lead Holdings Limited (“Col"),
a company incorporated in the British Virgin Islands principally engaged in
securities investments, amounted to approximately HK$186,700,000 was booked
as other comprehensive expense. In December 2016, the Group disposed of its
entire interest of 9.66% (31 December 2015: 9.73%) in CoL at the consideration
of HK$30,000,000. All the cumulative gain or loss previously accumulated in
the investment revaluation reserve resulting from the change in fair value was
reclassified to profit or loss amounting approximately HK$ 147,419,000 for the
Year. As at 31 December 2016, the carrying amount of ColL was HK$Nil (31
December 2015: HK$216,700,000).

In August 2016, the Group realized two unlisted investment funds at market
value of approximately HK$27,462,000 (31 December 2015: approximately
HK$26,385,000) with a net loss on disposal of approximately HK$2,537,000. All
the cumulative gain or loss previously accumulated in the investment revaluation

reserve was reclassified to profit or loss for the Year.

Money Lending Business

In 2016, the Group continued to utilize part of its surplus cash to provide
short-term financing to corporate and individual borrowers. During the Year,
the Group enlarged the loan portfolio and the interest income generated from
the money lending business amounted to approximately HK$9,540,000 (2015:
approximately HK$7,596,000), representing an increase of approximately 25.6%
as compared to last year. In November 2016, the Group disposed of the entire
equity interest in its wholly-owned subsidiary which carried out money lending
business, at a consideration of HK$30,000,000. Therefore, the Group did not
record any loan receivables as at 3| December 2016 (31 December 2015:

HK$142,714,000).

Wine Trading

Revenue generated from trading of wine products for the Year increased to
approximately HK$2,816,000 (2015: approximately HK$1,637,000). However,
the Group recorded a loss of approximately HK$778,000 (2015: profit of
approximately HK$592,000) in this business segment.
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Chairman’s Statement and Management Discussion and Analysis

TREREREEBNWED N

LIQUIDITY, FINANCIAL ANALYSIS AND CAPITAL STRUCTURE

As at 31 December 2016, the Group had no outstanding secured bank
borrowing (31 December 2015: HK$10,000,000) as the amount was fully repaid
during the Year. However, as at 3|1 December 2016, the Group had other
unsecured borrowing at fixed interest rate classified under “liabilities of a disposal
group classified as held for sale” of approximately HK$ 11,164,000 (31 December
2015: HK$NIl). Such borrowing was denominated in Renminbi, and thus, there
was exposure to fluctuations in exchange rate. Gearing ratio of the Group as
[.12%).

This calculation is based on net borrowing mentioned above and shareholders’

at 31 December 2016 was approximately 2.8% (31 December 2015:

funds of approximately HK$398,581,000 (31 December 2015: approximately
HK$889,907,000). Cash and bank balances amounted to approximately
HK$414,263,000 (31 December 2015: approximately HK$180,342,000)
and total assets were approximately HK$446,345,000 (31 December 2015:
approximately HK$930,923,000).
same date amounted to approximately HK$395,965000 (31 December 2015:
approximately HK$302,474,000). As at 31 December 2016, total inventories,

Net current assets of the Group on the

including those under "Assets of disposal group classified as held-for-sale”,
amounted to approximately HK$4,668,000, representing a substantial decrease
of approximately HK$11,598,000 when compared with the amount as at 3|
December 2015. The Group had no material capital commitment as at 3|

December 2016.

As at 3| December 2016, the issued share capital of the Company was
1,059,749,920 shares of HK$0.01 each.
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Chairman’s Statement and Management Discussion and Analysis

FOREIGN EXCHANGE RISKS

The Group's operations conducted in the PRC are mainly settled in Renminbi
while wine trading billings are mainly settled in Euro. However, securities
trading and investments as well as money lending are conducted in Hong Kong.
Therefore, the Group was exposed to fluctuations in foreign exchange rate to
a certain extent during the Year. Currently, the Group has no formal hedging
policies in place. The Group has not entered into any foreign currency exchange

contracts or derivatives to hedge against the Group's currency risks.

PROSPECTS FOR THE YEAR 2017 AND DEVELOPMENT PLAN

Notwithstanding the Group had attempted to promote and repackage its
ginseng products in China in previous vyears, the sales performance remained
weak during the Year. In the last quarter of 2016, the Group entered into an
agreement to dispose of the entire issued share capital of Captain Wise Limited
and its subsidiaries at the consideration of HK$10 million so as to sell its entire
interest in manufacturing and trading of pharmaceutical and healthcare business,
pursuant to which the Group was granted an option to terminate the disposal at
its sole discretion before end of 2017. The Board will appraise the performance
of such business and other business opportunities prior to proceeding with the

completion.

Looking forward, with the breadth of experience and knowledge of the new
board members, the Group will strive to develop some core businesses in
fund management as well as in cross-border direct investment and in particular
the fixed income investment in various business sectors. The Company will
explore the opportunities of partnership arrangement and some external
financial resources and banking facilities to finance such business developments.
Meanwhile, the Group is in the midst of appraising some investment proposals
mainly in healthcare, life-science and education industries which have yet to be

materialized and may or may not proceed.
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Chairman’s Statement and Management Discussion and Analysis

ITRERBEREERBNWED N

UK. Prime Minister Theresa May is preparing to trigger Brexit in the last week
of March 2017 after securing the permission of the parliament to begin two
years of talks with European Union and the decline in sterling pound following
the Brexit vote has become a lure to foreign investors. The Board will certainly
take into account the global economy in evaluating overseas investments if and
when suitable opportunities arise. It is expected that under the stewardship of
new board members, the Group will have a new direction in future business

developments.

On 24 February 2017, the Board announced the proposed change of the
English name of the Company from Dragonite International Limited to “OCI
International Holdings Limited” and to adopt the Chinese name "% & BB 1% i%
BIR/AA)" as the new dual foreign name of the Company in place of its existing
Chinese name "Z28BIEBR A" The proposed change of company name is
subject to the shareholders’ approval at the forthcoming annual general meeting
of the Company and the Registrar of Companies in the Cayman Islands granting
the approval. It is expected that the new name can provide the Company with
a fresh corporate image and identity which will benefit the Company's future

business development.

DETAILS OF MATERIAL DISPOSAL OF SUBSIDIARIES

In November 2016, the Group disposed of the entire issued share capital of
Smart State Developments Limited, an investment holding company incorporated
in the British Virgin Islands with limited liability for the consideration of
HK$10,000,000 to an independent third party to enable the Company to exit
the loss making AFS investment in JGL. A loss on disposal of approximately

HK$ 1,426,000 was recorded for the Year.

In November 2016, the Group also disposed of the entire issued share capital of
Dragonite Resources Limited, a company incorporated in the British Virgin Islands
with limited liability, for the consideration of HK$30,000,000 to an independent
third party as the Group determined to cease its money lending business. A loss

on disposal of approximately HK$189,000 was recorded for the Year.
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Chairman’s Statement and Management Discussion and Analysis

In December 2016, the Group further completed the disposal of the entire
issued share capital of two subsidiaries, Colour State Limited and Silvermoon
Developments Limited, both the investment holding companies incorporated
in the British Virgin Islands with limited liability for the consideration of
HK$30,000,000 and HK$35,000,000 respectively, to two independent third
parties to enable the Company to exit the loss making AFS investments

in CoL and FHL. Losses resulting from the said disposals of approximately

HK$147,419,000 and HK$103,508,000 were recorded for the Year respectively.

DIVIDEND
The Board does not recommend any dividend payment for the Year. (2015:
HKS$NIl)

PLEDGE OF ASSETS

At 31 December 2016, no secured short-term borrowing (31 December 2015:
HK$10,000,000) was reported. (31 December 2015: secured by the unlisted
investments funds included in AFS investments with the carrying amount of
approximately HK$26,385,000)

CONTINGENT LIABILITIES

As at 31 December 2015, the Group was subject to a claim of approximately
HK$9.4 million from an external consultant pursuant to a so-called consulting
agreement alleged by him and the outstanding retainer fee and expenses in
relation to the disposal of electronic cigarette business taken place during the
year ended 31 December 2013. On 12 April 2016, a notice of discontinuance
which stipulated that the proceedings against the Company be wholly
discontinued was filed in the High Court of the Hong Kong Special Administrative
Region by the plaintiffs. Therefore, at end of the Year, the Group was not liable

to any legal proceedings of which provision for contingent liabilities was required.

EMPLOYEE POLICY

As at 31 December 2016, the Group employed approximately 100 employees
in the PRC and Hong Kong. The remuneration package of the employees is
determined with reference to market conditions, their performance, experience

and their positions, duties and responsibilities in the Group.
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Chairman’s Statement and Management Discussion and Analysis
ITRERBEREERBNWED N

APPRECIATION ESE)
The Board would like to express our gratitude and sincere appreciation to all EEQRLRAANARTAELEBEYE . T8
our business partners, management, staff members, and shareholders for their CEBTRBRE—ERNYE o

continuous support.

On Behalf of the Board REES2

Dragonite International Limited 2ERBERLT

Feng Hai Y1

Chairman e

24 March 2017 —Z—+F=A=+MWmA
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The board of directors (the "Board”) of Dragonite International Limited
(the “Company”) is committed to maintaining and ensuring a high standard
of corporate governance. The Board takes the view that a high standard of
corporate governance lays down a solid foundation for enhancing a high degree
of accountability and transparency, maintaining sound and effective internal
control, improving the performance of the Group and safeguarding the interests

of the shareholders of the Company.

The Board has adopted the code provisions set out in the Corporate
Governance Code (the “Code") as contained in Appendix 14 to Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules"). During the year ended 3| December 2016 (the “Year"),
the Company has complied with the Code except the deviations from code
provisions A4.1, A.6.7 and D.|.4 of the Code. The Board will continue to review
and recommend such steps as appropriate in a timely manner in order to comply

with the requirements of the Code.

THE BOARD

As at 31 December 2016, the Board was comprised of Mr. Feng Hai (Chairman),
Ms. Chan Mee Sze (Managing Director and Chief Executive Officer), Mr. Lam
Suk Ping, Mr. Li Yi and Ms. Xiao Qing as Executive Directors; and Mr. Lam Man
Sum, Albert, Mr. Chang Tat Joel and Mr. Wong Stacey Martin as Independent
Non-executive Directors. Mr. Feng Hai and Mr. Li Yi have been appointed as
Executive Directors on || November 2016. Mr. Lee Kien Leong resigned as
Chairman and Executive Director on 28 November 2016 and Mr. Feng Hai has
been appointed as Chairman of the Board upon the resignation of Mr. Lee Kien
Leong. Mr. Liu Zheng had been appointed as Executive Director for the period
from || November 2016 to 16 December 2016 and Ms. Xiao Qing has been
appointed as Executive Director on 16 December 2016 to take the place of
him. Mr. Du Peng and Ms. Zheng Xiaosu have been appointed as Non-executive

Directors on |7 February 2017.
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The biographies of the Directors are set out in pages 29 to 32. The composition
of Board members demonstrates a diversity of skills, expertise, experience and

qualifications.

The Board is responsible for the overall strategic development of the Company
and its subsidiaries (collectively the "Group”) and is also responsible for the
financial performance, internal control policies and business operations of
the Group. The daily operations of the Group are delegated to the Group's
management. All Directors are provided with updated information relating to
corporate governance and regulatory matters. During the Year, all Directors
had been provided with monthly management updates giving a balanced and
understandable assessment of the Company's performance, position and
prospects to enable the Directors to discharge their duties under the Listing

Rules.

The Board is responsible for performing corporate governance functions with

written terms of reference. The primary duties are:

I. To develop and review the Company's policies and practices on corporate

governance.

2. To review and monitor the training and continuous professional

development of Directors and senior management.

3. To review and monitor the Company's policies and practices on

compliance with legal and regulatory requirements.

4. To develop, review and monitor the code of conduct applicable to

employees and Directors.

5. To review the Company's compliance with code and disclosure in the

corporate governance report.

DRAGONITE INTERNATIONAL LIMITED
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BOARD MEETINGS

The Executive Directors meet on a regular basis to discuss the ordinary business
of the Company. Board meetings are held to discuss the overall development,
operation, financial performance, interim results, annual results and other
business of the Company that requires approval from the Board. Reasonable
notice has been given to Board members to give them an opportunity to attend.
All Board members are provided relevant documentation covering the subject
matter of the board meetings. Board members are also provided with sufficient
information in a timely manner to review and consider matters to be discussed
at Board meetings and also for passing written resolutions. The Company utilizes

telephone conferencing for Directors who are not able to attend in person.

During the Year, the Board held seven board meetings. The following table

shows the attendance of Directors at board meetings during the Year:
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HOESTHERESE BIALAAREE
%o AREZEERNIRTRALABES
E2E BHRR THEE FEXER
REZQERCEMER - ARAIGHRTES
SRERERN  UERSRHLFEEE
FE2RENENEBREEEEZBNAHX
o TERERHAREMABHNERES
SRR LAANTAERBREEARER - ¥R
TERFHELES  ARAIEAERSEN
ANERFLE

RAEE ESERTLAEFEEE - X
NWRAEEESHRFEESRRNEN

Name of Directors Attendance
B3R HEERRE
Executive Directors iTES
Feng Hai (Chairman)(appointed as Executive Director BE(LE)  R=FE—NE+—H1+—H 11
on |1 November 2016 and appointed as Chairman BEERPITEE IR _F—NF
on 28 November 2016) TRt/ \AEZFRFE)
Chan Mee Sze (Managing Director & Chief Executive Officer) BREB(EFHLBERITHARZ) 6/7
Lam Suk Ping HRF 717
Li Yi (appointed on || November 20/6) FRR-F-—ANE+—HA+—HEZHF) /1
Xiao Qing (appointed on 16 December 2016) HER_E—NFFT_ATAEEL) [/
Lee Kien Leong (resigned as Chairman and PRER-_F-—NEFT—HA=T/IH 6/6
Executive Director on 28 November 20/6) FHIFERNTEFRE)
Liu Zheng (appointed on || November 2016 and A (R=—F—NE+—H+—HEZHE N/ATER
resigned on 16 December 2016) WRZFE—NFELTZHAF AT
Independent Non-executive Directors BYFHITES
Lam Man Sum, Albert MRER 417
Chang Tat Joel il 217
Wong Stacey Martin HEH 417
2EEBRERQA
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EXRERRE

During the Year, all Directors discharged their duties in a dedicated, diligent
and proactive manner with reasonable prudence. They have executed their
duties in accordance with statutory requirements, the articles of association of
the Company (the “Articles of Association”) and the Listing Rules. All Directors
have exercised due care in monitoring corporate matters of the Company and

provided sufficient time and attention to all significant issues of the Group.

DIRECTORS’ CONTINUOUS PROFESSIONAL DEVELOPMENT
The Directors are encouraged to enroll in professional development courses and

programs so that they can continuously update and refresh their knowledge and

EEZRHESRER
EXETB2NBXERRAERNS - UHE
TRY T AN AN e B MR URN T - X EF

RAFE  2BEFNAEREI AT
EREIBHETHE - WERBZETER K
RRABERAR((AHERA[ ] R EHR
AIETRE 2BEFEHEE
B URDBRARREENEIAEEME
EDNGIEE

PNGIL:0MSE

skills. The training received by each Director is set out below: fasET
Corporate Accounting/
Governance/ Financial/
Updates on Management or
Laws, Rules & Other
Regulations  Professional Skills
hRER EE- g5/ 8%/
Directors #8I R RBl# BB HAM
Bz RHER XK
Executive Directors HTES
Feng Hai (appointed as Executive Director on BB(R=F-—NF1+—F+—HEZFA — —
11 November 2016 and appointed as Chairman ~ #{7£%  UR=F— F+—H=+/1H
on 28 November 2016) BEERTE)
Chan Mee Sze EE -
Lam Suk Ping PR -
Li Yi (appointed on |1 November 2016) PRR-F-—NFEF—HT—HEZL) - -
Xiao Qing (appointed on 16 December 2016) BER-FE-—NFF-H+ HEZHF) - -
Lee Kien Leong (resigned as Chairman and PRER-F-NEL—HA=F+/1H - -
Executive Director on 28 November 2016) FITFEFRBTEERY)
Liu Zheng (appointed on || November 2016 ER=—F—NF+—H1T—HEZF - -
and resigned on 16 December 2016) WRZFE—NFEFZH 1A
Independent Non-executive Directors BYFHTES
Lam Man Sum, Albert MER v v
Chang Tat Joel #Ed — —
Wong Stacey Martin =iEH Y -
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2016 Annual Report



DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the
Listing Rules. Following enquiries with the Directors, the Company has received
confirmation from each of the Directors confirming that he or she has complied

with the required standard of dealings set out in the Model Code for the Year.

SEGREGATION OF DUTIES

Chairman and Managing Director positions are held by separate individuals
with a view to maintain an effective segregation of duties in respect of the
management of the Board and the day-to-day management of the Group's
business. The Chairman is responsible for the management of the Board and the
strategic developments of the Group. The Managing Director is responsible for

the Group's day-to-day corporate administration.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Independent Non-executive Directors bring independent judgment to the
Board. Each Independent Non-executive Director sent a written confirmation of
their independence pursuant to Rule 3.13 of the Listing Rules to the Company.
Based on these confirmations, the Board considers that all Independent Non-
executive Directors have met the qualifications of Rule 3.13 of the Listing Rules

for the Year.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

Directors are appointed in accordance with their qualifications and experience
to ensure they are capable to perform their duties and protect the interests of
the stakeholders. Every newly appointed Director receives a comprehensive and
formal introduction to ensure that he/she has an understanding of the Group's
business and operation, his/her responsibilities and obligations under the Listing

Rules and relevant regulatory requirements, and the Model Code.

Article D.1.4 of the Code stipulates that issuers should have formal letters of
appointment for directors setting out the key terms and conditions of their
appointment. As three of the newly appointed executive directors, namely Mr.
Feng Hai, Mr. Li Yi and Ms. Xiao Qing have not entered into service contracts
with the Company for their appointments as directors of the Company, which
constitutes a deviation from D.l.4 of the Code. Three of them do not receive
any remuneration for their appointment as directors of the Company and the
Company is in the course of finalizing the service contracts with them. The Board

believes that such deviation from D.|.4 of the Code can be resolved soon.

Article A4.l of the Code stipulates that non-executive directors shall be
appointed for a specific term and be subject to re-election. Save as the
appointment of Mr. Lam Man Sum, Albert as an Independent Non-executive
Director has no specific term of office, which constitutes a deviation from A.4.1
of the Code, all the Independent Non-executive Directors and Non-executive
Directors have been appointed for an initial term of 3 years. However, all
Independent Non-executive Directors and Non-executive Directors are subject
to retirement by rotation at the Annual General Meeting of the Company in
accordance with the Articles of Association. The Board therefore considers that
sufficient measures have been taken to ensure that the Company's corporate

governance practices are no less exacting than those of the Code.

According to the provisions of the Articles of Association and the Listing Rules,
any Director appointed by the Board to fill a casual vacancy shall hold office
until the next following general meeting of the Company, and in the case of an
addition to the existing Board, until the next following Annual General Meeting
of the Company. Furthermore, each Director, including those appointed for a
specific term or holding office as Chairman and/or Managing Director, are subject

to retirement by rotation at least once every three years.
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NOMINATION OF DIRECTORS

In March 2012, the Company established the nomination committee which
is responsible for the selection of individuals nominated as Director. The
Board considers the experience, qualification, general market conditions and
composition of the Board in selecting and recommending candidates as Directors

of the Company.

Detailed information relating to educational, professional qualifications and
relevant work experience are provided at the board meeting to approve the
proposed appointment of new Directors. The criteria for selecting Directors
are mainly based on the candidate's qualifications, experience, professional

knowledge, ethics and integrity.

BOARD DIVERSITY POLICY

The Board has adopted the Board Diversity Policy pursuant to which the Board
considers a number of aspects, including but not limited to gender, age, culture
and educational background, ethnicity, professional experience, skills, knowledge
and length of services in designing the Board's composition. The ultimate decision
will be based on merit and contribution that the selected candidates will bring
to the Board. The Nomination Committee will review the Board Diversity Policy,
as appropriate, to ensure its effectiveness and to monitor the implementation of

the Board Diversity Policy.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

In determining the remuneration of Directors and senior management,
the Company took into account (i) prevailing market conditions; (ii) time
commitment requirements; (iii) duties and responsibilities; (iv) contribution to the
Group; (v) qualifications and (vi) experience, to ensure sufficient remuneration

levels to attract and retain high caliber personnel without paying excessively.
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THE COMMITTEES

Audit Committee

The audit committee of the Company (the “Audit Committee”) was established
in 2001 and the Company adopted written terms of reference for the Audit
Committee. In December 2015, the Board adopted a set of revised terms of
reference of the Audit Committee in which risk management has been specifically
included as the responsibility of the Audit Committee. During the Year and up
to the date of this report, the Audit Committee is comprised of the following

Independent Non-executive Directors:

Mr. Chang Tat Joel (Chairman)
Mr. Lam Man Sum, Albert
Mr. Wong Stacey Martin

The primary duties of the Audit Committee include, among other things, review
and supervision of the financial reporting process, risk management and the
Company's internal control policies and procedures. The Audit Committee
also acts as the communication bridge between the Board and the external
auditors in relation to the planning and scope of audit work. The appointment
of members to the Audit Committee was based on members’ breadth of

experience in various commercial sectors and professional knowledge of financial

reporting and general management.

During the Year, the Audit Committee held two meetings to review interim and
annual results of the Group, internal control and risk management issues. The
Risk Management Policies and Procedures was adopted during the Year and the
Enterprise Risk Management Advising Service Report prepared by an external
advisor was reviewed by the Audit Committee. The attendance records of the

meetings are shown below.
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Remuneration Committee

The remuneration committee of the Company (the “Remuneration Committee”)
was established in 2005. In March 2012, the Board adopted a set of revised
terms of reference of the Remuneration Committee which included changes in
line with the new requirements of the Code. During the Year and up to the
date of this report, the Remuneration Committee is comprised of the following

Independent Non-executive Directors:

Mr. Chang Tat Joel (Chairman)
Mr. Lam Man Sum, Albert
Mr. Wong Stacey Martin

The primary duties of the Remuneration Committee include, among other things,
determining the policy for the remuneration of Executive Directors, assessing
performance of Executive Directors and approving the terms of Executive
Directors’ service contracts. The Remuneration Committee review and approve
the management's remuneration proposals with reference to the Board's
corporate goals and objectives to make recommendations to the Board on the

remuneration packages of individual executive Directors and senior management.

During the Year, the Remuneration Committee held one meeting to review and
recommend the remunerations of the Directors. The attendance record of the

meeting is shown below.

Nomination Committee

The Company established a nomination committee (the “Nomination
Committee”) in March 2012 with written terms of reference. During the Year
and up to the date of this report, the Nomination Committee is comprised of

the following Directors:

Mr. Lam Man Sum, Albert (Chairman)
Ms. Chan Mee Sze

Mr. Chang Tat Joel

Mr. Wong Stacey Martin
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The primary duties of the Nomination Committee include (i) reviewing the
structure, size and composition of the Board; (ii) selection of individuals
nominated for directorships; (iii) assess the independence of Independent Non-

executive Directors; and (iv) make recommendations to the Board.

During the Year, the Nomination Committee held four meetings to (i) review
the structure, size, composition and diversity of the Board, including the mix of
skills, competence and experience of the directors; (ii) consider the proposed
appointment of Mr. Feng Hai, Mr. Li Yi, Ms. Xiao Qing and Mr. Liu Zheng as
Directors; (iii) consider the proposed appointment of Mr. Feng Hai as Chairman
of the Company upon the resignation of Mr. Lee Kien Leong; and (iv) review
the independence of the Independent Non-executive Directors. The attendance

record of the meeting is shown below.

Attendance Record
The following table shows the attendance of Directors at meetings of the Audit

Committee, Remuneration Committee and Nomination Committee during the

REZBGIZEREBER()EHNESFS LR
B RERER () BEREREZEMAL:
(i) FHEBIUERTEZNBUIL K (v)AE
FQRNES -

RAFE  REZBQETORE
NEEEIEE /\%( B RKEZ T
DREERE  THRER2ES  ()ERRE
BREAERBEE  FREE B ﬁﬁi&%‘ﬂﬁ
TERES  (NBRNEZRELERTRER
ZERBBRERARAER : R(vyBaBIL
FRTES BN - R ZLHELEHERT
X o

% \()$A

A %
TRIRFAFEREERZEE FHREERE
FEERERACESLRERR

Year:

Attendance

HERR
Audit Remuneration Nomination
Name of Directors Committee Committee Committee
e ENEREE FMZEEe REZEE8
Lam Man Sum, Albert ME R 212 /1 4/4
Chang Tat Joel =i 22 /1 3/4
Wong Stacey Martin EHIEH 22 1/ 4/4
Chan Mee Sze RER NATER  NATER 4/4
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INVESTOR RELATIONS AND COMMUNICATIONS

Company general meetings are valuable platform to allow the Board to
communicate with shareholders and answer questions regarding proposed
resolutions. Individual resolutions were stipulated at general meetings for each
substantial issue and Board members are available to answer questions raised

by shareholders. The attendance of each Director at the general meeting of the

Company for the Year is set out below:
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HEARRRRAGNERMT :

Name of Directors Attendance
E=EB HERR
Executive Directors BITES
Feng Hai (Chairman)(appointed as Executive Director BE(LE)R_FE—NF+—H1T—H N/AA i F
on 11 November 2016 and appointed as Chairman EZEEBHTEE TR -F—F
on 28 November 20/6) TRt/ NAEZERFE)
Chan Mee Sze (Managing Director & Chief Executive Officer) REB(BEFLLERITHAZ) 1/
Lam Suk Ping R 1/
Li Yi (appointed on || November 20/6) PRR-F-—NEL—H+—HEZHE) N/AT3E
Xiao Qing (appointed on 16 December 2016) BER-ZF—NEFZH+HEZF) N/AA i F
Lee Kien Leong (resigned as Chairman and Executive Director THRER-_F-—NF+—H=+/H 11
on 28 November 2016) FHELERNTEEFRYE)
Liu Zheng (appointed on |1 November 2016 and resigned on MMER=—F-—NEFE+—H+—HEEZT - N/AA i F
16 December 20/6) WRZFE—F+ AT AFE)
Independent Non-executive Directors BUFHTES
Lam Man Sum, Albert MER I/1
Chang Tat Joel L fegicl 0/1
Wong Stacey Martin =EHN 11
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Under the code provision of A.6.7 of the Code, all independent non-executive
directors and non-executive director should attend general meetings of the
Company and develop a balanced understanding of shareholders’ view. For
the Annual General Meeting held on 26 May 2016, Mr. Chang Tat Joel, the
Independent Non-executive Director of the Company was unable to attend due

to other business engagement.

In March 2012, the Board adopted a Shareholder's Communication Policy aiming
to provide Shareholders and potential investors with ready and timely access to
balanced and understandable information of the Company. Information of the

Group was disseminated to Shareholders and investors as follows:

®  Delivery of interim reports and annual reports to all shareholders of the

Company and other interested parties;

*  Announce interim results and annual results on the Stock Exchange's
website and the Company's website; and issue and publication of other
announcements and shareholders’ circulars in accordance with the

continuing disclosure obligation under the Listing Rules; and

* Inside Information is disclosed to the public by way of announcement as
required by the Listing Rules and pursuant to Inside Information Provisions

under Part XIVA of the Securities and Futures Ordinance.

Procedures for directing shareholders’ enquiries to the Board

Shareholders may direct enquiries to the Board at any time. Such enquiries can
be addressed to the Company Secretary by mail to the Company's principal
office in Hong Kong at Suite 3205, 32/F., Tower 6, The Gateway, 9 Canton Road,
Tsim Sha Tsui, Kowloon, Hong Kong.
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SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene an Extraordinary General Meeting and putting
forward proposals at shareholders’ meetings

There are no provisions allowing shareholders to propose new resolutions at
general meetings under the Cayman lIslands Companies Law or the Articles
of Association. Shareholders who wish to move a resolution may request the
Company to convene an Extraordinary General Meeting following the procedures

set out below.

Pursuant to Article 58 of the Articles of Association, any one or more 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 Company Secretary of the Company, to require an Extraordinary
General Meeting to be called by the Board for the transaction of any business

specified in such requisition.

If the requisition is in order, then the meeting shall be held within two (2)
months after the deposit of such requisition. If within twenty-one (21) days
of such deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the failure of

the Board shall be reimbursed to the requisitionist(s) by the Company.

Procedures for proposing a person for election as a Director
Procedures for proposing a person for election as a Director, please refer to the

procedures available on the Company's website at www.dragonite.com.hk.
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibilities for overseeing the preparation
of the financial statements of the Group and believe these statements give a
true and fair view of the Group's affairs and its results. The Directors are also
responsible for the timely publication of financial statements of the Group and
to ensure they are prepared in accordance with statutory requirements and
applicable financial reporting standards. The Directors are also committed to
making appropriate announcements in accordance with the requirements of the
Listing Rules, and to disclose all information necessary for shareholders of the

Company to assess the financial performance and other aspects of the Company.

On 9 January 2017, Deloitte Touche Tohmatsu resigned as the auditor of the
Group and Crowe Horwath (HK) CPA Limited has been appointed as the
new auditor of the Group to fill the causal vacancy following the resignation
of Deloitte Touche Tohmatsu and will continue as such until the forthcoming
Annual General Meeting of the Company. The annual consolidated financial
statements of the Group for the Year have been audited by Crowe Horwath
(HK) CPA Limited. The auditors’ responsibilities for the Group's financial
statements are set out in the Independent Auditor's Report on pages 45 to 51

of the Company's 2016 Annual Report.

The Audit Committee is responsible for evaluating the external auditors of the

Group, including but not limited to their independence and objectivity.

The fees of the external auditors of the Group for audit services amounted
to HK$1,750,000 and for non-audit services amounted to approximately
HK$453,000 for the Year.
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INTERNAL CONTROL

The Board is responsible to ensure that an adequate system of internal control
is maintained within the Group, and to review its effectiveness through the Audit
Committee. The internal control systems are designed to meet the Group's
particular needs and the risks to which it is exposed, and by their nature can
only provide reasonable, but not absolute assurance against misstatement or
loss and to manage, but not to eliminate, risks of failure in achieving the Group's
objectives. Practicable and effective control systems and procedures have been
implemented by the Group to enhance internal control in an ongoing basis. The
Board, through the Audit Committee, has conducted reviews of the effectiveness

and the adequacy of the Group's system of internal control twice a year.

During the Year, the Executive Directors are responsible for the overall risk
management functions. The Company does not have internal audit department
to oversee the control procedures to perform the risk management functions.
However, the Company engaged an external advisor to conduct assessment
on the internal control systems of the Group's major business and operational
processes on annual basis. The results of the assessment have been reported
to the Audit Committee and areas of the recommended actions have been

identified and taken into consideration by the Board for improvements.

The Company has developed its code of conduct which provides a general
guideline to the Company's Directors and relevant employees in handling
confidential information, monitoring information disclosure and responding to

enquiries.

During the Year, based on the evaluations made by the Audit Committee, the
Board was satisfied that nothing has come to its attention to cause the Board to
believe that the risk management and system of internal control are ineffective
and inadequate; and there is an ongoing process to identify, evaluate and manage

significant risks encountered by the Group.
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GOING CONCERN

The Directors confirm that, to the best of their knowledge, information and
belief and having made all reasonable enquiries, they are not aware of any
material uncertainties relating to events or conditions that may cause significant
doubt upon the Company's ability to continue as a going concern. The Board
therefore continues to adopt the going concern approach in preparing the

financial statements for the Year.

On Behalf of the Board

Dragonite International Limited

Feng Hai

Chairman

24 March 2017
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Directors and Senior Management Profile

DIRECTORS

Executive Directors

Mr. Feng Hai, aged 38, is the Chairman of the Company. Mr. Feng holds a
Master's degree in Management Science from Fudan University and is awarded
both Bachelor of Laws and Bachelor of Management degree from Nankai
University. Mr. Feng has over |2 years of experience in investment banking and
private equity in China. Mr. Feng currently serves as Deputy General Manager of
Shanghai Orient Securities Capital Investment Co. Limited, and General Manager
of Orient Ruide (Shanghai) Investment Management Co., Limited. Mr. Feng
started his career in Sinochem's Shanghai subsidiary, and has subsequently served
at Orient Securities, Morgan Stanley Huaxin Securities and Citi Orient Securities
as an investment banker. Mr. Feng was a Sponsor Representative registered
under China Securities Regulatory Commission (“CSRC") and Securities

Association of China (“SAC").

Ms. Chan Mee Sze, aged 42, is the Managing Director, Chief Executive
Officer and Company Secretary of the Company. Ms. Chan holds a Bachelor's
Degree in Laws from University of London and a Master's Degree in Business
Administration from University of Dundee. She is also a fellow member of The
Hong Kong Institute of Company Secretaries with Practitioner’'s Endorsement and
a fellow member of The Institute of Chartered Secretaries and Administrators.
She has 18 years of experience in corporate administration and corporate
finance. Ms. Chan is currently an independent non-executive director of Mingyuan
Medicare Development Company Limited, a company listed on the main board

of the Stock Exchange of Hong Kong Limited (the “Stock Exchange™).
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Mr. Lam Suk Ping, aged 59, joined the Group in 2011 to oversee the accounts
department. Mr. Lam holds a Master's Degree in Business Administration from
the University of Hull and a Master's Degree in Corporate Governance from
the Open University of Hong Kong. He has over 30 years of experience in
auditing, finance and accounting, investment and business management. Mr.
Lam is currently an independent non-executive director of Mingyuan Medicare
Development Company Limited, a company listed on the main board of the

Stock Exchange.

Mr. Li Yi, aged 35, holds a Master's degree in Law (International Relations)
from Fudan University and a Bachelor's degree in Philosophy from Renmin
University of China. Mr. Li has over 10 years of experience in investment banking
and private equity in China and Hong Kong. Mr. Li currently serves as Deputy
General Manager of Orient Ruide (Shanghai) Investment Management Co.,
Limited. Before joining Orient Ruide, Mr. Li served at Guotai Junan Securities,
Morgan Stanley Huaxin Securities and Citi Orient Securities as an investment

banker. Mr. Li was a Sponsor Representative registered under CSRC and SAC.

Ms. Xiao Qing, aged 48, holds a Bachelor's degree in Economics. Ms. Xiao
has over 20 years of experience in investment banking and private equity.
Ms. Xiao currently serves as Chief Operating Officer and Board Secretary of
Orient Securities Capital Investment Co. Ltd., and Deputy General Manager
of Orient Ruide (Shanghai) Investment Management Co., Ltd. Before joining
Orient Securities Co., Ltd, Ms. Xiao worked in Foreign Economy Office of
Shanghai Second Commercial Bureau and China Economic Development Trust
& Investment Corporation. Ms. Xiao joined Orient Securities Co., Ltd. in 2001
and has subsequently served at Headquarter of Brokerage Business Department,
Headquarter of Investment Banking Department, Preparation Office of Orient
Securities Co., Ltd.'s Direct Investment Department, and Orient Securities Capital

Investment Co., Ltd.
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Non-executive Directors

Mr. Du Peng, aged 36, is a Non-executive Director of the Company. Mr. Du
holds a Master's degree in business from Victoria University and a Bachelor's
degree in business from Beijing Jiaotong University in China. Mr. Du has around
ten years of experience in investment banking and asset management in Hong
Kong. Mr. Du has started his career in CCB International Asset Management
Limited since 2007 to present. He currently serves as Managing Director of CCB

International Asset Management Limited.

Ms. Zheng Xiaosu, aged 3I, is a Non-executive Director of the Company.
Ms. Zheng holds a Bachelor's degree in Mathematics, Accounting and Financial
Management from Loughborough University in the United Kingdom. Ms.
Zheng has around eight years of experience in investment banking and asset
management in Hong Kong. Ms. Zheng currently serves as Managing Director of

CCB International Asset Management Limited.

Independent Non-executive Directors

Mr. Lam Man Sum, Albert, aged 61, is an Independent Non-executive Director
of the Company. Mr. Lam is a member of the Institute of Chartered Accountants
in England & Wales, Association of Chartered Certified Accountants, Hong Kong
Institute of Certified Public Accountants, the Hong Kong Securities Institute,
Society of Chinese Accountants & Auditors, Australia * New Zealand Institute
of Chartered Accountants, Taxation Institute of Hong Kong and Certified
Tax Adviser. Mr. Lam is currently an independent non-executive director of
Junefield Department Store Group Limited, a company listed on the Main Board
of the Stock Exchange and was head of department in Southwest Securities
International Securities Limited. Mr. Lam was the director and is the shareholder
and Consultant of Jonten Hopkins & Aoba Group and was the proprietor of
Albert Lam & Co. CPA. Mr. Lam holds a Bachelor Degree in Arts (Economics)
from the University of Manchester, the United Kingdom.
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Mr. Chang Tat Joel, aged 48, is an Independent Non-executive Director of the
Company. Mr. Chang has considerable strategic, financial and advisory experience.
He is the co- founder of AID Partners Capital Limited and a founder of Genius
Link Assets Management Limited, both are private equity investment companies.
He is an investment committee member of AID Partners Capital Limited, and is
responsible for its strategic investment planning. Prior to founding AID Partners
Capital Limited, he was the chief investment officer of Investec Asia Limited, a
managing director of China Everbright Capital Limited and an executive director
of BNP Prime Peregrine Capital Limited. He is also a member of the Australian
Society of Certified Practising Accountants and the Hong Kong Institute of
Certified Public Accountants. He obtained a bachelor's degree in Economics from

Monash University in 1990.

Mr. Chang is a non-executive director of AID Partners Technology Holdings
Limited (Stock Code: 8088) and an executive director and chief operating officer
of Mason Financial Holdings Limited (Stock Code: 273), and an independent non-
executive director of Hailiang International Holdings Limited (Stock Code: 2336),
all of the above- mentioned companies are listed on the Stock Exchange. He was
formerly a non-executive director of Kong Sun Holdings Ltd. (Stock Code: 295),
and was an independent non- executive director of Kingsoft Corporation Limited
(Stock Code: 3888), and was an executive director and the chief financial officer
of Orange Sky Golden Harvest Entertainment (Holdings) Limited (Stock Code:
[132), both of which are listed on the Stock Exchange. He was an independent
director of China Mobile Games and Entertainment Group Limited, a company

previously listed on NASDAQ.

Mr. Wong Stacey Martin, aged 49, is an Independent Non-executive Director
of the Company. Mr. Wong holds a Bachelor's Degree of Arts and a Master's
Degree of Arts from University of Cambridge. Mr. Wong has over 20 years
of investment banking experience. Mr. Wong is currently the Chief Operating

Officer of CMBC International Holdings Limited.
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The directors of Dragonite International Limited (the “Company”) present the
annual report and the audited consolidated financial statements for the year
ended 31 December 2016 (the “Year").

PRINCIPAL ACTIVITIES
The Company acts as an investment holding company. The principal activities of
the Company's principal subsidiaries are set out in note | to the consolidated

financial statements.

RESULTS AND DIVIDENDS
The results of the Company and its subsidiaries (collectively the “Group") for
the Year are set out in the consolidated statement of profit or loss and other

comprehensive income on page 52.

The directors do not recommend the payment of a dividend for the Year (2015:

Nil).

BUSINESS REVIEW

The business review and future developments of the Group for the Year are
contained in the Chairman’ s Statement and Management Discussion and
Analysis section of this annual report. Key sources of estimation uncertainty,
capital risk management and financial risk management are disclosed in pages
92 to 104 of this annual report. There were no important events affecting the
Group that have occurred since the end of the Year. During the Year, there
was no material non-compliance concerning the environmental protection e.g.
air pollution and wastage reported in respect of the production of health care
and pharmaceutical products and the Group has used its best effort to minimize
the hazardous waste. The Group had maintained proper license for provision
of financial services during the Year and no material non-compliance with the
relevant laws and regulations that have a significant impact on the Group's other
businesses was noted. Detailed information of the Group's corporate governance

is contained in the Corporate Governance Report of this annual report.
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The Company considers employees are the most valuable assets of the Group.
Safe and healthy workplace is provided. Workstations for officer workers are
equipped with the most suitable office furniture, equipment, tools and practices
for people based on the physical features of human body, for the purpose of
enhancing productivity and work efficiency, simplifying working procedures and
reducing the possibility of mistakes and even work injuries and accidents. The
Company encourages employees to take part in worklife balance activities and
also encourages employees to participate in continuing training. The Company
believes that to strengthen the career development of the employees may
benefit the Group in the long run. In order to ensure the business is conducted
with fit and proper entities, the Company values business/professional ethics
as one of the criterions in dealing with vendors and service providers. The
Group also evaluates the performance and reliability of its vendors and service
providers from time to time. Through the interactions and communications with
the customers in some marketing events, the Group has learnt more about the
customers’ needs. Moreover, the direct dialogues with the customers may also

enhance the communications efficiency and effectiveness.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the Group during

the Year are set out in note |6 to the consolidated financial statements.

SHARE CAPITAL
Details of movements during the Year in the Company's share capital are set out

in note 27 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company's reserves available for distributions to shareholders as at 3l
December 2016 comprised the share premium plus retained profits with an
aggregate amount of approximately HK$390,108,000 (2015: HK$828,221,000
(restated)).
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DIRECTORS
The directors of the Company during the Year and up to the date of this report

were:

Executive Directors:
Mr. Feng Hai (appointed as Executive Director on || November 2016 and
appointed as Chairman on 28 November 20/6)

Ms. Chan Mee Sze

Mr. Lam Suk Ping

Mr. Li Yi (appointed on || November 20/6)

Mr. Xiao Qing (appointed on 16 December 2016)

Mr. Lee Kien Leong (resigned as Chairman and
Executive Director on 28 November 201/6)

Mr. Liu Zheng (appointed on || November 2016 and
resigned on 16 December 20/6)

Non-executive Directors:
Mr. Du Peng (appointed on 17 February 2017)
Mr. Zheng Xiaosu (appointed on |7 February 2017)

Independent Non-executive Directors:
Mr. Lam Man Sum, Albert

Mr. Chang Tat Joel

Mr. Wong Stacey Martin

In accordance with Article 86(3) of the Company's Articles of Association, Mr.
Feng Hai, Mr. Li Yi, Ms. Xiao Qing, Mr. Du Peng and Ms. Zheng Xiaoxu shall
retire as directors and be eligible for re-election at the forthcoming annual

general meeting.
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In accordance with Article 87(1) and 87(2) of the Company's Articles of
Association, Messrs. Chang Tat Joel and Wong Stacey Martin shall be retire and,
being eligible, offer themselves for re-election at the forthcoming annual general

meeting.

The appointment of Mr. Lam Man Sum, Albert as an Independent Non-
executive Director has no specific term of office but is subject to retirement by
rotation, and being eligible, offers himself for re-election, in accordance with the
Company's Articles of Association. The appointments of Mr. Du Peng and Ms.
Zheng Xiaosu as the Non-executive Directors and the appointments of Messrs.
Chang Tat Joel and Wong Stacey Martin as the Independent Non-executive
Directors shall commence for a term of three years and they are subject to
retirement by rotation, and being eligible, offer themselves for re-election, in

accordance with the Company's Articles of Association.

DIRECTORS’ SERVICE CONTRACTS
None of the directors proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group within

one year without payment of compensation, other than statutory compensation.

CHANGES IN DIRECTORS’ INFORMATION

Since 20 May 2016, both (i) Ms. Chan Mee Sze, the Managing Director of the
Company and (i) Mr. Lam Suk Ping, the Executive Director of the Company
have been appointed as independent non-executive directors of Mingyuan
Medicare Development Company Limited, a company listed on the main board

of the Stock Exchange.

Since 8 September 2016, Mr. Chang Tat Joel, the Independent Non-executive
Director of the Company has been appointed as an executive director and chief
operating officer of Mason Financial Holdings Limited. Since 3 October 2016, Mr.
Chang has been re-designated from an executive director to a non-executive
director of AID Partners Technology Holdings Limited. Since 24 January 2017,
Mr. Chang has resigned as a non-executive director of Kong Sun Holdings

Limited. All of the above-mentioned companies are listed on the Stock Exchange.

Save as disclosed above, there had not been any other changes to Directors'
information as required to be disclosed pursuant to Rule 13.51B(l) of the Listing

Rules
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT
POSITION IN SHARES AND UNDERLYING SHARES

As at 3| December 2016, so far as is known to the directors, none of the
directors and the chief executive of the Company and their associates had any
interests or short positions in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of Laws of Hong Kong) (“SFO"))
which were to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which they were 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 which were required, pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers of the Listing Rules

("Model Code"), to be notified to the Company and the Stock Exchange.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES OF THE
COMPANY

At no time during the Year was the Company or any of its subsidiaries a party
to any arrangements to enable the directors of the Company to acquire benefits
by means of acquisition of shares in, or debt securities (including debentures)
of, the Company or any associated corporations, and none of the directors of
the Company, or their spouses or children under age of 18, had any right to
subscribe for the shares or debt securities of the Company or had exercised any

such right during the Year.

DIRECTORS’ INTEREST IN CONTRACTS

There was no contract of significance to which the Company, its holding
company, subsidiaries or fellow subsidiaries was a party and in which a director
of the Company had a material interest, whether directly or indirectly, subsisted

at the end of the Year or at any time during the Year.
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SUBSTANTIAL SHAREHOLDERS

So far as is known to directors of the Company, as at 31 December 2016, the

FERR

RARREERA R-_F—-A"ET_A
=t—H - RARA RS REEROFEEE
REBHFRPERIEXVERARARE
SARBEEFRBEROIEBHZRTHA
ARAFEZIERRECMOEEIERH
ATHRAR(BARAEZHERITHARIN)

persons or companies (other than directors or chief executive of the Company)
who had interests or short positions in the shares and underlying shares of the
Company which fall to be disclosed to the Company under Part XV of the SFO,

or which were recorded in the register of substantial shareholders required to

38

be kept by the Company under section 336 of the SFO were as follows:

Long positions in the ordinary shares of the Company as at 3| December 2016:

3T

RZE—RF+A=+—

HEFREIIMT :

B ADEEBER

Number of Approximate
shares of percentage
Name of Shareholders Capacity the Company  of shareholding
RREM E47) FARARDEE REMYBIL
Golden Power Group Limited (Note /) Beneficial Owner 314,000,000 29.63%
Golden Power Group Limited (#7#1) ExEA
East Milestone Company Limited (Note /) Interest of controlled corporation 314,000,000 29.63%
ROBRERDB(HZ ) REEHEE S
Orient Ruiyi (Shanghai) Investment Interest of controlled corporation 314,000,000 29.63%
Management Co., Limited (Note /)
ROEE(LE)REEBRERLR(MZ/) RIEHEEE S
Shanghai Orient Securities Capital Investment Interest of controlled corporation 314,000,000 29.63%
Co., Limited (Note /)
FBRTEFEAREER AR (M 1) REEHEE S
RABHRNDBRAE (Note /) Interest of controlled corporation 314,000,000 29.63%
REEFBRDBRAR(HZ 1) REEHEE S
Central Huijin Investment Ltd. (Note 2) Interest of controlled corporation 202,220,000 19.08%
RRESHREEREETRR (Mit2) REEHEE RS
China Construction Bank Corporation (Note 2) Interest of controlled corporation 202,220,000 19.08%
REERRITRINER AR (Mit2) REEHEE RS
CCB International Group Holdings Limited (Note 2) Interest of controlled corporation 202,220,000 19.08%
BOBRBREEZERARAR (#i72) REEHEE RS
CCB Financial Holdings Limited (Note 2) Interest of controlled corporation 202,220,000 19.08%
BUOERERARRR (#i72) REEHEE RS
CCB International (Holdings) Limited (Note 2) Interest of controlled corporation 202,220,000 19.08%
BREIRR (2R AR (M2 RIEHEE RS
CCBI Investments Limited (Note 2) Interest of controlled corporation 202,220,000 19.08%
CCBI Investments Limited (#77£2) XEHEEER
Cheer Hope Holdings Limted (Note 2) Beneficial owner 202,220,000 19.08%

Cheer Hope Holdings Limted (#77£2)

DRAGONITE INTERNATIONAL LIMITED
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Notes:

R EBEFHRMHER B (Orient Securities Co., Ltd.) directly holds 100% of the
equity interest in Shanghai Orient Securities Capital Investment Co., Ltd., which
in turn holds 100% of the equity interest in Orient Ruiyi (Shanghai) Investment
Management Co., Ltd., which in turn holds 100% of the issued share capital of East
Milestone Company Limited, which in turn holds 100% of the issued share capital of
Golden Power Group Limited. Therefore, 375 & % i% {7 B R A §(Orient Securities
Co., Ltd.), Shanghai Orient Securities Capital Investment Co. Ltd., Orient Ruiyi
(Shanghai) Investment Management Co., Ltd. and East Milestone Company Limited
are taken to be interested in the number of Shares held by Golden Power Group

Limited pursuant to Part XV of the SFO.

Central Huijin Investment Ltd. directly holds 57.31% of the equity interest in China
Construction Bank Corporation, which in turn holds 100% of the issued share
capital of CCB International Group Holdings Limited, which in turn holds 100%
of the issued share capital of CCB Financial Holdings Limited, which in turn holds
100% of the issued share capital of CCB International (Holdings) Limited, which
in turn holds 100% of the issued share capital of CCBI Investments Limited, which
in turn holds 100% of the issued share capital of Cheer Hope Holdings Limited.
Therefore, Central Huijin Investment Ltd.,, China Construction Bank Corporation,
CCB International Group Holdings Limited, CCB Financial Holdings Limited, CCB
International (Holdings) Limited and CCBI Investments Limited are taken to be
interested in the number of Shares held by Cheer Hope Holdings Limited pursuant
to Part XV of the SFO.

Save as disclosed above, as at 31 December 2016, no person, other than the

directors of the Company, whose interests are set out herein this report, had

registered an interest or short position in the shares or underlying shares of the

Company that was required to be recorded pursuant to section 336 of the SFO.

iz -
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SHARE OPTION SCHEME

A new share option scheme (the “Share Option Scheme") has been adopted by
the Company pursuant to a shareholder's resolution passed on |7 December
2012. The purpose of the Share Option Scheme is to reward any Directors and
employees of the Group, any director or employee of a company or entity in
which the Group has invested in and any advisors (professional or otherwise),
consultants, distributors, contractors, suppliers, agents, customers, business
partners, joint venture business partners, promoters, any director or employee
of any service partners of any member of the Group who the Board considers,
in its sole discretion, have contributed to or will contribute to the Group
(the “Participants”) and to encourage Participants to work towards enhancing
the value of the Company and its shares (the “Shares”) for the benefit of the

Company and its shareholders (the “Shareholders”) as a whole.

The maximum number of Shares which may be issued upon exercise of all share
options to be granted under the Share Option Scheme and any other share
option scheme of the Company (if any) shall not, in the absence of Shareholders’
approval, in aggregate exceed 10% in nominal amount of the aggregate of Shares
in issue on the date of the annual general meeting approving the refreshment
of scheme mandate limit on 27 May 2015 ie. 105974,992 Shares which also
represents 10% of the total shares in issue of the Company as at the date of
this report. The maximum number of Shares issued and to be issued upon
exercise of the options granted to each grantee under the Share Option Scheme
(including both exercised and outstanding options) in any |2-month period shall
not (when aggregated with any Shares subject to options granted during such
period under any other share option scheme(s) of the Company other than
those options granted pursuant to specific approval by the Shareholders in a
general meeting) exceed 1% of the Shares in issue for the time being, unless
further grant of options being approved by Shareholders in general meeting with
such Participant and his associates abstaining from voting. Where any grant of
options to a substantial shareholder or an independent non-executive director
of the Company, or any of their respective associates, would result in the Shares
issued and to be issued upon exercise of all options already granted and to be

granted (including options exercised, cancelled or outstanding) to such person in
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the [2-month period up to and including the date of such grant (i) representing
in aggregate over 0.1% of the Shares in issue on the date of such grant; and (ii)
having an aggregate value, based on the closing price of the Shares as stated in
the daily quotations sheets issued by the Stock Exchange on the date of grant,
in excess of HK$5 million, such further grant of options shall be subject to prior

approval by resolution of the Shareholders (voting by way of poll).

An option may be exercised in accordance with the terms of the Share Option
Scheme at any time during the period to be determined and notified by the
Board to the grantee at the time of grant of the option which shall not expire
later than 10 years from the date of grant. The Share Option Scheme does not
specify a minimum period for which an option must be held nor a performance
target which must be achieved before an option can be exercised. However,
the rules of the Share Option Scheme provide that the Board may determine, at
its discretion, such term(s) on the grant of an option, which decision may vary
on a case by case basis. A remittance in favour of the Company of HK$1.00 as
consideration for the grant of option is payable by the grantee upon acceptance
of the grant of option within a period of 28 days from the date of grant. Such

remittance is not refundable in any circumstances.

The exercise price shall be determined by the Board in its absolute discretion
but in any event shall not be less than the highest of (i) the closing price of the
Shares as stated in the daily quotations sheets by the Stock Exchange on the
date of grant which must be a business day; (i) the average closing price of the
Shares as stated in the daily quotations sheets issued by the Stock Exchange
for the five business days immediately preceding the date of grant; and (iii) the

nominal value of the Shares.

The Share Option Scheme shall be valid and effective for a period of |0 years
commencing on the adoption date i.e. 18 December 2012. The provisions of the
Share Option Scheme shall remain in full force and effect in all other respects

until 17 December 2022.

No options have been granted under the Share Option Scheme since the

adoption of the Share Option Scheme and up to the date of this report.

As at the date of this report, there is no option granted or outstanding under

any of the Company’s share option scheme.
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CONVERTIBLE SECURITIES, OPTIONS OR OTHER SIMILAR RIGHTS
The Company has no outstanding convertible securities, options or similar rights

in issue as at 31 December 2016.

BORROWINGS
As at 31 December 2016, the Group did not have any secured short-
term borrowing and the unsecured short-term borrowing amounted to

HKS$11,164,000.

RETIREMENT SCHEME

The Group provides a defined contribution retirement scheme under the
Mandatory Provident Fund Scheme (the “Scheme”) in Hong Kong. Under the
Scheme, employer and employees are each required to make contributions
to the scheme at 5% of the employees’ relevant income, subject to a cap of
monthly relevant income of HK$30,000 and a minimum level of relevant income

of HK$7,100 for the employees’ contribution.

MANAGEMENT CONTRACTS
No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company and the Group was entered

into or existed during the Year.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

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.

EMOLUMENT POLICY
The emolument policy of the employees of the Group is set up by the
remuneration committee of the Company (the “Remuneration Committee”) on

the basis of their merit, qualifications and competence.

The emoluments of the directors of the Company are recommended by
the Remuneration Committee, having regard to the Company's operating
results, individual performance, time, commitment, duties and responsibilities,
contribution to the Group, comparable market statistics and prevailing marketing

practice and trends.
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PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Company's Articles of
Association, or the laws of the Cayman Islands, which would oblige the Company

to offer new shares on a pro rata basis to existing shareholders.

MAJOR SUPPLIERS AND CUSTOMERS
During the Year, the largest supplier of the Group by itself and together with
the next four suppliers accounted for about 7% and 40%, respectively, of the

Group's purchases.

During the Year, the five largest customers of the Group accounted for less than

45% of the Group's turnover.

At no time during the Year did a director, an associate of a director or a
shareholder of the Company (which to the knowledge of the directors own
more than 5% of the Company's share capital) have an interest in any of the

Group's five largest suppliers.

RELATED PARTY TRANSACTION
The related party transaction set out in note 31 to the consolidated financial
statements did not fall within the definition of connected transaction or

continuing connected transaction under Chapter [4A of the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
During the Year, neither the Company nor any of its subsidiaries had purchased,

sold or redeemed any of the listed securities of the Company.

SUFFICIENCY OF PUBLIC FLOAT
Based on the information that is publicly available to the Company and within
the knowledge of its directors, as at the date of this report, the Company has

maintained sufficient public float as required under the Listing Rules.
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AUDITOR

On 9 January 2017, Deloitte Touche Tohmatsu resigned as the auditor of the
Group and Crowe Horwath (HK) CPA Limited has been appointed as the
new auditor of the Group to fill the causal vacancy following the resignation
of Deloitte Touche Tohmatsu and will continue as such until the forthcoming

Annual General Meeting of the Company.

The consolidated financial statements of the Group for the Year have been
audited by Crowe Horwath (HK) CPA Limited and the consolidated financial
statements of the Company for each of the two years ended 31 December
2015 were audited by Messrs. Deloitte Touche Tohmatsu. A resolution will be
submitted to the forthcoming Annual General Meeting of the Company to re-

appoint Crowe Horwath (HK) CPA Limited as auditor of the Company.

On behalf of the Board

Dragonite International Limited

Feng Hai

Chairman

24 March 2017
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Crowe Horwath..

TO THE SHAREHOLDERS OF DRAGONITE INTERNATIONAL LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Dragonite International
Limited (the "Company") and its subsidiaries (collectively referred to as the
"Group") set out on pages 52 to 159, 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, the 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.

In our opinion, the consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2016, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and have been properly prepared in compliance with the disclosure

requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing
("HKSAs") issued by the HKICPA. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics for Professional
Accountants ("the Code"), together with any ethical requirements that are
relevant to our audit of the consolidated financial statements in the Cayman
Islands, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code. We believe that the audit evidence we have

obtained is sufficient and appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements of the
current period. These matters were addressed in the context of our audit of the

consolidated financial statements as a whole, and in forming our opinion thereon,

and we do not provide a separate opinion on these matters.

Classification of disposal group held for sale and discontinued operations

Refer to notes 4(a)(i) and 12(a) to the consolidated financial statements and the

accounting policy note 2(t) on pages 80 to 82.

The Key Audit Matter

HRENSE

Following a sale and purchase agreement made between
the Group and an independent third party in respect of the
disposal of the manufacturing and trading of pharmaceutical
and healthcare businesses on 7 November 2016, and which is
expected to be completed in the year ending 31 December
2017, the Group classified the pharmaceutical and healthcare
businesses as held for sale and also classified these two business

segments as discontinued operations.

The classification as held for sale involves judgement as it
requires consideration of whether specific criteria set out in
the Hong Kong Financial Reporting Standard 5 “Non-current
Assets Held for Sale and Discontinued Operations” are present
at the year end, in particular, whether such disposal transaction
is highly probable at the end of the reporting period with

reference to the facts and circumstances at the time.

BEEEE-ZBUE=ITN T A"F+—-ALRTLEEHH -
NHELEREBEREERMRREREY  BHABIZHRE
ECTEFT AT ALFERTK - AR - EEERKE
BERRRREMEZBIBARBELE  UHMEXBEIBIER
ERIEEEER -

SEBRHELESRAN - RABETSRERNFRHRERE
BB BRE RS SR L EH D EERELUATEES )
WEEIEN BEIR SEEBZEERER  ABLEXING
EBMERERTEA TR -
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How the matter was addressed in our audit
BMRERTEEEHESENG E

Our audit procedure to assess the classification of disposal
group relating to the pharmaceutical and healthcare businesses

as held for sale included the following:

. assessing the available documentation relating to the
proposed disposal and making a critical assessment as to
the appropriateness of classifying these two businesses as
held for sale applying the facts and circumstances present

at the year end to the criteria set out in the HKFRS 5; and

. assessing the carrying value of these two businesses based
on a fair value less cost to sales equivalent to the likely

sale price.
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Assessment of whether impairment of available-for-sale investments and losses on

disposals of available-for-sale investments incurred in the current period should have

been recognised in prior period

Refer to notes 4(b)(i), 8 and |7 to the consolidated financial statements and the

accounting policy note 2(g)(i) on pages 66 to 69.

The Key Audit Matter

BRENEE

Given the HK$422 million of losses incurred in the impairment
and disposals of available-for-sale investments, the management
has undertaken a detailed assessment to determine whether any

of losses should have been recognised in prior period.

This exercise was inherently judgemental as it required the
reassessment of the valuation of available-for-sale investments
as at the end of prior period using information which was
available or should reasonably have been available at that point
in time without using the benefit of hindsight and in accordance
with the requirements of Hong Kong Accounting Standard 8
“Accounting Policies, Changes in Accounting Estimates and

Errors”.

Management concluded from this exercise that no error relating
to prior period was found and accordingly the consolidated
financial statements for the year ended 31 December 2015 have

not been restated.
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How the matter was addressed in our audit
BMRERTREEHESEANG E

Our audit procedure to assess whether losses on disposals of
available-for-sale investments incurred in the current period

should have been recognised in prior period included:

. understanding the reasons for the disposals of available-

for-sale investments;

. evaluating management's assessment of impairment of
available-for-sale investments at the end of the prior
reporting period as to whether objective evidence of

impairment exist; and

. assessing the appropriateness of valuation model used
by management for the valuation of available-for-sale
investments and the reasonableness of the relevant inputs

made by management.
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INFORMATION OTHER THAN THE CONSOLIDATED FINANCIAL
STATEMENTS AND AUDITOR'S REPORT THEREON

The directors of the Company are responsible for the other information. The
other information comprises the information included in the annual report, but
does not include the consolidated financial statements and our auditor's report

thereon.

Our opinion on the consolidated financial statements does not cover the other

information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to

report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with HKFRSs issued by 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.

The directors are assisted by the Audit Committee in discharging their

responsibilities for overseeing the Group's financial reporting process.
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AUDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

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

for the contents of this report.

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

these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional

judgement and maintain professional skepticism throughout the audit. We also:

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

control,

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

Group's internal control.
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. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by

the directors.

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

conditions may cause the Group to cease to continue as a going concern.

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

manner that achieves fair presentation.

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

audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including

any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied
with relevant ethical requirements regarding independence and communicate
with them all relationships and other matters that may reasonably be thought to

bear on our independence and, where applicable, related safeguards.
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From the matters communicated with the Audit Committee, we determine those
matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh

the public interest benefits of such communication.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants

Hong Kong, 24 March 2017

Yau Hok Hung

Practising Certificate Number P0491 1
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GA AR E W

For the year ended 31 December 2016 BE—FT— A F+-A=+—HIFE

NOTES 2016 2015
P e —E-RE —T-hF
HK$’000 HK$'000
TET TRT
(restated)
(&&85)
Continuing operations HEREEY
Revenue Wz
Sales of goods HERM 2816 1,637
Cost of goods sold HEMKA (2,318) (948)
498 689
Change in fair value of financial assets BATESFARBRZ
at fair value through profit or loss EREECRATEE — 28,038
498 28,727
Other income HtHA 140 7,879
Other gains and losses Htn&E 8 (422,484) 32,007
Selling and distribution costs HE RS HE A (184) —
Administrative expenses TH X (15,559) (17,694)
Finance costs BBER 9 (144) (102)
(Loss) profit before tax BA(E5E)&F (437,733) 50,817
Income tax expense GRS 10 (59) (3,769)
(Loss) profit for the year FEERERERK
from continuing operations (&5#8) %7 I (437,792) 47,048
Discontinued operations BRIEREEK
Loss for the year from discontinued operations ~ AFEE K IHEEEKERE [2(b)(i) (12,105) (13,679)
(Loss) profit for the year FEE(HR)EF (449,897) 33,369

DRAGONITE INTERNATIONAL LIMITED
2016 Annual Report



Consolidated Statement of Profit or Loss and Other Comprehensive Income

AeBEEkEMEENER

For the year ended 31 December 2016 HEZZ—R~FT-A=+—HIFE

NOTES 2016 2015
P et —E-RE —T-hF
HK$’000 HK$'000
TET TRT
(restated)
(e &5))
Other comprehensive (expense) income Hitr2E () |A
ltems that may be reclassified subsequently Hignge g5 08
to profit or loss: Z2EmEA
Available-for-sale investments: AfHERE
Net movement in fair value reserve APEREEEFE
— Changes in fair value recognised —IRFEHR
during the year Z AT EES (185,622) 56,335
— Reclassification adjustments for —EEEG /08
amounts transferred to profit or loss: BRORRE
Loss (gain) on disposal of HEAHRLERE
available-for-sale investments iR (ea) 149,956 (20,669)
(35,666) 35,666
Exchange differences arising on translation MENEEBESE
of foreign operations ZIEH Z5E (5,763) (1,710)
(41429) L
Total comprehensive (expenses) income AEERE(RE)RALE
for the year (491,326) 67,325
(Loss) earnings per share BREE)EA I5
Basic and diluted EAREE
— Continuing operations —RERELEER HK$(0. 4I) HK$0.04
(0.41) % 0.04/87T
— Discontinued operations - REBRILEEES HK$(0. 0|) HK$(0.01)
(0.01) BT 0.01) T
HK$(0.42) HK$0.03
(0.42) BT 0.03 87T

The notes on pages 59 to 59 form part of these financial statements.
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Consolidated Statement of Financial Position

A B BRI &R

As at 3| December 2016 R-ZE—"E+-A=+—H

NOTES 2016 2015
P —EB-XKF —T-hF
HK$’000 HK$'000
TER TAET
Non-current assets FRBDEE
Property, plant and equipment ME - BERHE 16 648 24,541
Available-for-sale investments AHHERE |7 — 560,585
Prepaid lease payments BNEERE 18 — 2,307
Rental deposits HERS 22 1,968 —
2,616 587,433
Current assets RBEE
Inventories 53 19 305 16,266
Trade receivables BB 78RR 20 29 1,790
Loans receivable ERER 21 — 142,714
Deposits, prepayments and other receivables Be - BEFEK
HbEWERIR 22 827 2,296
Prepaid lease payments BRNHEEHIE 18 — 82
Bank balances and cash RITEBRRRE 23
— Bank Balances and cash —RITEBRERSE 401,007 180,342
— Bank Balances and cash of disposal group —HERERITEHRIR S 13,256 —
414,263 180,342
415,424 343,490
Assets of disposal group classified as NERFELEZHE
held for sale SEEE 12(a)(i) 28,305 —
443,729 343,490
Current liabilities RBaE
Trade payables e E HIRIE 24 = 949
Accruals and other payables JEETIRIE K B At FE £+ BR 1B 25 12,815 29,969
Taxation payable T - 98
Borrowings EFA 26 — 10,000
12,815 41,016
Liabilities of disposal group classified as PERFELEZHE
held for sale SEER 12(a)(ii) 34,949 —
47,764 41,016
Net current assets REBEEFE 395,965 302,474
NET ASSETS BEFE 398,581 889,907

DRAGONITE INTERNATIONAL LIMITED
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Consolidated Statement of Financial Position

A BB AR R

As at 3| December 2016 R-ZE—"E+-A=+—H

NOTES 2016 2015
Bt —E-RE —Z-HEF
HK$'000 HK$'000
THET FAT

CAPITAL AND RESERVES BARL#E
Share capital BRA 27 10,598 10,598
Reserves i 387,983 879,309
TOTAL EQUITY R 398,58 889,907

The consolidated financial statements on pages 59 to 159 were approved and
authorised for issue by the board of directors on 24 March 2017, and are signed

on its behalf by:

Feng Hai
-
Director
EE

The notes on pages 59 to 159 form part of these financial statements.
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Consolidated Statement of Changes in Equity
MEERBEX

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

Share Share  Translation
capital premium reserve
ks RoEE EXGR
HK$000  HK§'000  HK$'000
TEn TiEn TiEn

Attributable

to owners

Non- Investment of the
distributable revaluation Company
reserve Special reserve  Retained RLH

FHAK reserve  REEf earnings EEA
% BHEE B RERR  EARR
HK$'000  HK§'000  HK$'000  HK$'000  HK$'000
TiEn TEn TiEn TEn TiEn
(note ) (note b)

(Wia)  (Hib)

Balance at | January 2015 “E-nE-A-REH 10598 217,19 61,053 1737 3,14 — 505862 822582
Changes in equity for 2015: ZE-NERRE:
Profit for the year REERT - - - - - - 33,369 33,369
Other comprehensive (expense) income
for the year REREMZEGIH)HA - - (1,710) - - 35,666 - 3395
Total comprehensive (expense) income REH) R EE - - (1710) - - 35,666 33,369 67,325
Balance at 31 December 2015 ZE-RETZACT-RR
and | January 2016 ZE-NE-A-Buks 10598 217,190 59,343 U7 3,14 35666 539031 889,907
Changes in equity for 201: TRRFEREY
Loss for the year TEEER — - = = = — (A49897)  (449.897)
Other comprehensive expense for the year ~ AEEEMREZ MM - - (5763) - - (35,666) - (41,429)
Total comprehensive expense 2EXLAE - - (5763) - - (35,666)  (449,897)  (491,326)
Balance at 31 December 2016 “E-Et-R=t-B&s 10,598 217,190 53,580 1731 3142 - 89,334 398,581
Notes: Wi

(a)  The non-distributable reserve represents statutory reserves appropriated from
profit after tax of the Company's subsidiaries in the People's Republic of China
("PRC") under the PRC laws and regulations.

(b)  The special reserve of the Group represents reserve arising pursuant to a group

reorganisation that was effected in during the year ended 31 December 2000.

The notes on pages 59 to 59 form part of these financial statements.
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Consolidated Statement of Cash Flows

HERERER

For the year ended 31 December 2016 HEZZ—R~FT-A=+—HIFE

NOTES 2016 2015
Pl £ ZEB-XRE —T-hfF
HK$’000 HK$'000
TERT TRT
Operating activities RETED
(Loss) profit before taxation BRBL AT (1R )R T
including discontinued operations (449,062) 37,728
Adjustments for: SEATEBELHAZ
Depreciation of property, plant and equipment mE - BERREITE 3,235 3,968
Amortisation of prepaid lease payments BN E R 78 83
Write-down of inventories FEMR 13,495 8,632
Allowance for bad and doubtful debts REREERE 205 2,443
Write-back of allowance for RERABRD
bad and doubtful debts (251) —
Impairment loss recognised in respect LA KRS
of other receivables HRREEE — 366
Finance costs HBER 490 102
Reclassification from equity on disposal BAHHERENHE
of available-for-sale investments RRENDE 8 149,956 (20,669)
Impairment losses on available-for-sale AHEEREREESR
investments 8 167,566 -
Bank interest income RITH B HA (12) (224)
Effective interest income on deferred BREREZBRMBMWA
consideration — (7,651)
Loss on disposal of property, HEME  BERREZ
plant and equipment =gl 18 78
Loss (gain) on disposal of subsidiaries HEMBAR EB(KE) 8 104,934 (11,338)
Loss on disposal of a discontinued operation HERIEEEBEE 12(b) 189 —
Operating cash flows before movements EELSE DA RERERE
in working capital (9,159) 13518
Increase in inventories TEIE (7,251) (719)
Decrease/(increase) in trade receivables EWE SEER D,/ (m) 18l (484)
Increase in deposits, prepayments Be  BRRER
and other receivables o AR IEE N (8,756) (4,185)
Decrease/(increase) in loans receivable EWETORD,/(3Em) 112,714 (5217)
Decrease in financial assets at fair value BRAFEFABRZ
though profit or loss EREERD — 228513
Decrease in trade payables B8 5 8RB R D (663) (425)
Increase/(decrease) in accruals and other payables — JEFTFIB R H M ERERIE
#m,/ Cad) 15,059 (8,460)
2EEBRERQA
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Consolidated Statement of Cash Flows

HEBRERER

For the year ended 31 December 2016 BE—FT— A F+-A=+—HIFE

NOTES 2016 2015
Pl £ ZEB-XRE —T-hfF
HK$’000 HK$'000
TERT TR

Cash generated from operations REMELERS 102,125 222,541
Bank interest received EUERITH & 12 224
Income tax paid EHMEH (552) (590)
Net cash generated from operating activities RETHHEREFE 101,585 222,175
Investing activities REEE
Payments for purchase of property, BAME BEK

plant and equipment Rtz HE (749) (392)
Payments for purchase of available-for-sale BARHEERES N2 RIE

investments — (210,000)
Proceeds from disposals of available-for-sale HEMHHERE

investments paic s ¢

— through disposal of subsidiaries —ERHERBAFE 28(b) 75,000 —

— direct disposal —-BEEHE 27,463 —
Proceeds from disposal of assets HEEEMBHE — 77,500
Proceeds from disposals of subsidiaries HEMBEARMEHRE

(net of cash disposed) (MKREHERS) 28(a) 29,867 937
Net cash generated from/(used in) REEBDFE/ (IR RETFHE

investing activities 131,581 (131,955)
Financing activities MEEE

New borrowings raised BERNEN 11,538 10,000

Repayment of bank borrowing BERITER (10,000) —

Interest paid on bank borrowing FITEREMAFE (144) (102)
Net cash generated from financing activities METHAEREFE 1,394 9,898
Net increase in cash and cash equivalents RERASEEBEEMTER 234,560 100,118
Cash and cash equivalents at beginning of the year FHZHERBELEEEE 180,342 83,697
Effect of changes in exchange rate Ex2Ho 28 (639) (3/473)
Cash and cash equivalents at end of the year, FR2AESRALEEEE

represented by bank balances and cash NETHEBRAS 414,263 180,342

The notes on pages 59 to 159 form part of these financial statements.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

GENERAL

Dragonite International Limited (the “"Company”) was incorporated in
the Cayman Islands as an exempted company with limited liability and its
shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and principal place of
business of the Company are disclosed in the corporate information to the

annual report.

The Company acts as an investment holding company. lts subsidiaries
are principally engaged in production and sales of a series of health care
products, pharmaceutical products, securities trading and investments,
money lending and trading of wines in the PRC and Hong Kong. During
the year ended 31 December 2016, the Company ceased the money
lending business upon disposal of a wholly-owned subsidiary, Dragonite
Resources Limited ("DRL"). Details of disposal of DRL and discontinued
operation were disclosed in note 28 and note |2 respectively. During the
year ended 31 December 2016, the Company entered into an agreement
(the "Agreement”) with an independent third party to sell its entire
interest in the operations of pharmaceutical and healthcare businesses.
Pursuant to the Agreement, completion of the disposal will take place on
or before 31 December 2017 if the termination right is not exercised by
the Company at its sole discretion. Assets and liabilities attributable to the
businesses were classified as disposal group held for sale and their results

of operations were classified as discontinued operations in note 12.

The consolidated financial statements are presented in Hong Kong dollars
("HK$"), which is the Company's functional and the Group's presentation

currency.
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Notes to the Consolidated Financial Statements

mE MWK

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES

3)

Statement of compliance

These financial statements have been prepared in accordance with
all applicable Hong Kong Financial Reporting Standards (“HKFRSs"),
which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA™), accounting principles
generally accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited. Significant accounting policies adopted by the Group

are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information on
any changes in accounting policies resulting from initial application
of these developments to the extent that they are relevant to the
Group for the current and prior accounting periods reflected in

these financial statements.

Basis of preparation of the financial statements
The consolidated financial statements for the year ended 3l
December 2016 comprise the Company and its subsidiaries (together

referred to as the "Group").

The measurement basis used in the preparation of the financial
statements is the historical cost basis except that the financial
instruments classified as available-for-sale or as trading securities are
stated at their fair value as explained in the accounting policy set out

in note 2(d) below:
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

b)

Basis of preparation of the financial statements (Continued)
Non-current assets and disposal groups held for sale are stated at
the lower of carrying amount and fair value less costs to sell (see

note 2(t)).

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

these estimates.

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

revision affects both current and future periods.

Judgements made by management in the application of HKFRSs that
have significant effect on the financial statements and major sources

of estimation uncertainty are discussed in note 4.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls
an entity when it is exposed, or has rights, to variable returns from
its involvement with the entity and has the ability to affect those
returns through its power over the entity. When assessing whether
the Group has power, only substantive rights (held by the Group

and other parties) are considered.
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Notes to the Consolidated Financial Statements

ma

B 75 SR AR Y A

For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

o)

Subsidiaries (Continued)

Investments in subsidiaries are consolidated into the consolidated
financial statements from the date that control commences until the
date that control ceases. Intra-group balances, transactions and cash
flows and any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial
statements. Unrealised losses resulting from intra-group transactions
are eliminated in the same way as unrealised gains but only to the

extent that there is no evidence of impairment.

Changes in the Group's interests in a subsidiary that do not result in
a loss of control are accounted for as equity transactions, whereby
adjustments are made to the amounts of controlling and non-
controlling interests within consolidated equity to reflect the change
in relative interests, but no adjustments are made to goodwill and no

gain or loss is recognised.

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

venture.

In the Company's statement of financial position, investments in
subsidiaries are stated at cost less impairment losses (see note 2(g)),
unless the investments are classified as held for sale (or included in a

disposal group that is classified as held for sale) (see note 2(t)).
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

Investments in equity securities
The Group's and the Company's policies for investments in equity

securities, other than investments in subsidiaries, are as follows:

Investments in equity securities are initially stated at fair value, which
is their transaction price unless it is determined that the fair value
at initial recognition differs from the transaction price and that fair
value is evidenced by a quoted price in an active market for an
identical asset or liability or based on a valuation technique that
uses only data from observable markets. Cost includes attributable
transaction costs, except where indicated otherwise below. These
investments are subsequently accounted for as follows, depending on

their classification:

Investments in equity securities held for trading are classified as
current assets. Any attributable transaction costs are recognised
in profit or loss as incurred. At the end of each reporting period
the fair value is remeasured, with any resultant gain or loss being
recognised in profit or loss. The net gain or loss recognised in profit
or loss does not include any dividends earned on these investments

as these are recognised in accordance with the policy set out in note

2() (i)

Investments in equity securities which do not fall into the above
category are classified as available-for-sale securities. At the end of
each reporting period the fair value is remeasured, with any resultant
gain or loss being recognised in other comprehensive income and
accumulated separately in equity in the investment revaluation
reserve. As an exception to this, investments in equity securities
that do not have a quoted price in an active market for an identical
instrument and whose fair value cannot otherwise be reliably
measured are recognised in the consolidated statement of financial
position at cost less impairment losses (see note 2(g)). Dividend
income from equity securities are recognised in profit or loss in

accordance with the policy set out in note 2(q)(iii).
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Notes to the Consolidated Financial Statements

mE MWK

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

Investments in equity securities

When the investments are derecognised or impaired (see note 2(g)),
the cumulative gain or loss recognised in equity is reclassified to
profit or loss. Investments are recognised/derecognised on the date

the Group commits to purchase/sell the investments or they expire.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated

depreciation and accumulated impairment losses (see note 2(g)).

Gains or losses arising from the retirement or disposal of an item
of property, plant and equipment are determined as the difference
between the net disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date of retirement

or disposal.

Depreciation is calculated to write off the cost of items of property,
plant and equipment, less their estimated residual value, if any, using

the straight line method over their estimated useful lives as follows:

Buildings Over the shorter of the terms of the

lease or 50 years

Leasehold improvement Over the shorter of the terms of the

lease or 5 years

Plant and machinery 9% - 20%

Furniture, fixtures and 18% - 20%
equipment

Motor vehicles 9% - 20%

Where parts of an item of plant and equipment have different useful
lives, the cost of the item is allocated on a reasonable basis between
the parts and each part is depreciated separately. Both the useful life

of an asset and its residual value, if any, are reviewed annually.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Leased assets

An arrangement, comprising a transaction or a series of transactions,

is or contains a lease if the Group determines that the arrangement

conveys a right to use a specific asset or assets for an agreed period

of time in return for a payment or a series of payments. Such a

determination is made based on an evaluation of the substance of

the arrangement and is regardless of whether the arrangement takes

the legal form of a lease.

Classification of assets leased to the Group

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

leases.

Operating lease charges

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

loss in the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease is
amortised on a straight-line basis over the period of the lease

term.
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

g)  Impairment of assets
i) Impairment of investments in equity securities and other
receivables

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

loss events:

- significant financial difficulty of the debtor;

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

interest or principal payments;

- it becoming probable that the debtor will enter

bankruptcy or other financial reorganisation;

- significant changes in the technological, market, economic
or legal environment that have an adverse effect on the

debtor; and

- a significant or prolonged decline in the fair value of an

investment in an equity instrument below its cost.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g)  Impairment of assets (Continued)

)

Impairment of investments in equity securities and other
receivables (Continued)
If any such evidence exists, any impairment loss is determined

and recognised as follows:

- For unquoted equity securities carried at cost, the
impairment loss is measured as the difference between
the carrying amount of the financial asset and the
estimated future cash flows, discounted at the current
market rate of return for a similar financial asset where
the effect of discounting is material. Impairment losses

for equity securities carried at cost are not reversed.

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

characteristics similar to the collective group.
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mE MWK

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g)  Impairment of assets (Continued)

)

Impairment of investments in equity securities and other

receivables (Continued)

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked objectively
to an event occurring after the impairment loss was
recognised, the impairment loss is reversed through
profit or loss. A reversal of an impairment loss shall
not result in the asset's carrying amount exceeding that
which would have been determined had no impairment

loss been recognised in prior years.

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

asset previously recognised in profit or loss.

Impairment losses recognised in profit or loss in respect
of available-for-sale equity securities are not reversed
through profit or loss. Any subsequent increase in
the fair value of such assets is recognised in other

comprehensive income.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g)  Impairment of assets (Continued)

)

Impairment of investments in equity securities and other
receivables (Continued)

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

profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed at
the end of each reporting period to identify indications that
the following assets may be impaired or, an impairment loss

previously recognised no longer exists or may have decreased:

- property, plant and equipment;
- prepaid lease payments; and

- investments in subsidiaries in the Company's statement

of financial position.

If any such indication exists, the asset's recoverable amount is

estimated.
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g)  Impairment of assets (Continued)

il)

Impairment of other assets (Continued)

Calculation of recoverable amount

The recoverable amount of an asset is the greater of
its 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
time value of money and the risks specific to the asset.
Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable
amount is determined for the smallest group of assets
that generates cash inflows independently (i.e. a cash-

generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss if the
carrying amount of an asset, or the cash-generating unit
to which it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of cash-
generating units are allocated to reduce the carrying
amount of the assets in the unit (or group of units) on
a pro rata basis, except that the carrying value of an
asset will not be reduced below its individual fair value
less costs of disposal (if measurable) or value in use (if

determinable).
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g)

Impairment of assets (Continued)
1) Impairment of other assets (Continued)

- Reversals of impairment losses

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine

the recoverable amount.

A reversal of an impairment loss is limited to the asset's
carrying amount that would have been determined
had no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to profit or

loss in the year in which the reversals are recognised.

Inventories

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and
comprises all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and

condition.

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.

When inventories are sold, the carrying amount of those inventories
is recognised as an expense in the period in which the related
revenue is recognised. The amount of any write-down of inventories
to net realisable value and all losses of inventories are recognised as
an expense in the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense in

the period in which the reversal occurs.
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Notes to the Consolidated Financial Statements
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

Trade and other receivables

Trade and other receivables are initially recognised at fair value
and thereafter stated at amortised cost using the effective interest
method, less allowance for impairment of doubtful debts (see note
2(g)), except where the receivables are interest-free loans made to
related parties without any fixed repayment terms or the effect of
discounting would be immaterial. In such cases, the receivables are

stated at cost less allowance for impairment of doubtful debts.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less
attributable transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortised cost with any
difference between the amount initially recognised and redemption
value being recognised in profit or loss over the period of the
borrowings, together with any interest and fees payable, using the

effective interest method.

Share capital

Ordinary shares are classified as equity. The par value of the shares
issued and fully paid is recognised in the share capital account.
Any excess of proceeds from a new issue of shares (net of any
incremental costs directly attributable to the new issue) over the
par value of the shares issued is recognised in the share premium

account.

Trade and other payables
Trade and other payables are initially recognised at fair value and
subsequently stated at amortised cost unless the effect of discounting

would be immaterial, in which case they are stated at cost.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

m)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,

demand deposits with banks and other financial institutions, and

short-term, highly liquid investments that are readily convertible into

known amounts of cash and which are subject to an insignificant risk

of changes in value, having been within three months of maturity at

acquisition. Bank overdrafts that 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 for the purpose of the

consolidated cash flow statement.

Employee benefits

)

Short term employee benefits

Salaries, annual bonuses, paid annual leave and the cost of
non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be

material, these amounts are stated at their present values.

Contributions to defined contribution retirement plans

The Group operates defined contribution retirement scheme
under the Mandatory Provident Fund Scheme (the "MPF
Scheme”) in Hong Kong. Under the Scheme, employer is
required to make contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap of monthly
relevant income of HK$30,000. The assets of the MPF Scheme
are held separately from those of the Group, in funds under

the control of the trustees.
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

Employee benefits (Continued)

i) Contributions to defined contribution retirement plans
(Continued)
The employees of the subsidiaries in the People’s Republic
of China (the "PRC") are members of retirement benefits
schemes operated by the PRC government. The relevant PRC
subsidiaries are required to make contributions to the state
retirement schemes in the PRC based on certain percentage
of the monthly salaries of their current employees to fund
the benefits. The only obligation of the Group with respect
to the retirement benefit scheme is to make the specific

contributions.

The contributions made by the Group to the MPF Scheme
and state retirement schemes are charged to the consolidated
statement of profit or loss and other comprehensive income

when employees have rendered service to the Group.

iif)  Termination benefits
Termination benefits are recognised at the earlier of when the
Group can no longer withdraw the offer of those benefits and
when it recognises restructuring costs involving the payment of

termination benefits.

Income tax

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in
deferred tax assets and liabilities are recognised in profit or loss
except to the extent that they relate to items recognised in other
comprehensive income or directly in equity, in which case the
relevant amounts of tax are recognised in other comprehensive

income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at the end
of the reporting period, and any adjustment to tax payable in respect

of previous years.

DRAGONITE INTERNATIONAL LIMITED
2016 Annual Report

2.

ERERHE )

n)

EERER(ZE)
i) SRE M E A H
A (&)

hEEARAME ()M
BRANESATERME
EFEEIMKE - AR
BB RAREBES A
FHETEDLATBERK
REE BRI AZE
BMBE - REBEFENRE
MEtEIEENRIRELY

T o

BERAKEEHRRSE -
AEERBEETERER
SRIRIRFERT EI1E H R fE5UR
GABRDREAMEERER
AR

i) HAEEF
BIEBMRAEE B
B FEREAEH - R WA S
BHER S R R IEEN A
BERAR(UBREERE)
FUARER ©

FiE#
REEFMEHEREEHRBAMEL
REREERAEMNES - EHHR
MELRBEERABOESIGE
BEAER  BEEMESKER
ERERSTRANERAR - &
TR BN AIEE MR AW
S E RS TR

EHHERRAFEERBBA -
REEHTREREHRELLE
BITRR KT ENERRMHE -
B AT 4 & FE A 9B 40 (2 1]

%o



Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

0)

Income tax (Continued)

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between
the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from

unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset can be
utilised, are recognised. Future taxable profits that may support the
recognition of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal of existing
taxable temporary differences, provided those differences relate
to the same taxation authority and the same taxable entity, and
are expected to reverse either in the same period as the expected
reversal of the deductible temporary difference or in periods into
which a tax loss arising from the deferred tax asset can be carried
back or forward. The same criteria are adopted when determining
whether existing taxable temporary differences support the
recognition of deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account if they relate
to the same taxation authority and the same taxable entity, and are
expected to reverse in a period, or periods, in which the tax loss or

credit can be utilised.
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mE MWK

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

0)

Income tax (Continued)

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from the initial
recognition of assets or liabilities that affect neither accounting
nor taxable profit (provided they are not part of a business
combination), and temporary differences relating to investments in
subsidiaries to the extent that, in the case of taxable differences, the
Group controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the case
of deductible differences, unless it is probable that they will reverse

in the future.

The amount of deferred tax recognised is measured based on the
expected manner of realisation or settiment of the carrying amount
of the assets and liabilities, using tax rates enacted or substantially
enacted at the end of the reporting period. Deferred tax assets and

liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end
of each reporting period and is reduced to the extent that it is
no longer probable that sufficient taxable profits will be available
to allow the related tax benefit to be utilised. Any such reduction
is reversed to the extent that it becomes probable that sufficient

taxable profits will be available.

Additional income taxes that arise from the distribution of dividends
are recognised when the liability to pay the related dividends is

recognised.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

0)

Income tax (Continued)

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not
offset. Current tax assets are offset against current tax liabilities, and
deferred tax assets against deferred tax liabilities, if the Company
or the Group has the legally enforceable right to set off current
tax assets against current tax liabilities and the following additional

conditions are met:

- in the case of current tax assets and liabilities, the Company or
the Group intends either to settle on a net basis, or to realise

the asset and settle the liability simultaneously; or

- in the case of deferred tax assets and liabilities, if they relate
to income taxes levied by the same taxation authority on

either:

- the same taxable entity; or

- different taxable entities, which, in each future period
in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered,
intend to realise the current tax assets and settle the
current tax liabilities on a net basis or realise and settle

simultaneously.
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mE MWK

For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

P)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group or the Company has a 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 expenditure 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 of economic benefits 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 of economic

benefits is remote.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable. Provided it is probable that the economic benefits will
flow to the Group and the revenue and costs, if applicable, can be

measured reliably, revenue is recognised in profit or loss as follows:

i) Sale of goods
Revenue is recognised when goods are delivered at the
customers’ premises which is taken to be the point in time
when the customer has accepted the goods and the related
risks and rewards of ownership. Revenue excludes value added
tax or other sales taxes and is after deduction of any trade

discounts.

i) Interest income
Interest income is recognised as it accrues using the effective

interest method.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

q)

Revenue recognition (Continued)
) Dividends
—  Dividend income from unlisted investments is recognised
when the shareholder’s right to receive payment is

established.

—  Dividend income from listed investments is recognised when

the share price of the investment goes ex-dividend.

Translation of foreign currencies

Foreign currency transactions during the year are translated at the
foreign exchange rates ruling at the transaction dates. Monetary
assets and liabilities denominated in foreign currencies are translated
at the foreign exchange rates ruling at the end of the reporting

period. Exchange gains and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the foreign
exchange rates ruling at the transaction dates. Non-monetary assets
and liabilities denominated in foreign currencies that are stated at
fair value are translated using the foreign exchange rates ruling at the

dates the fair value was measured.

The results of foreign operations are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Statement of financial
position items are translated into Hong Kong dollars at the closing
foreign exchange rates at the end of the reporting period. The
resulting exchange differences are recognised in other comprehensive
income and accumulated separately in equity in the translation

reserve.

On disposal of a foreign operation, the cumulative amount of the
exchange differences relating to that foreign operation is reclassified
from equity to profit or loss when the profit or loss on disposal is

recognised.
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

s)

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use or sale
are capitalised as part of the cost of that asset. Other borrowing

costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a
qualifying asset commences when expenditure for the asset is
being incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use or sale
are in progress. Capitalisation of borrowing costs is suspended or
ceases when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are interrupted or

complete.

Non-current assets held for sale and discontinued operations

i) Non-current assets held for sale
A non-current asset (or disposal group) is classified as held
for sale if it is highly probable that its carrying amount will
be recovered through a sale transaction rather than through
continuing use and the asset (or disposal group) is available
for sale in its present condition. A disposal group is a group
of assets to be disposed of together as a group in a single
transaction, and liabilities directly associated with those assets

that will be transferred in the transaction.

When the Group is committed to a sale plan involving loss
of control of a subsidiary, all the assets and liabilities of that
subsidiary are classified as held for sale when the above
criteria for classification as held for sale are met, regardless of
whether the Group will retain a non-controlling interest in the

subsidiary after the sale.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

t) Non-current assets held for sale and discontinued operations (Continued)

Non-current assets held for sale (Continued)

Immediately before classification as held for sale, the
measurement of the non-current assets (and all individual
assets and liabilities in a disposal group) is brought up-to-
date in accordance with the accounting policies before the
classification. Then, on initial classification as held for sale and
until disposal, the non-current assets (except for certain assets
as explained below), or disposal groups, are recognised at
the lower of their carrying amount and fair value less costs to
sell. The principal exceptions to this measurement policy so
far as the financial statements of the Group and the Company
are concerned are deferred tax assets, assets arising from
employee benefits and financial assets (other than investments
in subsidiaries). These assets, even if held for sale, would
continue to be measured in accordance with the policies set

out elsewhere in note 2.

Impairment losses on initial classification as held for sale,
and on subsequent remeasurement while held for sale, are
recognised in profit or loss. As long as a non-current asset is
classified as held for sale, or is included in a disposal group
that is classified as held for sale, the non-current asset is not

depreciated or amortised.
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mE MWK

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

t) Non-current assets held for sale and discontinued operations (Continued)

i7)

Discontinued operations

A discontinued operation is a component of the Group's
business, the operations and cash flows of which can be clearly
distinguished from the rest of the Group and which represents
a separate major line of business or geographical area of
operations, or is part of a single coordinated plan to dispose
of a separate major line of business or geographical area of
operations, or is a subsidiary acquired exclusively with a view

to resale.

Classification as a discontinued operation occurs upon disposal
or when the operation meets the criteria to be classified as
held for sale (see (i) above), if earlier. It also occurs if the

operation is abandoned.

Where an operation is classified as discontinued, a single
amount is presented on the face of the statement of profit or

loss and other comprehensive income, which comprises:

- the post-tax profit or loss of the discontinued operation;

and

- the post-tax gain or loss recognised on the measurement
to fair value less costs to sell, or on the disposal, of the
assets or disposal group(s) constituting the discontinued

operation.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

u)  Related parties

2

b)

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

Group or the Group's parent.

An entity is related to the Group if any of the following

conditions applies:

(i)  The entity and the Group 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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mE MWK

For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
u)  Related parties (Continued)
b)  An entity is related to the Group if any of the following
conditions applies: (Continued)

(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.

(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

Group or to the Group's parent.

Close members of the family of a person are those family members
who may be expected to influence, or be influenced by, that person

in their dealings with the entity.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

v)  Segment reporting
Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the financial
information provided regularly to the Group’s most senior executive
management for the purposes of allocating resources to, and
assessing the performance of, the Group's various lines of business

and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature
of products and services, the nature of production processes, the
type or class of customers, the methods used to distribute the
products or provide the services, and the nature of the regulatory
environment. Operating segments which are not individually material

may be aggregated if they share a majority of these criteria.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

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

presented.

The Group has not applied any new standard or interpretation that is not

yet effective for the current accounting period.

Up to the date of issue of these financial statements, the HKICPA has
issued a number of amendments and new standards which are not yet
effective for the year ended 31 December 2016 and which have not been
adopted in these financial statements. These inculde the following which

may be relevant to the Group.
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs™) (Continued)

Amendments to HKAS 7 Statement of cash flows: Disclosure initiative'

Amendments to HKAS 12 Income taxes: Recognition of deferred tax

assets for unrealised losses'

Amendments to HKFRS 2 Share-based payment: Classification and
measurement of share-based payment

transactions’

HKFRS 9 Financial instruments?
HKFRS 15 Revenue from contracts with customers?
HKFRS 16 Leases®

Effective for annual periods beginning on or after | January 2017

2 Effective for annual periods beginning on or after | January 2018

B Effective for annual periods beginning on or after | January 2019

The Group is in the process of making an assessment of what the impact
of these amendments and new standards is expected to be in the period
of initial application. So far it has concluded that the adoption of them is
unlikely to have a significant impact on the Group's results of operations

and financial position, except for the following.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

HKFRS 9 Financial instruments

HKFRS 9 will replace the current standard on accounting for financial
instruments, HKAS 39 “Financial Instruments: Recognition and
Measurement”. HKFRS 9 introduces new requirements for classification
and measurement of financial assets, calculation of impairment of financial
assets and hedge accounting. On the other hand, HKFRS 9 incorporates
without substantive changes the requirements of HKAS 39 for recognition
and derecognition of financial instruments and the classification of financial
liabilities. The Group considers that the initial application of HKFRS 9 will
not have a significant impact on the Group's results of operations and

financial position.

HKFRS |5 Revenue from contracts with customers

HKFRS |5 was issued which establishes a single comprehensive model
for entities to use in accounting for revenue arising from contracts with
customers. HKFRS |5 will supersede the current revenue recognition
guidance including HKAS 18 "Revenue”, HKAS |1 "Construction

Contracts” and the related Interpretations when it becomes effective.
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

HKFRS 15 Revenue from contracts with customers (Continued)

The core principle of HKFRS 15 is that an entity should recognise revenue
to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. Specifically, HKFRS 5

introduces a 5-step approach to revenue recognition:

®  Step I: Identify the contract(s) with a customer
®  Step 2: Identify the performance obligations in the contract
®  Step 3: Determine the transaction price

®  Step 4: Allocate the transaction price to the performance obligations

in the contract

®  Step 5: Recognise revenue when (or as) the entity satisfies a

performance obligation

Under HKFRS |5, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is transferred to
the customer. Far more prescriptive guidance has been added in HKFRS
I5 to deal with specific scenarios. Furthermore, extensive disclosures are

required by HKFRS I5.

The directors of the Company anticipate that the application of HKFRS
I5 in the future may result in more disclosures made in the Group's
consolidated financial statements. However, it is not practicable to provide
a reasonable estimate of the effect of HKFRS |5 until the Group performs

a detailed review.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

HKFRS 16 Leases

As disclosed in note 2(f), currently the Group classifies leases into finance
leases and operating leases and accounts for the lease arrangements
differently, depending on the classification of the lease. The Group enters

into some leases as the lessor and others as the lessee.

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

recognised on a systematic basis over the lease terms.
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs™) (Continued)

HKFRS 16 Leases (Continued)

HKFRS 16 will primarily affect the Group's accounting as lessee of leases
for properties, plant and equipment which are currently classified as
operating leases. The application of the new accounting model is expected
to lead to an increase in both assets and liabilities and to impact on
the timing of the expense recognition in the consolidated statement of
profit or loss and other comprehensive income over the period of the
lease. As disclosed in note 29, at 31 December 2016 the Group's future
minimum lease payments under non-cancellable operating leases amount
to HK$ 16,598,000 for properties, the majority of which is payable between
| year and 5 vears after the reporting date. Some of this amount may
therefore need to be recognised as lease liabilities, with corresponding
right-of-use assets, once HKFRS 16 is adopted. The Group will need to
perform a more detailed analysis to determine the amounts of new assets
and liabilities arising from operating lease commitments on adoption
of HKFRS 16, after taking into account the applicability of the practical
expedient and adjusting for any leases entered into or terminated between

now and the adoption of HKFRS 16 and the effects of discounting.

The Group is considering whether to adopt HKFRS 16 before its effective
date of | January 2019. However, early adoption of HKFRS 16 is only
permitted if this is no earlier than the adoption of HKFRS [5. It is
therefore unlikely that HKFRS 16 will be adopted before the effective date
of HKFRS 15, being | January 2018.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

4. ACCOUNTING JUDGEMENT AND ESTIMATES

a)  Critical accounting judgements in applying the Group’s accounting policies

In the process of applying the Group's accounting policies,

management has made the following accounting judgements:

)

Non-current assets or disposal groups reclassified as held for

sale and discontinued operation

In the last quarter of 2016, the Group entered into an
agreement, subject to normal closing conditions and pursuant
to which the Group was granted an option to terminate
the disposal at its sole discretion before the end of 2017,
to dispose of the entire issued share capital of Capital Wise
Limited and its subsidiaries, all of which are wholly-owned
subsidiaries of the Company, for a cash consideration of
HKS$10 million so as to sell its entire interest in manufacturing
and trading of pharmaceutical and healthcare businesses.
Whether or not to classify these businesses as held for sale
as at 3| December 2016 is a matter of judgement and has
a significant impact on the presentation of the consolidated
financial statements. The directors of the Company are of
the opinion that completion of the disposal transaction was
‘highly probable’ as at 31 December 2016 and the criteria of
HKFRS 5 “Non-current Assets Held for Sale and Discontinued
Operations” had been met. Accordingly, pharmaceutical and
healthcare businesses have been reported as disposal group

held for sale.
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

4. ACCOUNTING JUDGEMENT AND ESTIMATES (Continued)

b)  Sources of estimation uncertainty

Note

6 contains information about the assumptions and their

risk factors relating to financial instruments. Other key sources of

estimation uncertainty are as follows:

Losses incurred in the impairment and disposal of available-
for-sale investments

The Group determines that available-for-sale investments
are impaired when there has been a significant or prolonged
decline in the fair value below its cost. The determination of
when a decline in fair value below its cost is not recoverable
within a reasonable time period is judgemental by nature,
so profit and loss could be affected by differences in this

judgement.

Given the scale of losses incurred in the impairment and
disposals of available-for-sale investments, consideration has
been given as to whether any of the losses incurred in the
current period should have been identified and accounted
for in prior period in accordance with HKAS 8 “Accounting
Policies, Changes in Accounting Estimates and Errors”. The
results of the exercise showed that for the consolidated
financial statements in respect of the year ended 31 December
2015, no objective evidence of impairment was found and
accordingly the consolidated financial statements for the year

ended 31 December 2015 have not been restated.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

4. ACCOUNTING JUDGEMENT AND ESTIMATES (Continued)

b)  Sources of estimation uncertainty (Continued)

7)

Income taxes

Determining income tax provisions involves judgement on
the future tax treatment of certain transactions and significant
estimation are regard in determining the provision for income
tax. Management 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
temporary deductible differences. As those deferred tax
assets can only be recognised to the extent that it is probable
that future taxable profits 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 additional
deferred tax assets are recognised if it becomes probable that
future taxable profits will allow the deferred tax asset to be
recovered. The Group has not recognised deferred income
tax assets in respect of estimated tax losses carried forward
disclosed in note 10 as there is no evidence that future taxable

profits will be available.
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity balance. The

Group's overall strategy remains unchanged from prior year.

The capital structure of the Group includes of debt, which include
borrowing and equity attributable to equity holders of the Company,

comprising issued share capital and reserves.

The directors of the Company review the capital structure on a regular
basis. As part of this review, the directors consider the cost of capital and
the risks associated with each class of capital. Based on recommendations
of the directors, the Group will balance its overall capital structure through
the payment of dividends, new share issues and share buy-backs as well as

the issue of new debt or the redemption of existing debt.

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS

5.

EXEBERE
KEE%@%EK'M%%K&Eﬂ%
BECELRERESS
5 B 45 3l 22 K B 3R o 7N £ [ v R4S g R
HRATFERHFTE o

PN% I

AEBZENGRBEBREY  EHER
ERRAREEEREAZREEZ(E
REBRTBRARER)

ARAEZSERRIBALE  EFR
A EBEARRA RSB E SRR
b AEERREEFCEREBIN
S BT LB A R EE
BABOREEHM FELEREAL
B

PEEREERERMTIAZATE

Categories of financial instruments ¢RIAZSE
2016 2015
it S —“E-hf
HK$’000 HK$'000
TER TET
Financial assets: tREE:
Available-for-sale investments AfRHERE — 560,585
Loans and receivables (including cash ERREREREE(BERS
and cash equivalents) FREEERE) 414,292 325,080
Included in disposal group classified FARELEZ
as held for sale HEEEEE 414 —
Financial liabilities: cRAaE:
Amortised cost B HAR 1,815 30971
Included in disposal group classified ATARELEZ
as held for sale HEEEAE 26,231 —
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies

The Group's major financial instruments include available-for-sale
investments, trade receivables, loans receivable, other receivables, bank
balances and cash, trade payables, accruals and other payables and
borrowings. Details of the financial instruments are disclosed in the
respective notes. The risks associated with these financial instruments
include market risk (interest rate risk, currency risk and other price risk),
credit risk and liquidity risk. The policies on how to mitigate these risks are
set out below. The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely and effective

manner.

Market risk

Currency risk

Certain bank balances of the Group are denominated in foreign currencies
other than the functional currency of respective group companies, which
expose the Group to foreign currency risk. The Group does not have
a foreign currency hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging significant foreign
currency exposure and will consider hedging significant foreign currency
exposure should the need arise. The carrying amounts of the Group's

foreign currency denominated monetary assets at the reporting date are as

6.

mE M BEmRME

RNETZA=T—RIE4E

BEEREEREMIAZATE
(&)
BREREERNREE
AEEZIZSRMIAGEIHEER
B RUEBHKRE EREN HiE
WHE - RTEBREEE  ENESEK
B R FEREMESFIERE K
TRTAFBENAMMERE - 823
cRIARBZARBET SRR (T
ﬁ\f% RlEAMERRR)  FE
ERBETRERE - BRREZZRE
“Zﬁﬁ%WMToaﬁﬁﬁﬁ&#%
ZERE - AR REA B KIEE
HIE

o

s AR

E¥ e g

ARER 2 ETRITHEBTIAINE (T IE=

EERAIMMEEE)FTE  EA5E

AXEERR - AEBYW EINEE R
°%ﬁ'%ﬁFﬁA%Eﬂ i
EREZRYERERINERR - RFE

H%'$%lu%%ﬁﬁ2§%ﬁﬁz

REENT

follows:
2016 2015
“E-RE —T-8%F
HK$'000 HK$'000
FER THET
Bank balances RITEER
United States Dollars (“US$") against EL(ETHAARE
Renminbi (“RMB") ([AR¥]) 1,664 11,635
Euro against HK$ BT BT — 951
EEABERAT
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

Market risk (Continued)

Currency risk (Continued)

Sensitivity analysis

The following table details the Group's sensitivity to a 5% increase and
decrease in the functional currency of respective group entities against
foreign currencies and all other variables were held constant. 5% is the
sensitivity rate used which represents management's assessment of the
reasonably possible change in foreign exchange rates. A positive number
below indicates a decrease in post-tax loss or an increase in post-tax profit
where the relevant foreign currency strengthens 5% against the functional
currency of respective group entities. For a 5% weakening of the relevant
foreign currencies of the respective group entities against the relevant
foreign currencies, there would be an equal and opposite impact on the

result for the year.

BHBERREEREMIAZATE
(&)

mHEER(E)

ERER (&)

BRI
TREINASEHERREER 2N
B INE BT R T B o5% (PR A&
ERF/IE) 2BUREFE - IERA 5%
ZHBELERIRKREEEYIIEER
PREABEE T - TXEREFTR
REBIEAERERER 2R EN
THES%E - BRREREERD SR &
MEm- REEEBZABINELAH
INERES%E  HAFEXRERBRE
EZHERTE -

2016 2015
“E-RE —T-IF
HK$'000 HK$'000
TR THET
Decrease/increase in post-tax loss/profit AEERBEEE G

for the year A/ Em
US$ against RMB ETHRARE 69 486
Euro against HK$ BT BT — 40

In management’s opinion, the sensitivity analysis is unrepresentative of the
inherent foreign exchange risk as the year end exposure does not reflect

the exposure during the year.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2016 HZE=ZF—

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

Market risk (Continued)

Interest rate risk

As at 31 December 2016, the Group was not exposed to any significant
interest rate risk. The Group currently does not have interest rate hedging
policy. However, the management will consider hedging significant interest

rate exposure should the need arise.

As at 31 December 2015, the Group was exposed to cash flow interest
rate risk in relation to variable-rate bank balances, loans receivable and

bank borrowing.

As at 31 December 2015, the Group was exposed to fair value interest
rate risk in relation to the fixed-rate loans receivable through the impact

of changes in market interest rates.

As at 31 December 2015, the Group's cash flow interest rate risk was
mainly concentrated on the fluctuation of Hong Kong Interbank Offered
Rate ("'HIBOR™) arising from the Group's bank borrowing and best
lending rate quoted by a bank in Hong Kong arising from the Group's loans

receivable.

Sensitivity analysis

The sensitivity analysis below have been determined based on the exposure
to cash flow interest rate risk for variable-rate bank borrowing and loans
receivable at 31 December 2015. The analysis was prepared assuming the
stipulated changes taking place at the beginning of the financial year and
held constant throughout the reporting period. A 50 basis points increase
or decrease was used which represented management's assessment of the

reasonably possible change in interest rates.

If interest rates had been 50 basis points higher/lower and all other
variables were held constant, the Group's profit after taxation for the year

ended 3| December 2015 would increase/decrease by HK$376,000.

6.
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

Market risk (Continued)

Other price risk

As at 31 December 2016, the Group was not exposed to any other price

risk.

The Group was exposed to price risk in respect of available-for-sale

investments in equity securities as at 31 December 2015.

The sensitivity analysis below have been determined based on the
exposure to equity price risks on the Group's available-for-sale investments
carried at fair value at the end of the reporting period. If the prices of
the unlisted investment funds and equity instruments had been 5% higher/
lower, investment revaluation reserve for the year ended 31 December
2015 would increase/decrease by approximately HK$12,154,000 as a
result of the changes in unlisted investment funds and equity instruments

classified as available-for-sale investments.

The management would manage its exposure arising from these
investments by closely monitoring the performance of respective equity
securities and investment funds and market conditions. The management
would consider diversifying the portfolio of these investments as they

consider appropriate.

In management’s opinion, the sensitivity analysis was unrepresentative of
the inherent equity price risk as the year end exposure does not reflect

the exposure during the year.

Credit risk

As at 31 December 2016 and 2015, the Group's maximum exposure to
credit risk which will cause a financial loss to the Group due to failure
to discharge an obligation by the counterparties is arising from the
carrying amount of the respective recognised financial assets including
trade receivables, loans receivable and other receivables as stated in the

consolidated statement of financial position.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

Credit risk (Continued)

In order to minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual trade debt at the end of the
reporting period to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of the Company

consider that the Group's credit risk is significantly reduced.

As at 3|
loan receivable of HK$100,000,000. The counterparty is a company

December 2015, the Group has concentration risk on

incorporated in the Cayman Islands with limited liability which is principally
engaged in securities trading and investment and provision of financial
services in Hong Kong. The directors of the Company monitored the
financial information closely in order to assess its credit quality and
considered the default in payment upon maturity to be low. In this regard,
the directors of the Company considered that the Group's credit risk was

significantly reduced.

As at 3| December 2015, the Group did not have any other significant
concentration of credit risk as loans receivable and trade receivables

consisted of a large number of customers.

The credit risk on liquid funds is limited because the counterparties are

banks with good reputation.

As at 31 December 2016, the Group has no concentration risk other than

cash at banks.

Liquidity risk

The Group manages its liquidity risk by monitoring and maintaining a level
of cash and cash equivalents considered adequate by the management to
finance the Group's operations and mitigate the effects of fluctuations in
cash flows. The management monitors the utilisation of bank borrowings

and ensures compliance with loan covenants.
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Notes to the Consolidated Financial Statements
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

6.  FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)
Liquidity risk (Continued)
The following table details the Group's remaining contractual maturity
for its non-derivative financial liabilities based on the earliest date on
which the Group can be required to pay. Specifically, bank borrowing
with a repayment on demand clause is included in the earliest time band
regardless of the probability of the banks or financial institutions choosing
to exercise their rights. The maturity dates for other financial liabilities are
based on the agreed repayment dates. The table includes both interest and

principal cash flows.

Ligquidity risk tables
For the year ended 31 December 2016

Weighted
average

interest rate

BHBERREEREMIAZATE
(&)
RBEEER(E)
TRFMBIRBEAEEAEREKE
RLERAMHENFITLEEBEER
ARRGBER - LER 2HRKEX
& 1ﬁ2ﬁﬁﬁ%ﬁﬁkf$%ﬁ
B MAWRTHEBEERS
BITEHS 218N - H%%ﬂ%1z
HEREHEERDEE - FIERE
RenEHHENZE -

3

W

ﬁﬁi

RE AL
BE-_Z-—"F+t-A=t-HIEFE
Total Carrying
On demand  undiscounted amount at

or within cash flows 3171212016
| year AER RIB-RF

MEFH  REREG RERE t-A=+-8H
Gk —£R b ZREE
% HK$°000 HK$'000 HK$°000
E TET TER TR
Non-derivative financial liabilities ETESRER
Accruals and other payables JEST AR A M BN ERIE NATER 1,815 1,815 1,815
Liabilities of disposal group classified 2 SAARELE 2
as held for sale: HEXEAE:
~ Trade payables -ERESRE NATER 286 286 286
~ Other borrowing - HEbiER 12 12,169 12,169 11,164
- Other financial liabilities —EtheRERE NATER 14,781 14,781 14,781
29,051 29,051 28,046
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL 6. BIBEBEERSRIAEZATE

INSTRUMENTS (Continued) (%)
Liquidity risk (Continued) RBESRR(E)
Liquidity risk tables (Continued) REELERE (&)
For the year ended 3| December 2015 BE_Z-RF+_A=1—HILLFE
Total Carrying
Weighted On demand  undiscounted amount at
average or within cash flows 3171212015
interest rate | year AR R-T-0F
EFS  RERER ReRE t-A=t—H
ik —FR eR ZEHE
% HK$'000 HK$'000 HK$'000
E TRL TAL TR
Non-derivative financial liabilities FiTESMEAE
Trade payables ENESHRE N/ANER 949 949 949
Accruals and other payables et R R A MR RE N/A @R 20,022 20,022 20,022
Borrowing (1 .89 10,000 10,000 10,000
30971 30971 30971
The amount included above for variable interest instruments for non- fis ¥ B A R BN R 5 B P E TE 2 fh T
derivative financial liabilities are subject to change if changes in variable FEEMZR A ELRBE L HEITES
interest rates differ to those estimates of interest rates determined at the RERNIBDNETACEHRAME
end of the reporting period. & o
2EEBRERQA

2016 % W
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

6.  FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL

INSTRUMENTS (Continued)

Liquidity risk (Continued)

As at 31 December 2015, bank borrowing with a repayment on demand

clause of HK$10,000,000 was included in the “On demand or within |

year" time band in the above maturity analysis. Taking into account the

Group's financial position, management did not believe that it was probable

that the bank will exercise its discretionary right to demand immediate

repayment. Management of the Group believed that such bank borrowing

will be repaid after the end of reporting period in accordance with the

scheduled repayment dates set out in the loan agreement.

For the purpose of managing liquidity risk, management reviews the

expected cash flow information of the Group's bank borrowing based on

the scheduled repayment dates set out in the bank borrowing agreements

as set out in the table below:

PREAREEREMIAZAYE
(&)

REBESRR(Z)
R-_E—RF+-A=1+—H8 58%E
BRERKEBIKHRZBTHEE 10000000
BILET A LR BB AR Bk —F
WIREER - ZRIAEEMBRRL - B
BEBEROTATEETFNERE
KABER ARBEEERRZER
TEEERBEERBEMEATEEHRA
HRRERREEE -

REBRTBESRR  EEERERT
EBEREMSTEEFAHRTAER
BITEECRBRESREEN OTER
F3l -

On Carrying
Weighted demand or Total amount at
average within - undiscounted 3111212015
interest rate | year cash flows  RZT—hfF
g REKE A#R +-A=1-H
RRZLIES 5N RERELR ZRH{E
% HK$'000 HK$'000 HK$'000
E TR TR T
Bank borrowing RITEE
At 31 December 2015 —1F+-A=t—H .89 10,047 10,047 10,000
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL 6. BIBEREEREMIAZATE
INSTRUMENTS (Continued) (%)
Fair value measurements of financial instruments ERMIAZAVEE
This note provides information about how the Group determines fair AMTRUEEBAEENAEEZES
values of various financial assets and financial liabilities REENREBEEZATEZER -
Fair value of the Group’s financial assets that are measured at fair value on BB MEELRNFEGFES AEE
a recurring basis THEEZLFE
As at 31 December 2016, the Group did not have any financial assets that RZE-—RE+_A=+—H x5H
were measured at fair value. VEAMURTEFENEREE °
Some of the Group's financial assets were measured at fair value at 3| AEEHDEMEER _T—RF+Z
December 2015. The following table gave information about how the fair A=+—HRAFENE TREHSA
values of these financial assets were determined (in particular, the valuation BETZEemEE A AR
techniques and inputs used). RIMERZGERERZH) 2EHR -
Fair value as at
BUTEHZAYE
31/12/2016 31/12/2015  Fair value  Valuation techniques

Financial assets —E-RE ZZ—HE  hierarchy  and key inputs
TREE tZA=+t—-8B +ZA=1t—H A2FEHH /“EIERIEZE
Investments in unlisted funds Nil HK$26,385,000 Level 2 Derived from quoted prices from

classified as available-for-sale pricing services based on net asset

investments value of the funds
RERDBRAHEERE | 26,38500087T F-H  REEANESEEFENTERS

HZELMES HR(E
Investments in unlisted equity Nil  HK$216,700,000 Level 2 Recent transaction price

interests classified as

available-for-sale investments
RERDBATHEERE | 216,700,000/87T 2R BHRHE

GOE Al EN: £

There were no transfers between Level | and 2 during both years.

RREFE  F-REFE -_HELE
g1 o
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (Continued)

Fair value measurement and valuation process

The chief financial officer of the Company is responsible to determine the

appropriate valuation techniques and inputs for fair value measurements.

In estimating the fair value of an asset or a liability, the Group uses market-
observable data to the extent it is available. Where Level | inputs are not
available, the Group engaged third party qualified valuers to perform the
valuation. The chief financial officer works closely with qualified external
valuers to establish the appropriate valuation techniques and inputs to the
model. Chief financial officer reports to executive directors semi-annually

to explain the cause of fluctuations in the fair value of the assets.

Information about the valuation techniques and inputs used in determining

the fair value of various assets are disclosed above.
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

SEGMENT INFORMATION
The Group's executive directors are the chief operation decision makers
("CODM") as they collectively make strategic decisions towards the

Group's operations based on nature of business.

The Group's reportable and operating segments in its continuing and

discontinued operations under HKFRS 8 are as follows:

(a) securities trading and investments
(b)  trading of wines

(c) health care products, which are mainly represented by ginseng
products (classified as discontinued operations during the year ended
31 December 2016 (see note 12(a)))

(d) pharmaceutical products, which are mainly represented by licensed
medicines (classified as discontinued operations during the year
ended 3| December 2016 (see note 12(a)))

(e) money lending (discontinued after November 2016 and classified as
discontinued operations during the year ended 31 December 2016

(see note 12(b)))

PEER
HARARERTESARARERBILE
HASELERLIRRRAT  HRER
FREERRE((TERZRRE]) -

AERERBEEEHBRELANFHH
BREZGRORIEBLEEBNERRK
ZENBE

) HBHEERKE
() BEBES

O REER FERAZER(DE
RRBE_ZT—R"FTA=1—
AIEFERRIELEXBK(2RM
F120)))

d) BEER FEAFEERENHE
BREBE-T—R"F+-A=1—
ALLEEEREEEEK(2RM
12())

() BR(MZZT—RE+—A#%ER
IHEE - UHBAREZE-S—X
FTZA=+-BLEFERRLEL
EEB(BRME 120)))
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For the year ended 31 December 2016 BZE—FT— A F+-_A=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. PEERE)
Segment revenue and results DR REE
The following is an analysis of the Group's revenue and results by UTAERERREENHE KRERNE
reportable and operating segments. REEZDHf o
For the year ended 3| December 2016 B2-_FE—_NF+-A=1+—-HIFEE
Continuing operations Discontinued operations
FRELRE ERLEERE
Securities
trading and
investments Trading Health care  Pharmaceutical Money
2588 of wines Subtotal products products lending Subtotal Total
kRE  REERE Nt RiEER  BEER LE it i
HK§ 000 HK$ 000 HK§ 000 HK§ 000 HK$'000 HK§ 000 HK§ 000 HK$'000
Tin Tin Tin Tin Tin Tin tin in
Segment revenue p L
Sales of goods HESR - 2816 2816 38 19,360 = 19,868 2,684
Iterest income from loans receivable FEYTE RN FISHA - - - - = 9540 9540 9540
- 1816 2816 308 19,560 9,540 29,408 04
Segment (lss)prof AR(BR)EH (#22:456) ) (B4 (2194) 1,725 9.4 (109%) (434200
Other income EfhA 140 I 151
Unallocated corporate FARBAREMS
and other expenses (14.495) (I (14:4%)
Finance costs BhER (144) (346) (40)
Loss before taxation hitnEsE (#7173) (11,329) (449,062)
Income tax expense MR (59) (1) (639)
Loss for the year ERER (431792) (12,105) (449.897)
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

SEGMENT INFORMATION (Continued) 7. REERE)
Segment revenue and results (Continued) PHENBREE(E)
For the year ended 3| December 2015 BEZ2 _E-L#+-FA=1+—-HIFE
Continuing operations Discontinued operations
FEIEZE ERHEERE
Securtties
trading and
investments Trading Heatth care  Pharmaceutical Money
#5EE of wines Subtotal products products lending Subtotal Total
fhE  EEERE N REER  EBEm £ it it
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000 HK$000
TR Tin Tin Tin Tin TR TR Tin
Segment revenue p L
Sales of goods HEEm - 1,637 1637 2560 0,178 - 0738 U375
Change i farvale of fnancil -~ RATBHABEL
assets at fair value through SHERLDTER
profit or loss 28038 - 28038 - - - - 28038
Iterest income from loans receivable FEYUERTZ FISHA - - - - - 75% 15% 75%
28038 1,637 1675 2560 0,178 15% 30334 60,009
Segment proft (o) AREH (5R) 430 92 4684 (1041) PRE] 730 (12390) 1504
Other income HA 7879 580 §459
Unallocated corporate FARAAREMR Y
and other expenses (1519 (1.279) (l6471)
Gan on disposal of subsiciaries ~ HEMBATAE 11,338 - 113%
Finance costs BRER (10) - (10)
Proft (loss) before taxation IHAEH(BR) 50817 (13089) Bl
Income tax experse MR (3769) (590) (4359)
Proft (ossfor the year ERRT5R) 4704 (13679) 369
Segment revenue includes proceeds from sales of goods, interest income NEREBREEEEYMETE  ER
y =]

from loans receivable and change in fair value of financial assets at fair

value through profit or loss.

BWAREAFEFARELZ
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For the year ended 31 December 2016 BZE—FT— A F+-_A=+—HIFE

7. SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

Segment (loss) profit represents the loss from/profit earned by each

segment without allocation of other income and gain, finance costs, and

unallocated corporate and other expenses. This is the measure reported

to the CODM for the purposes of resource allocation and performance

assessment.

Segment assets and liabilities

The following is an analysis of the Group's assets and liabilities by

reportable and operating segment:

As at 3] December 2016

Continuing operations

PEERE)

PRBERFE(E)
PR(BR)VENERABELEZER/
A Y EE AE MM Bl - B
BERRRDERARREMSE - 5ty
MEREERREZRZTESA U
BB RREFHERR -

PEREERERE
ATREREERREENBIASHEE
FEEZDH

R-E-ANEFZHA=F+-H

Discontinued operations

RREERY BRLEERE
Securities
trading and
investments Trading Health care Pharmaceutical Money
BEEE  of wines Subtotal  products  products lending Subtotal Total
kkE AEERE Mt REER  BEER Lt gt it
HK$'000  HK§'000 HK$'000  HK$000  HK$'000 HK$'000  HK§000  HK$'000
TiEn TiEn TEn TiEn TiEn TEn TiEn TEn
ASSETS BE
Segment assets PREE - 334 334 20,443 7,862 - 28,305 28,639
Unallocated items: AORER
Property, plant and equipment  #1% + B R /B 648 = 648
Deposits, prepayments and &% * BAFER
other receivables EfENER 2795 - 2795
Bank balances and cash RLBRAS 401,007 13,256 414263
Tota assets fE4E 404,784 41561 4634
LIABILITIES af
Segment liabilties PEER - - - 31,364 3,209 - 4573 573
Unallocated item: AIRER
Other payables HitERZE 12815 6l 12,876
Taxation payable ERHE - 315 315
Total liabilties afeg 12815 34949 47764
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

7. SEGMENT INFORMATION (Continued) 7. SEERE)
Segment assets and liabilities (Continued) THEEEREE(E)
As at 3/ December 2015 R-E-fF+=-F=+—-H
Continuing operations Discontinued operations
REREEH ERIEERH
Securities
trading and
Investments Trading Health  Pharmaceutical Money
EREE of wines  care products products lending Total
ke #BERE  REER B2 g3 it

HK$'000 HK$ 000 HK$000 HK$000 HK$000 HK$000
TEL TEL T T TEL TEL

ASSETS BE
Segment assets PEEE 560,58 1,659 33,294 10241 142,714 748493
Unallocated items: AAEEE -
Property, plant and equipment 0% BERAE 1254
Deposits, prepayments and e BARER

other receivables EENER 834
Bank balances and cash FrkEskRe 180,342
Total assets BERR 930923
LIABILITIES &
Segment liabiliies AREE - il PINEY 4909 - 28357
Unallocated items: APEER:
Other payables Ht MR 25!
Taxation payable EfHE 98
Borrowing &7 10,000
Total liabilties EREE 41016

L2EBEBRERAA
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

7. SEGMENT INFORMATION (Continued) 7. SEERE)
Segment assets and liabilities (Continued) PEEEREE(E)
For the purpose of monitoring segment performances and allocating REBRNBRZ P ERARERDE -

resources between segments:

. all assets are allocated to reportable and operating segments, o FMBEENEEZEEHRNEENE
other than certain property, plant and equipment, certain deposit, WETYE BENMEE ETE
prepayments and other receivables and bank balances and cash. % ANFENEMmERERIEL K

RITREBR IR IR ©

. all liabilities are allocated to reportable and operating segments, o FMBEEIEZEEHRNEENE
other than certain other payables, certain taxation payable, certain WETFHEMENAZE  EFREMNE
borrowings and taxation payable. B BTERRENTIERI

DRAGONITE INTERNATIONAL LIMITED
2016 Annual Report

110



Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

SEGMENT INFORMATION (Continued) 7. SEERE)
Other segment information Hitp BEHR
Amounts included in measure of segment profit or loss or segment assets: BRENESERSHNERIDEEE
R
For the year ended 31 December 2016 BE_E—AFFA=1—HIFE
Continuing operations Discontinued operations
REAERE BALEERH
Securities
trading and Health
investments Trading care  Pharmaceutical Money
2588 of wines products products lending  Unallocated Total

RRE WEERE  RREz  BEEg LEs #7& it
HKS000  HKS000  HKSO00  HKSO00  HKSO00  HKS000  HK$'000
TR TER TR TR TER TR TER

Additions to property, plant and equipment n%  BERXERE - - - 741 - 8 749
Depreciation of property, plant and equipment 1% ~ BR RXENE = = 113 1,500 = 812 335
Amortisation of prepaid lease payments BREEE & - - 78 - - - 8
Wite-down of inventories ) = = 12,971 54 = = 13,495
(Write-back of alowance)l dlowance forbad ~~ RER(BEEE)/%E
and doubtful debts - 8 177 (251) - - (46)
Loss on disposal of property, plant and equipment  (EH% * B
KRRR - - - 18 - = 18
Reclassification from equity on disposal BTRNERES
of available-for-sale investments HERRENAR 149,956 = = = = = 149,956
Loss on disposal of available-for-sale investments  EBH ENBLARH S
through disposal of subsidiaries HEREER 104,934 - - - - - 104,934
Impairment losses on avalable-for-sale investments AT ERE 2 HEEE 167,566 = = = = = 167,566
Loss on disposal of a subsidiary HERBLARNES - - - - 189 - 189
L2EBEBRERQAF
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

7. SEGMENT INFORMATION (Continued) 7. SEERE)
Other segment information (Continued) HittpBER(E)
For the year ended 31 December 2015 (Restated) B —E-fFF-Ff=+—HUFE
(EJ])
Continuing operations Discontinued operations
BRAEZH BALEEEH
Securities
trading and Health
nvestments Trading care  Pharmaceutical Money
#5788 of wines products products lending  Unallocated Total

kR WEBRE  REEe  BEEm £l KAE it
HKS000  HKBOOD  HKSO0D  HKSOOD  HKS000  HKSO00  HKSOOO
TEL T T TR TATL TEL TAL

Additions to property, plant and equipment 0% BERRXAERE - - - 199 - 193 392
Depreciation of property, plant and equipment 1% ~ BRRXMHHE - - 2075 1,578 - 315 3968
Amortisation of prepaid lease payments BRENE B - - 8 - - - 83
Wite-down of inventories &M - - 8632 - - - 8632
Allowance for bad and doubtful debs RERERE - - 2443 - - - 2483
Impairment loss in respect of other receivables  EfENFBHFESE - - - 366 - - 36
Loss on disposal of property, plant and equipment  11EH% - BERREER - - 78 - - - 78
Redlassification from equity on disposal of AU ERER
avalable-for-sele investments HERRENAE (20669) - - - - - (20469)
Revenue from continuing operations on major products REFTEEMBFECEE 2N
2016 2015
ZE-RE —FT-hf
HK$’000 HK$'000
T TAET
(Restated)
(e &7))
Wine products BEBED 2,816 1,637
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

SEGMENT INFORMATION (Continued) 7. SEERE)
Information about major customers BRTEERFZER
Revenue from customers of the corresponding years contributing over 10% HEFEHAEEAEEE 0% K
of the total sales of the Group is as follows: xEWEIMT
2016 2015
—E-XE —T-hF
HK$’000 HK$'000
TER TET
(Restated)
(e E5))
Continuing operations REREEK
Customer Al BEEA 2,476 833
Customer B! XPB — 496
Revenue from trading of wines. BEEREENE -
Geographical information IBE R
The Group's revenue from continuing operations by location of operations AEBUEBHAERDM 2 REFEL
and its non-current assets by geographical location of the assets (excluding BEBIZHZNNBEETRESRE
financial assets) are detailed below: EVMBUNEIMZERBDEE 2 ERF
B
Revenue Non-current assets
Wi FhBEE
016 2015 2016 2015
Z§-AE 5-1E ZE-RE “5-1%
Continuing  Discontinued Continuing ~ Discontinued Continuing  Discontinued Continuing  Discontinued
operations  operations operations operations operations  operations operations operations
B BRE Tw B OBRE Tow  KE BRE T B BEE T
SeRB  EERR 0 &% SuRR Gexk 0 4¢ BERR GERR &% SRR 08X it
HK§'000  HK$'000  HK§'000  HKS000  HKSO000  HKSO00  HK$'000  HKS000  HK§'000  HKS000  HKS000  HK$000
Tén  TEn TE AT Thr  TEn  TEAn  TEm  fEn TEr A T
Hong Kong i 206 90 I3 VS B4R 308 2606 - 48 1254 - 1254
PRC g - 19,868 19,868 - 2921 2921 - - - - 15,594 15,594
1816 29,408 304 19,675 30334 60,009 2616 - 2616 |54 15,594 16,448
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

8. OTHER GAINS AND LOSSES 8. HtBE
2016 2015
—B-RE —“E-IfF
HK$’000 HK$'000
T TAT
(Restated)
(g=3)
Continuing operations RECERE
Allowance for bad and doubtful debts REZEREE (28) -
(Loss) gain on disposal of subsidiaries HEMB LR (BB Ka
— Disposals of available-for-sale investments —EBHEMNBERAFNE
through disposal of subsidiaries At EEE
(notes 28(b)(ii) and (iii)) (PR 3£ 28(b) (i) R (iif)) (104,934) —
— Other disposals (notes 28(a)(ii) and (iii)) ~ —E b H & FI8 (P 7 28(a) (i) K (i) — 11,338
Impairment losses on available-for-sale AfHEEE ZRERSE
investments (carried at cost) (note 17(a)) (BRANR) (H15E 17(a)) (167,566) —
Available-for-sale investments (carried at AL EEE(RATEAR)
fair value): reclassified from equity BRESHHE
— On disposals through disposal —-REBHEMB AR L ER
of subsidiaries (notes 17(b) and 28(b)(i)) (P 3E 17(b) K2 28(b) (i) (147,419) —
— On other disposals — N E A & F IR (2,537) 20,669
(149,956) 20,669
(422,484) 32,007
Represented &
(Loss) gain in the impairment and ARLEREZRER
disposals of available-for-sale investments HE (B8 )& R (422,456) 20,669
Allowance for bad and doubtful debts REREE (28) —
Gain on disposal of subsidiaries HEM B AR 2 Wi — 11,338
(422,484) 32,007
9. FINANCE COSTS 9. HMBEAR
2016 2015
—E-XE —T-RF
HK$'000 HK$'000
T THET
Continuing operations RELEXRK
Interest on bank borrowings RITEENE 144 102
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

INCOME TAX EXPENSE 10. FrE%ii
2016 2015
—E-RE —T-IfF
HK$’000 HK$'000
TERT FET
(Restated)
(&55)

Continuing operations BEREER

Hong Kong Profits Tax BARGH 59 18,492
Deferred tax credit BETABRERTIE — (14,723)
59 3,769

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable

profits for both years.

Reconciliation between tax expense and accounting (loss) profit at

applicable tax rate is as follows:

2 165%:TER/E -

B ar 2 BEm T

BRNGHEMEF R G ERTULF

RERMERAEZHAXHBEGH(B

2016 2015
ZE-RF —“T-If
HK$'000 HK$'000
TET TET
(Restated)
(f&7))
(Loss) profit before taxation REFERE B2 BA(BR) &R
from continuing operations (437,733) 50,817
Tax at Hong Kong Profits Tax rate of 16.5% K& BHMEHE 16.5%5H 2 HIA (72,226) 8,385
Tax effect of expenses not deductible PAHIBz X HEHA 8
for tax purpose 70,955 1,234
Tax effect of income not taxable BERMIWAERIBL ZE
for tax purpose (305) (6,549)
Tax effect of tax losses not recognised AERVEBBRHN AT E 1,572 699
Tax effect of deductible temporary AERARE R L EE
difference not recognised HHREZ 8 4 —
Underprovisions in prior years BEFEREETR 59 -
Income tax expense from REFBREEB 2 AEHAX
continuing operations 59 3,769
2EEBRERQA
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

0. INCOME TAX EXPENSE (Continued)
At the end of the reporting period, the Group has estimated unused
tax losses of approximately HK$25,717,000 (2015: approximately
HK$16,190,000) available for offset against future profits relating to
the continuing operations. No provision of deferred taxation has been
recognised in respect of the tax losses due to unpredictability of future
profit streams. The unused tax losses do not expire under current tax

legislation.

The following are the deferred tax liability recognised and the movements

thereon during the current and prior vears:

0. FiEBixd#E)

RBEBRR ARBRFTAERFERATE
EE£25717008 T(ZT—RF 4§
16,190,000 7T ) A K SH B RIS B IS &
EBORIERN  ERARRAFIBLE
PATER - B S R R R
BRHE - BEBROIWE  ZREAHE
BB -

ATAAFRAZELEREABEREE
g

Unrealised gain on financial
assets at fair value through

profit or loss

BOAVEGARBZEMEE

RER W E
2016 2015
—E-RF —“E—hF
HK$’000 HK$'000
TET FET
At | January R—H—H = 14,723
Credit to profit or loss for the year FRNKRER — (14,723)
At 31 December W+=-—A=+—8 — —
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

II. (LOSS) PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS I, AEERELSLER(EHE)EF
(Loss) profit for the year from continuing operations has been arrived at AFEERECLER(ER)SNE Mk
after charging (crediting): (3t A)T%)3BR :

2016 2015
—E-RF —“E—hF
HK$’000 HK$'000
T TR
(Restated)
(&g&51)
Staff costs BTHY
Directors’ emoluments (note |3) FEMe (M 13)
— fees and other emoluments -HeREMME 3,734 3,855
Other staff costs HmMBTHX
~ salaries, allowances and bonus — 5o R RIEAL 2,869 2,842
— retirement benefits —RIRBAFT RGN
scheme contributions 95 103
6,698 6,800
Cost of inventories recognised as an expense HRRRAX 2 FERA 2,318 948
Auditor's remuneration BE S 1,750 ,855
Depreciation of property, plant and equipment  #1% * HiE kR EZITE 612 315
Operating lease rentals in respect of T REFREEOBENE
land and buildings 1,727 2,338
Interest income from bank balances RITEER 2 F R
(included in other income) (BHREEMBIRAR) (n (180)
Imputed interest income from deferred BEREZEEMBHRA
consideration (included in other income) (BREEMBRAR)
(see note below) (R T xbat) — (7,651)
Legal and professional expenses FERBEXRER 3,020 6,197
LEEBERAT
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

(LOSS) PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS
(Continued)

Note: In previous years, the Group has disposed the business intellectual

property rights (primarily including copyright, patents, database rights and
rights in trademarks, designs, know-how, domain names and confidential
information of the Group's atomizing cigarettes business) together with the
benefit of claims regarding the business intellectual property rights and the
records and other documents relating to the above (collectively known as
“Assets”) at a consideration of US$75 million (equivalent to approximately
HK$581,250,000). The consideration was received in stages. The remaining
balance of US$10 million (equivalent to approximately HK$77,500,000) was

received during the year ended 3| December 2015.

During the year ended 31 December 2015, an imputed interest income on deferred

consideration of approximately HK$7,651,000 was recognised in profit or loss.

DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED
OPERATIONS

@)

Disposal group held for sale

On 7 November 2016, the Company entered into an agreement
with an independent third party to dispose of the entire issue share
capital of Captain Wise Limited and its subsidiaries (“Disposal
Group") for a cash consideration of HK$10 million so as to sell its
entire interest in the operations of pharmaceutical and healthcare
businesses. The directors of the Company consider that the disposal
transaction is highly probable and are of the view that the assets and
liabilities attributable to the Group's interest in the Disposal Group,
which is expected to be sold before the end of 2017, have been
classified as disposal group held for sale and are presented separately
in the consolidated statement of financial position at 31 December
2016, and their businesses have also been classified as discontinued
operations and presented separately in the consolidated statement of
profit or loss and other comprehensive income for the years ended
31 December 2016 and 2015.

The consideration of the disposal is higher than the aggregate
carrying amount of the related assets and liabilities. Therefore,
no impairment loss is recognised on the assets of disposal group

classified as held for sale.
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2.

DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED

OPERATIONS (Continued)

@)

Disposal group held for sale (Continued)

(i)

Notes to the Consolidated Financia

ma R

| Statements

% & M &

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

£ 3C))

12. BEHEZHERERERILEE

() BEREYHEEEE)

Assets of disposal group classified as held for sale () EBDBEBIFELEZH
ELEEE
2016 2015
“E-RE “T-AF
HK$’000 HK$'000
TER FET
Property, plant and equipment ME - BB &EE
(note 16) (5T 16) 19,943 —
Prepaid lease payments (note |8) ERBEREMT 18) 2,159 —
Inventories (note 19) FEME19) 4,363 —
Trade receivables (note 20) FE 8 5 BR7E (B3 20) — —
Deposits, prepayments and B BENFERAMEKERE
other receivables (note 22) (P5E22) 1,840 —
Assets of disposal group classified TRABELEZ
as held for sale HEEEEE 28,305 —
Bank balances and cash of HE R ZIRIT
disposal group YN kn 13,256 —
Total o 41,561 —
L2EBEBRERQAF
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For the year ended 31 December 2016 %

2.

DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED

OPERATIONS (Continued)

-

RETZA=T—RILFE

(a) Disposal group held for sale (Continued)

£ 3C))

12. BEHEZHERERERILEE

() BEREYHEEEE)

(i)

(i) Liabilities of disposal group classified as held for sale (i) EDEBIFIELEZH
EZ£ERE
2016 2015
“B-RE —FT-hf
HK$’000 HK$'000
T TR
Trade payables (note 24) T8 5 8RIE (K15 24) 286 —
Accruals and other payables (note 25)  JE&TFRIE K H it f 18R 78 (FI3E 25) 23,184 —
Other borrowing HibfEm
(see note below) (R hsE) 11,164 —
Taxation payable I 315 —
Total FeReE] 34,949 —
Note: The other borrowing was unsecured and carried a fixed rate of Mz : EMERAREBILE
12% per annum from an independent third party. The carrying EHTEEFMER2%
amount of the other borrowing was denominated in RMB. The ZEERER  BfE
other borrowing will be matured within one year. R EEERARES
B EMERBR—F
REE -
Cumulative income or expense recognised in other (i) RE M E E W R
comprehensive income relating to disposal group classified as FHAFEHEZ L EE
held for sale B ZFUAZEZ
2016 2015
—E-RF —“E—hF
HK$’000 HK$'000
TR TRT
Foreign exchange translation adjustments JMEREFE 53,580 —
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DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED

OPERATIONS (Continued)

@)

Disposal group held for sale (Continued)

(iv)  Analysis of the results of discontinued operations, and the

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

results recognised on the disposal group, Is as follows:

12. BEHEZHERERERILEE
X%e)
() BELEZHEREE)

(v) ERIEERFREEL
B EEBEE XA

ZAWHTE
2016 2015
—B-AE “T5F
HK$’000 HK$'000
TERr TR
Revenue i 19,868 22,738
Cost of sales HERMA (25,761) (21,433)
Other gains H iz 3,924 2,018
Other income H A I 580
Selling and distribution costs HE R HE A (8,325) (11,471)
Administrative expenses THRZ (9,924) (12,841)
Finance costs B%ER (346) _
Loss before tax BATEE (20,553) (20,409)
Income tax expense ST (776) (590)

Loss for the year from AFEEERIELE

discontinued operations £¥BER (21,329) (20,999)
2EEBRERQA
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

12. DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED 2. BFHEZHEEBERCRILLE
OPERATIONS (Continued) ¥¥%E)
(@) Disposal group held for sale (Continued) @) HELEZHERE(Z)
(iv)  (Continued) (v) (#&)
Note: Loss for the year from discontinued operations has been Wi : AEEERIEEEES
arrived at after charging/(crediting): BEEMBRGA) T
BH :
2016 2015
—E-XE —T-hE
HK$'000 HK$'000
THT TET
Staff costs BIMX
— salaries, allowances and bonus - BRI REL 6,893 5924
— retirement benefits scheme contributions —RIREFIEHEIHR 1,446 1,458
8,339 7,382
Amortisation of prepaid lease payments BRNHERE &S 78 83
The amount of inventories recognised HRRRZ FESE
as an expense
— Carrying amount of inventories sold -BHEFEZEREE 12,266 12,801
— Write-down of inventories* —FE MR * 13,495 8,632
25,761 21,433
Depreciation of property, plant and equipment #% * BiE R&E T E 2,623 3,653
Operating lease rentals in respect T REFEERL
of land and buildings MERIE 538 350
Interest income from bank balances FITHRAZFISHA
(included in other income) (BREEMBAR) (1) (44)
* Write-down of inventories made in current and prior * RREERBEEEE
years arose due to a decrease in the estimated net Y2 EEMR TR
realisable value of certain products as a result of GELEFPRIFEHE
obsolescence inventories and a change in consumer METEMZ G &
preferences. BRERLMESE
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED

12. BEHEZHERERERILEE

OPERATIONS (Continued) ¥%E)
(a)  Disposal group held for sale (Continued) @) FRELEZHERE(Z)

(v)  Cash flows

) HEnZE

2016 2015

—E-XE —T-hF

HK$°000 HK$'000

TER TR

Operating cash flows REREME (14,224) 14,15
Investing cash flows REHERE (741) (199)
Financing cash flows RERERE 11,538 —
Total cash flows Bengws (3,427) 13,952

(b)  Discontinued operations

() The results of discontinued operations dealt with in the

(b) ERLELEER

() REZ-ZF—ANEFR=-F
consolidated financial statements for the years ended 3/ —AFEFZHA=4+—Hi
December 2016 and 2015 are summarised as follows: FELZA B R RN E

BZORIBRERHESE
ABEAT
2016 2015
ZE-RE —T-hfF
HK$'000 HK$'000
TR TR
Loss for the year from discontinued AEERHELECHEREZ
operations from disposal group held BRIEEEEBER
for sale (see note 12(a)(iv)) (RPEE 1262)(iv)) (21,329) (20,999)
Profit for the year from discontinued AEEHEMBARZ
operation from disposal of a subsidiary =~ B [FA8 & %75 7
(see note 12(b)(ii)) (RBEE 1200)(il) 9,224 7,320
Loss for the year from discontinued AEERGEMBERERL
operations in the consolidated BRIEREERT R
financial statements (12,105) (13,679)
2EEBRERQA
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

2. DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED
OPERATIONS (Continued)
(b)  Discontinued operations (Continued)

(i)

(i)

(Continued)
The comparative results from discontinued operations have
been re-presented to include the operations classified as

discontinued in the current year.

Discontinued operation from disposal of a subsidiary

On 7 November 2016, the Company entered into a sale and
purchase agreement as vendor to sell the entire equity interest
of Dragon Resources Limited ("DRL"), a wholly-owned
subsidiary, to an independent third party for a consideration of
HK$30,000,000 in cash. DRL was principally engaged in money
lending in Hong Kong. Upon the completion of the disposal
transaction, the directors of the Company considered that the
operation of money lending segment was discontinued. Details
of DRL's assets and liabilities at date of disposal are set out in
note 28(a)(i).

Profit from this discontinued operation for the current and
prior years is analysed as follows:

12.

Bl E Y HEEEREAILLEE

E3 1))

(b)

BRILEEER(E)

0 (&)
BRIEEEEB I HRE
BEEEHEY - UEMA
AEENBRERIELSE
HIZETS o

(i) BH &R E 2 7] i AL AE

0 E )
RZE-RE+—-At
B ARR(EREN )
VEEWE NA—2%5
VE=THEZEMEBR
7] Dragon Resources Limited
([DRLD) 2 2 2B M 1E - KB
/300000007 7T AR &
X -DRLEEREBRE
BERER - REERHTK
& ARFEZFRRERSD
HEBERLLE - DRLR
HERBCEERBREFE
AT 28(a) () A

AEERBEFREELL
REXBRAMAMIT -

2016 2015
—B-RE —F-nf
HK$’000 HK$'000
TET TRT
Loan interest income ERFBHWA 9,540 7,596
Administrative expenses TTH (127) (276)
Loss on disposal of a subsidiary HE—HMRBARZEE
(see note 28(a)(i)) (RHEE28()()) (189) —
Profit for the year from AEFERIE
discontinued operation of money RENERER
lending business A 9,224 7,320

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

2. DISPOSAL GROUP HELD FOR SALE AND DISCONTINUED
OPERATIONS (Continued)
(b)  Discontinued operations (Continued)

(i1

Discontinued operation from disposal of a subsidiary
(Continued)

No Hong Kong Profits Tax has been provided for in the
consolidated financial statements as DRL has accumulated tax
losses brought forward which exceeds the estimated assessable
profits for the years ended 3| December 2016 and 2015.

The money lending operation generated HK$9,224,000 (2015:
HK$7,320,000) in respect of the Group's net operating cash
flows during the year ended 31 December 2016.

3. DIRECTORS’ AND CHIEF EXECUTIVE’'S EMOLUMENTS

The emoluments paid or payable to each of the ten (2015: seven)

directors and chief executive were as follows:

12. BEHEZHERERERILEE

%)
(b) BELSEEKE)
(i) EHENEL ML E

HRBE(E)

M DRLE R A& AT
BEEBBEE_T—X
FrR-ZT-—H&+=H
=t+—HLFEZIHEE
AR - WA EREE
MBMEANREBNGE
T2 it o

BHz-Z2—X~"F+=A
=+—HILFE BERZE
BRASEZRERER
EFTEEEL9,224,000
B (ZE2—HEF
7,320,00087C) °

13. EBERIETHRAEME
ENSENtTR(ZS—RF: £8)E
ERFEABABZEHMMT :

Executive directors Independent non-executive directors
4hEs BifunEs
(Chairman) Total
Feng Hai Chan Lam Lee Lam Man Chang ~ Wong Stacey 2016
(¥8) MeeSze  SukPing LiYi  XaoQing Kienleong  LiuZheng ~Sum, Albert Tat Joel Martn  —5-RE
B8 RER MY L2 . ¥ WER  BER & i
HKS000  HK§'000  HKS'000  HKS'000  HK§'000  HK§'000  HK§'000  HK§'000  HK§'000  HK§'000  HK$§'000
Tén TEn A TER  TEn  TER  TEn  TEr  TEn TER  TEn
(note a) (noted) ~ (note d) (note ¢) (note b)
(Hita) (Wda)  (WEd (Wi (Wb
Fees s - = = - - - - 10 10 10 70
Other emoluments ~ Eftli&
Salaries i - LI n - - 1,100 - - - - 2941
Retirement beneft ~ RIVEI3HE]
scheme - 18 8 - - - - 1l 1 2 1
- 1,140 738 - - 1,100 - 152 152 15 3734

L2EBEBRERAA
2016 4 3}
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

3.

DIRECTORS AND CHIEF EXECUTIVE'S EMOLUMENTS (Continued)

Executive directors

13. EERFETHAEME @)

Independent non-executive directors

YES BUFYTES
Wong Total
Chan Lam Lee  Lam Man Ho Chang Stacey 2015
Mee Sze Suk Ping  Kien Leong  Sum, Albert Tak Fun Tat Joel Martin —Z-E1F
RX2  #HAY ZfRE MER  A8F gE2E  EEH @t
HK$'000  HK$'000  HK$000  HK$'000  HK$O000  HK$'000  HK$'000  HK$000
TER TER TER TER TEn TEn TER TER
(note e)
(F&te)
Fees 6 - - - 240 20 240 240 740
Other emoluments ~ Eftfi &
Salaries e 1,122 720 1,200 - - - - 3,042
Retirement benefit SRR 2
scheme 18 8 - 12 \ 12 12 73
[,140 738 1,200 252 21 2152 252 3,855

Mr. Feng Hai, Mr. Li Yi, Mr. Liu Zheng and Ms. Xiao Qing did not receive

any remuneration for their appointment as executive directors.

The emoluments of Ms. Chan Mee Sze, Mr. Lam Suk Ping, and Mr. Lee
Kien Leong, the executive directors of the Company, were mainly for their
services in connection with the management of the affairs of the Company
and the Group. The emoluments of independent non-executive directors

were mainly for their services as directors of the Company.

During both years, no emoluments were paid or payable by the Group to
any directors as an inducement to join, or upon joining the Group or as
compensation for loss of office. There was no arrangement under which a

director has waived or agreed to waive any remuneration.

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

DIRECTORS AND CHIEF EXECUTIVE'S EMOLUMENTS (Continued)

Notes:

(2)

(b)

Mr. Feng Hai and Mr. Li Yi were appointed as executive directors with

effective from 'l November 2016.

Mr. Liu Zheng was appointed and resigned as an executive director on |1

November 2016 and 16 December 2016, respectively.

Mr. Lee Kien Leong resigned as an executive director on 28 November 2016.

Ms. Xiao Qing was appointed as an executive director on |6 December
2016.

Mr. Ho Tak Fun resigned as independent non-executive director on 30

January 2015.

EERIETBRAEME @)
faE

@ EERERTRALEEEANGTE
FNCEAET-AT-RERS

b)) BEEESHIR-_T-RF+—H
T-BAR-FE-RF+-A+RRE
ZERBHINTES -

(O ZTEELER-_Z-X~E+-—A
“HNHBIHAES

d) HBEXZLIR-ZE—R"F+-At+~H
EZITERNTES -

() MEFEER_Z-HE—-A=TH
BIBUIFNTES -

L2EBEBRERAA
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

EEME

rEENEEREMEcANAL K
= (ZF-8F =) RERAE
ZoREZMEEHN EXME B3 ZH
BEH -BE_T-RFET-A=1—
BEFE B TME(ZE-RhF: W

4. EMPLOYEES’ EMOLUMENTS 14.
Of the five individuals with the highest emoluments in the Group, three
(2015: three) were directors of the Company whose emoluments are
included in the disclosures in note |3 above. The emoluments of the
remaining two (2015: two) individuals for the year ended 31 December

2016 were as follows:

128

f)ALTZBEWT
2016 2015
“E-AF —T-IF
HK$’000 HK$'000
TER FET
Continuing operations RECEXRE

Salaries and other benefits He REMEF 883 1,560
Contributions to retirement benefits schemes R REFIFTEI 35 36
918 1,596

Their emoluments were within the following band: BEFMEE R AT AR -
2016 2015
—E-RE —T-HEF
No. of No. of
employees employees
BEAY EEAH
HK$Nil to HK$ 1,000,000 T ITE 1,000,000/ 7T 2 |

HK$1,000,001 to HK$1,500,000

1,000,001 /&L E 1,500,000 8 7T

DRAGONITE INTERNATIONAL LIMITED
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mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

(LOSS) EARNINGS PER SHARE 5.

Basic (loss) earnings per share is calculated by dividing the (loss) profit for
the year attributable to owners of the Company by the weighted average

number of ordinary shares in issue during the year.

5R(BR) B
BRER(BER)BMNRARAEEA
FBHFR(BR)EFRAFACHTE
BEMEFHIE RS -

Basic: B
2016 2015
—E-RF —“E—hF
HK$’000 HK$'000
TER TET
(Loss) profit attributable to equity holders ~ ZANARIEzFEA ARG (BE)RH
of the Company
— Continuing operations ~RHEREXK (437,792) 47,048
— Discontinued operations —BRIEREER (12,105) (13,679)
(449,897) 33,369
Weighted average number of ordinary BEITEBBRINETHH
shares in issue 1,059,749,920 1,059,749,920
Diluted: B

Diluted earnings per share is calculated by adjusting the weighted average
number of ordinary shares outstanding to assume conversion of all dilutive
potential ordinary shares. There were no dilutive potential ordinary shares
during the years ended 31 December 2016 and 2015. Therefore, the

diluted earnings per share are the same as basic earnings per share.

FRREE RN TR m AT E R AR
BEYHEELRE  UBRRE2HEE
BELTRROEBERAME - BEZ
E—RFRZFE-AFFTZRA=1—
ALFERATREEHSERR - B
It BREERNEFREXRRNE
A o

L2EBEBRERAA
2016 4F
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

PROPERTY, PLANT AND EQUIPMENT

l. W% BERRE

Furniture,
Leasehold fixtures and
improvement Plant and equipment Motor
Buildings i) machinery & vehicles Total
2 NERE  HERRE  KERRE RE ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER Thn Thn TER Thn THER
Cost: A
At | January 2015 RZE-1F—-A—H 39922 10,867 19,342 3218 4195 77,544
Exchange adjustments B 5 % (2,128) (455) (1,055) (106) (223) (3,967)
Additions NE - 64 40 288 — 392
Disposals k3 - - (184) - (184)
At 31 December 2015 RZZ-1F
TZAZ1+-H 37,79 10476 18327 3216 3972 73,785
At | January 2016 RZE—"F-A-H 37,794 10,476 18327 3216 3972 73,785
Exchange adjustments i 5 S E (2,455) (517) (1,223) (128) (262) (4,585)
Additions e - 305 178 43 223 749
Disposals k3 - (1,220) - (533) (78) (1,831)
Transfer to assets of BANERRBIELEL
disposal group HEEEEE
classified as held for (M 12)
sale (note 12) (35339) (7922) (17,282) (2,114) (3,855) (66,512)
At3l December 2016  RZE—RE
TZA=1-H — 122 - 484 — 1,606

DRAGONITE INTERNATIONAL LIMITED
2016 Annual Report
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For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

[6. PROPERTY, PLANT AND EQUIPMENT (Continued)

l6. W% BERRE®)

Furniture,
Leasehold fixtures and
improvement Plant and equipment Motor
Buildings i) machinery & vehicles Total
i 2 NEEE  BERME RERRE "E 8%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER TER TAR TER THER THER
Depreciation and ER
impairment losses: BERSR
At | January 2015 RZE-15-A—-H 21,845 4741 14771 2420 4,169 47946
Exchange adjustments & 5 (1,213) (212) (817) (99) (223) (2,564)
Provided for the year EnERE 1926 244 583 189 2% 3968
Eliminated on disposals & &K — — — (106) — (106)
At 3l December 2015 RZZE—%F
+ZA=t-H 22,558 5773 14,537 2,404 3972 49,44
At | January 2016 RZE—"F-A—-H 22,558 5773 14537 2,404 3972 49,244
Exchange adjustments AR (1497) (314) (948) (120) (260) (3,139)
Provided for the year FREE 12l 1,605 267 177 65 3,235
Eliminated on disposals ~ HEBHH - (1,220) - (533) (60) (1813)
Transfer to assets of BANERBENEL
disposal group HESBEE
classified as held for (FrzE12)
sale (note 12) (22,182) (5,079) (13,856) (1735) (3717) (46,569)
At 3l December 2016  RZZE—1E
+ZA=t-A = 765 = 193 = 958
NET BOOK VALUES REFE
At 3l December 2016  RZB—1EF
+-A=t-A = 357 — 291 — 648
At 3l December 2015 RZZE—%F
+ZA=t-A 15,236 4703 3,790 812 - 24,541
LREARERAT
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For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

6.

PROPERTY, PLANT AND EQUIPMENT (Continued)

During the year ended 31 December 2015, due to the Group's recurring
loss resulted in health care products segment, the directors of the
Company conducted an impairment assessment of the Group's buildings,
which were allocated to health care products segment, with the carrying
amount of approximately HK$15,236,000. The recoverable amounts
of the buildings have been determined on the basis of their fair values
less costs of disposal. The fair values of the relevant assets at the end
of the reporting period were based on the valuation performed by an
independent professional valuer, Grant Sherman Appraisal Limited. The
fair value was determined by reference to the depreciated replacement
cost approach, which takes into account a market participant’s ability to
generate economic benefits by using the assets in its highest and best use
or by selling it to another market participant that would use the asset
in its highest and best use. The fair value measurement of buildings are

categorised as Level 3 fair value hierarchy as at 31 December 2015.

The following assumptions were used in determining the fair value of the

buildings:

- the estimated construction costs of approximately RMB80O -

RMBI,700 per square meter; and
- depreciation factor of approximately 37%.

There was no impairment on buildings recognised during the year ended
31 December 2015.

A slight increase in the depreciation factor would result in a significant
decrease in the fair value of the buildings and a slight increase in the
estimated construction costs per square meter would result in a significant

increases in the fair value of the buildings, and vice versa.

DRAGONITE INTERNATIONAL LIMITED
2016 Annual Report
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AVAILABLE-FOR-SALE INVESTMENTS

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

17. AHEERE

2016 2015

ZE-RF “T-hF

HK$'000 HK$'000

FER FET

Unlisted shares in overseas, at cost (note a) BINELTIR - REAE(FE) — 317,500
Unlisted shares in overseas, BINEETRG - BAFE(MED)

at fair value (note b) — 216,700

Unlisted investment funds, at fair value FETREES  RATE — 26,385

— 560,585

a) Unlisted shares in overseas, at cost

As at 3| December 2015, the investments in unlisted securities related to

shares issued by two private entities. These available-for-sale investments

were measured at cost less impairment because the ranges of reasonable fair

value estimates were so significant that the directors of the Company were

of the opinion that their fair values could not be measured reliably.

(i) Investments in Joint Global Limited ("JGL")

During the year ended 31 December 2015, Smart State Developments

Limited (“SSDL"), a wholly-owned subsidiary of the Company, signed

an agreement with ten independent third parties to set up JGL, a

company incorporated in Republic of Marshall Islands. The Group

has a shareholding of 8.89% equity interest in JGL and classified the

interest in JGL as available-for-sale investments at initial recognition.

JGL is principally engaged in private equity investment and debt

securities investment. As at 31 December 2015, the carrying amount

of this available-for-sale investment was HK$137,500,000.

BINELWEL - BKAE

RZZ—RF+-A=+—-8" %kt
MRAE RS AMELA EEME
TRDER - ZEAHEERERK
KRREME  LhaRAEATE
R BEAK ABARFAEERA
BRATFEEENRNE -

R Joint Global Limited ([JGL])
HIRE

BE-Z-RF+=-A=1—
ALLEE  ADE2EMBA
A ERARAR(SSDL)
B+ 2B E = HE N
KAJGL(—HRGRREE %
MEFMKLZRR) - AEE
1575 GLH)8.89% R 12 » I #5 1
JGLEV R DB ARELE 27
IBRERISE GLEBRERE
RERERBEBELRE -1
—E-hETZA=+—R-
ZERELERENEEER
137,500,000 58 7T
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

7. AVAILABLE-FOR-SALE INVESTMENTS (Continued)

a) Unlisted shares in overseas, at cost (Continued)

0]

Investments in Joint Global Limited (“JGL") (Continued)

During the six months ended 30 June 2016, JGL incurred significant
losses due to the substantial loss incurred from the diminution of the
value of its investment portfolio and the decrease in net asset value
of JGL with reference to the unaudited management accounts of
JGL. The directors of the Company considered that it is an objective
evidence of impairment, and accordingly, an impairment loss of
approximately HK$126,074,000 was charged to profit or loss in the

current financial year.

By way of distribution in species of JGL during the year ended 3l
December 2016, the Group entitled to a convertible note (the “CN")
in the principal amount of approximately HK$19,855,000 bearing the
interest rate of 5% per annum convertible into 26,633,094 ordinary
shares of Up Energy Development Group Limited (“Up Energy"), a
company incorporated in Bermuda with limited liability and listed on
The Stock Exchange of Hong Kong Limited (representing approx-
imately 0.58% of the enlarged issued share capital of Up Energy upon
full conversion of the Group's entitlement) at the conversion price
of HK$0.7455 due 31 December 2018. Up Energy was in financial
difficulties, the directors of the Company assessed that the CN is not
expected to be recovered, and accordingly the fair value of the CN

was insignificant.

In November 2016, the Group disposed of its entire equity interest
in JGL through the disposal of SSDL. Details of assets and liabilities of
SSDL at the date of disposal are set out in note 28(b)(iii).
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BEZZ-R"EXA=THL
ANEA - JCLEERBHAEE
THRELEAFERGLARL
EREREENBTICLNERE
FETHMELAESEEE - &
AREERAUDNEENEE
B BMURARRFENER
F 0 B AL 1B IS B 40 126,074,000
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A=+ HLEEETNEY
Pk AREZEARENA
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mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

7. AVAILABLE-FOR-SALE INVESTMENTS (Continued)

a) Unlisted shares in overseas, at cost (Continued)

(i)

Investments in Freewill Holdings Limited (“FHL")

During the year ended 31 December 2015, Silvermoon Developments
Limited (“Silvermoon”), a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement with an independent
third party to acquire 6.09% equity interest in FHL, a private entity
incorporated in Republic of Marshall Islands, for a consideration
of HK$180,000,000 in cash. FHL is principally engaged in property
investment, financial services and money lending business in Hong

Kong.

As at 31 December 2015, the carrying amount of this available-for-
sale investment was HK$180,000,000.

During the six months ended 30 June 2016, the directors of the
Company reviewed the latest unaudited management accounts of
FHL, including latest financial positions and other observable data
such as net asset value of FHL, and identified objective evidence
of impairment. Accordingly, an impairment of approximately
HK$41,492,000 was charged to profit or loss in the current financial
year. In December 2016, the Group disposed of its entire equity
interest in FHL through the disposal of Silvermoon. Details of assets
and liabilities of Silvermoon at the date of disposal are set out in note
28(b)(ii).

7. AREEREHR)
(@) IBHELMRG - REAME(E)

(i)

M Freewill Holdings Limited
(TFHLD B & &

BHE_Z-OFt-A=+-—
HIEE ARAIE2EME
‘A B]Silvermoon Developments
Limited ([ Silvermoon | ) 1 — % %8
VEZFAUEERZ AR
4 X8 180,000,000 7 7T I
FHL(—FR S AR S ME
MK 2 FAAER)Z609%
BE-FHLEBREBELEY
¥RE  eRBRBRERES -

RZF-HAF+ZA=1-
B EA#LERENER
{E /5 180,000,000 78 7T °

BEZZT—R"EX/A=THL
NEA - AREEFHEHHL
HEMALCEZERKE (RE
BN ERARFHLEEFE
THMAUBRER)  TERE
BUREZRE - Bt RAFR
AU BFENERFNRRE
& B 41414920008 7T o B =
T-R"E+ZA FEEEBR
& Silvermoon 1 & 7 FHL A9
2 EBRRHE - Silvermoon A& H
HMEERABEFBEHNMT
28(b)(i) °
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

7. AVAILABLE-FOR-SALE INVESTMENTS (Continued)

b)

Unlisted shares in overseas, at fair value

During the year ended 31 December 2015, Colour State Limited (“Colour
State”), a wholly-owned subsidiary of the Company, entered into a share
swap agreement with Co-Lead Holdings Limited (“Co-Lead”), a company
incorporated in the British Virgin Islands, pursuant to which the Group
swapped its entire interest in an available-for-sale investment (“Swapped
AFS") in exchange for approximately |1.1% enlarged equity interest in
Co-Lead. The Group classified the interest in Co-Lead as available-for-
sale investments at initial recognition. The principal activity of Co-Lead is
securities investment in Hong Kong. Details of this share swap arrangement
are set out in the Company's announcement dated 6 July 2015. The
difference of HK$20,669,000 between the fair value of |1.1% equity interest
in Co-Lead of HK$177,419,000 and the carrying amount of Swapped AFS
being swapped of HK$156,750,000 was credited to the profit or loss during
the year ended 31 December 2015. As at 31 December 2015, based on the
recent transaction price, the fair value of this available-for-sale investment

was HK$216,700,000.

In December 2016, the Group disposed of its entire equity interest
in Co-Lead through the disposal of Colour State at a consideration
of HK$30,000,000 by cash, and an adverse change in fair value of
HK$ 186,700,000 was recognised to write down the fair value of investment
in Co-Lead to HK$30,000,000 by reference to the consideration of the
disposal. During the year ended 31 December 2016, the change in fair value
was recognised as other comprehensive expense and accounted for in the
investment revaluation reserve, and the cumulative loss of HK$147,419,000
recognised in equity was reclassified to profit or loss. Details of the assets
and liabilities of Colour State at the date of disposal are set out in note

28(b)()
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17. AREERE#)

b)

BINEETRRGD - BATE

BE-T-AF+-A=+—HI
FE ARAZEMNBRARAKASR
R A A([F 8 1) B Co-Lead Holdings
Limited ([ Co-Lead)) (R EBE Z# S
B fp AV AVNCIDEI IV Y 3 S
b REEBER-BAHBERE
HePES(CRATHEERE])
U ER Co-lead #) 11.1% 2 18 18 KRR # »
AEEHHHENCo-leadBHENEE
A HERIIBERIRE © Co-Lead &)
FTEXBARBBETEFRE - A
BRpZENFBEENAARBAHAZT
—AFLANBRNRSE - FTIHECo-
Lead |1.1%M%HE A F {8 177,419,000 7
THABRERBRAIHRHEREZ
BR T (B 156,750,00078 7T 2 [ #) = &
206690008 T ABE-T—HF
TZA=T-BIEEEMRZ - K=
T-RfE+-A=+—0 REREL
BXSEE  HHEIEHHERENR
F{EH216,700,0008 7T ©

RZZE—RE+ZF KXEEEB
34 {8 30,000,000 T & 7 F
SR Co-Lead N2 FMRIE - KEZEHE
FEMNRE - BEAR Co-Llead (IR E
#AF{E E 30,0000008 78 © AFEEZ
NH 8 186,700,000 T EERER ©
BE-_T—XFT-_A=t+—-HL#F
B ATEZDEHAAEMEZES
e WRRESMEERAR MR
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

PREPAID LEASE PAYMENTS

18. ENHEERE

The prepaid lease payments comprise: BRNEERERSE
2016 2015
S —T-hf
HK$’000 HK$'000
TER FET
Leasehold land outside Hong Kong BB BE T 2,159 2,389
Transfer to assets of disposal group classified BADEARFIEHE L
as held for sale (note 12) HESEEE (PG 12) (2,159) —
— 2,389
Analysed for reporting purposes as: HEHRENDN
Current portion ENEIEE — 82
Non-current portion JERNERE — 2,307
— 2,389
INVENTORIES 9. #&
2016 2015
ZE-RE —T-h#F
HK$’000 HK$'000
TER FET
Raw materials R# 4,177 13,866
Finished goods BUPK 491 2,400
4,668 16,266
Transfer to assets of disposal group classified BADEAFIEHEZ
as held for sale (note 12) HESEEE (M3 12) (4,363) —
305 16,266

2EEBRERQA

2016 % W



Notes to the Consolidated Financial Statements

mE MWK

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

20. TRADE RECEIVABLES

20. EWEZRE

2016 2015

ZB-AF —F-hf

HK$’000 HK$'000

T THET

Trade receivables fEWE 5ER1A 23,580 27,013
Transfer to assets of disposal group classified BADEAFIEHE

as held for sale (note 12) HEEEEE (M 12) (23,523) —

57 27,013

Less: Allowance for doubtful debts B REREE (28) (25,223)

29 1,790

The Group allows an average credit period from 60 to 270 days to its
trade customers. The following is an ageing analysis of trade receivables
net of allowance for doubtful debts presented based on the invoice date,
which approximates the respective revenue recognition dates, at the end

of the reporting period:

AEERMEESEFAEYH60ZE270
AZEEH - UTAREHRRESR
HM(ELg WA ERRE) 202k
BB SERB(EMRRERE) <Rl D
il

2016 2015

—B-RE —F-hf

HK$'000 HK$'000

T TR

0 to 60 days 0-60H 29 1,302
61 to 90 days 61-90H — 24
91 to 180 days 91-180 H — 273
181 to 270 days 181-270H — 191
29 1,790

The Group has policy of allowance for bad and doubtful debts which
is based on the evaluation of collectability and age of accounts and on
management’s judgment including credit worthiness and past collection

history of each customer.

Before accepting any new customer, the Group assesses the potential
customer's credit quality and defines credit limits by customer. Limits

attributed to customers are reviewed regularly.
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

TRADE RECEIVABLES (Continued)

The receivables with a carrying amount of approximately HK$29,000 (2015:
approximately HK$1,790,000) which are neither past due nor impaired
at the end of the reporting date for which the Group believes that the
amounts are considered recoverable because the receivables are related
to a number of independent customers that have good repayment records

with the Group.

In determining the recoverability of the trade receivables, the Group
considers any changes in the credit quality of the trade receivables from
the date credit was initially granted up to the end of the reporting period.
Accordingly, the directors of the Company believe that there is no further
credit provision required in excess of the allowance for bad and doubtful
debts.

20.

EWE ZRE#E)
REBEN900FT(ZE—0F: 4
1,790,000/ 7T ) Z FEMUFIE N 5 B IR
BARBETARE  AEEBEAKRE
ZHE RARERKEREETEY
P ZERXPRASEBERIFER
itk -

RETRWEZRE 2 ARE LR - K
CEZRENESREOEREREE
EAERSHMRZEAEEEREZ L
Ay - RARAEERA BREKEE
SN BRI AMEE R -

Movement in the allowance for doubtful debts RRBE 2T
2016 2015
ZE-RE —T-h#F
HK$’000 HK$'000
TERr TR
Balance at beginning of the year FNEH 25,223 24,126
Impairment loss recognised ERRREER
— continuing operations —RBEEEER 28 -
— discontinued operations —BRIERERHK 177 2,443
Reversal of impairment loss BORERE
— discontinued operations —BRIEREER (251) —
Exchange adjustments [ 5 R (1,626) (1,346)
Transfer to assets of disposal group classified #EADEARHELE 2
as held for sale (note 12) HESBEEE R 12) (23,523) —
Balance at end of the year FiRiE 28 25,223

Included in the allowance for doubtful debts are individually impaired trade
receivables, which were either in the severe financial difficulties or overdue
for a long period time. The Group has made full allowance on these

receivables and considered that they are generally not recoverable.

FERBEERERNLESREM KR
FRREAZERERKEHRE - K
SEEHATRUFERIAE LR
RAFFTHE-RENE
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Notes to the Consolidated Financial Statements

mE MWK

For the year ended 3| December 2016 HEZE—~F+-A=+—HIFE

21. LOANS RECEIVABLE 21, EWER
2016 2015
—E-RF —E-nf
HK$'000 HK$'000
FER FET
Unsecured loans receivable: EEAENE
Fixed-rate A = 42714
Floating-rate Y\ = 100,000
— 142,714
During the year ended 31 December 2016, the Group received BE_Z-—R"E+T_-_A=+—-BL*F

approximately HK$112,714,000 from the borrowers and the remaining
loans receivable of HK$30,000,000 was disposed of through the disposal of
DRL.

The loans receivable had contractual maturity dates between 6 months
to a year as at 31 December 2015. The interest rate for the floating-rate
loans receivable was 0.75% plus the best lending rate quoted by a bank in
Hong Kong, i.e. an average effective interest rate of 5.75% per annum as
at 31 December 2015. The interest rate for the fixed-rate loans receivable

was 5% to 8% per annum as at 31 December 2015.

The amount granted to borrowers depends on management's assessment
of credit risk of the customers based on background check and repayment
abilities. Background check was performed on individual borrowers for their
profession, their earnings or salaries and working position and on corporate
borrowers for their historical and forecasted earnings and cash flows. The
Group had policy for allowance of bad and doubtful debts which was
based on the evaluation of collectability and aging analysis of accounts and
on management’s judgment, including the current creditworthiness and the
past collection history of each borrower. In determining the recoverability
of the loans receivable, the Group considered any change in the credit
quality of the loans receivable from the date credit was initially granted
up to the end of the reporting period. Accordingly, the directors of the
Company believed that the loans were granted to individual borrowers
who were suitable high net worth individuals and corporate borrowers

which were financially healthy.
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22.

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

LOANS RECEIVABLE (Continued)
As at 31 December 2015, there was no loans receivable which was past
due but not impaired and the directors of the Company consider that no

impairment was necessary.

DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

20, BRERE)
R-_ZE—AF+-A=+—H8 VEE
RERERBENKRE AARES
REBEERE -

22. BE - BEREREGERRE

2016 2015
ZE-RE —F-nf
HK$’000 HK$'000
Fi#x TAT
Rental and other deposits HERHEMEZES

— Non-current portion —3ERNEAER 1,968 —
— Current portion —BNERER 5 827 913
Prepayments to suppliers (see note below)  HREETENZKIE(R TXH7E) — 118
Other receivables H it IR 886 245
Value Added Tax receivables FEMRIER 954 1,020
4,635 2,296
Less: Non-current portion of rental deposits i : HERSFENHE D (1,968) —

Transfer to assets of disposal group BADBRFBELEZHERE
classified as held for sales (note 12) BE(ME12) (1,840) —
827 2,296

Note: At 3| December 2015, impairment in respect of long aged prepayments to

suppliers of HK$366,000 was charged to profit or loss.

Mz: R-TE—HE+-_A=+—8"
[A) £ 8 7 S 89 R ERTE A ORI
B4 5366,0008 LB RNBEFN
|§/@ o
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

23.

24.

BANK BALANCES AND CASH

At 31 December 2016, there were bank balances and cash denominated
in RMB amounting to approximately HK$ 11,501,000 (2015: approximately
HK$5,911,000) and carry interest at market rates which range from
0.0019% to 0.35% (2015: 0.001% to 0.36%) per annum. RMB is not freely
convertible into other currencies. Other bank balances and cash are

denominated in Hong Kong dollars which carry interest at market rates

which range from 0.01% to 0.05% (2015: 0.01% to 0.05%) per annum.

TRADE PAYABLES
Trade payables principally comprise amounts outstanding for trade
purchases. The normal credit period taken for trade purchases is 30 to 60

days.

The ageing analysis of trade payables presented based on the invoice date

at the end of the reporting period is as follows:

23.

24.

BITEHRRRSE
RZE-RETZA=1T—0" NUAR
B EZRITHEB RIS 411,501,000
BIT(ZE—R%F  £5911,00087T) -
BHSEANRNT0001%E035%(=F
—HF 0001%E036%) 5B - AR
AU EHLAREME - HMRITHE
BRASUBITIHE  BTHEREN
F00I1%ZE005%(—F—HF : 001%E
0.05%)5T & °

ENESRE
ENESRBETIERREIRBIAE
BeR-EHRBZ-REEHR0E
60H °

ATRREZAHZIINERPRZE
NWESREZRERDT -

2016 2015

“B-RE —“T-IfF

HK$’000 HK$'000

TER FET

0 to 30 days 0-30H 63 711

Over | year il F 223 238
Transfer to liabilities of disposal group BADBERFIELE C LEXE

classified as held for sale (note 12) BE (fI5E12) (286) —

— 949
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26.

ACCRUALS AND OTHER PAYABLES

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

25. BErREREMEMNRE

2016 2015
—B-RE —“E-IfF
HK$’000 HK$'000
Fi#x TAT
Other payables H i ERTRRIA 14,340 14,448
Accruals FERT R 3,256 5,574
Value Added Tax payable T (ET 2,902 4,049
Deposit received from customers BEhEFES 5,391 5781
Deposits received from distributors REVE S cFEEn 110 17
Deposit received for the disposal of BUREHEEBLEFE K
Disposal Group (note 12) (BFEE 12) 10,000 —
35,999 29,969
Transfer to liabilities of disposal group BADBRBELEZHEREERE
classified as held for sales (note 12) (PEE 12) (23,184) —
12,815 29,969
BORROWINGS 26. 58
2016 2015
“B-RE —F-nf
HK$’000 HK$'000
TET TRT
Bank borrowing - secured and is repayable fﬁ?ﬂﬁgfﬂﬁﬁﬂ
within one year and contains a repayment R FRER
on demand clause Tﬁgﬁﬂfé%ﬂ%%ﬂ = 10,000
Other borrowing — unsecured Hithfa ) — EEH I1,164 -
Transfer to liabilities of disposal group BANERRIELECHE
classified as held for sale (note 12) BE(ME12) (11,164) —
— 10,000
As at 31 December 2015, the bank borrowing carried floating rate of RZE-RF+A=1+—H0" K78
HIBOR plus 1.5% per annum, ie. effective interest rate of 1.89% per Bz RBNEREBRTRAEREM
annum. The bank borrowing was secured by the Group's interests in 1.5% 5 M X (B15F 7 X 1.89% 8 B IR 7
unlisted investment funds classified as available-for-sale investments of x) RITERERARERD B AT HN

approximately HK$26,385,000.

EI B 4263850008 TTHIE FHREE
G2 ERER
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016 BZE—FT— A F+-_A=+—HIFE

27. SHARE CAPITAL 27. BAE
Ordinary shares of HK$0.01 each SREMBE0IBIZEER
Number
of Shares Share capital
ROHE L&
'000 HK$’000
TR TER
Authorised: ETE
At | January 2015, 31 December 2015 and  RZZE—HF—H—H"
31 December 2016 —E-REFZA=T-HEK
—E-RFtZA=t—H 100,000,000 1,000,000
Issued and fully paid: BEITRAE
At | January 2015, 31 December 2015 and HRZZE—HFE—H—H -
31 December 2016 ZE-RFTZA=TBR
—E-AFE+ZA=t—H 1,059,750 10,598
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Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

DISPOSAL OF SUBSIDIARIES 28. HEMBRF
(a)  Disposal of subsidiaries @) HEMEAR
i) Disposal of DRL during the year ended 3| December 2016 ) REZ-ZF— N F1TZH

=+ —HILFELHEDRL

HE-_S—-~F+=ZA
=+—BLFE ' KRAEMA

During the vyear ended 3| December 2016, the Company

disposed of the entire issued share capital of DRL at a

consideration of HK$30,000,000 by cash to an independent 31 ¢ X 830,000,000 7% 7T 7]
third party. The net assets of DRL at the date of the disposal —ZBIFE=FHEDRLY
was as follows: 2HEBETRA - DRLRAH
ERHMZEEFENT
HK$’000
TER
Net assets disposed of: BEEERE:
Loans receivable JERE R 30,000
Deposits tEn 56
Bank balances and cash RITRBLIRE 133
30,189
Loss on disposal of a subsidiary: HEMBARES -
Cash consideration RerE 30,000
Net assets disposed of BEEEFE (30,189)
Loss on disposal of a subsidiary HENBAREE (189)
Net cash inflow arising on disposal: HEEECREMAFE
Cash consideration RBeRE 30,000
Less: bank balances and cash disposed of B BHERITEREES (133)
29,867

DRLAXEEHZ_T—RX
F+-_A=1+—-HILLEEH
RERFERENTEHERN
B 8% 12(b)(ii)

The impact of DRL on the Group's results and cash flows for

the year ended 31 December 2016 is set out in note 12(b)(ii).
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

28. DISPOSAL OF SUBSIDIARIES (Continued)

(@) Disposal of subsidiaries (Continued)

28. HEMBARE)

() HENWBAR(E)

if)  Disposal of Imagine Sky Group during the year ended 3/ ii)

December 2015

During the year ended 31 December 2015, Great Merit

Holdings Limited (“Great Merit”), a wholly-owned subsidiary

of the Company, disposed of the entire issued share capital

of Imagine Sky Limited and its subsidiary (collectively referred

to as the “Imagine Sky Group") at a consideration of

HK$ 1,000,000 by cash to an independent third party. The net

assets of Imagine Sky Group on 31 March 2015, being the date

of the disposal, was as follows:

REE-F-FF+=
A=1—HIFELHE
Imagine Sky% /2

Bz-Z2-—1F+=A
S+—BLEFE ARA
%2 & i B 2 B Great Merit
Holdings Limited ([ Great
Merit])» W 3B & K B
1,000,000 JT i % Imagine
Sky Limited R ELHTB AR (4t
T8 Bllmagne SkyEE N2
HEBTRAT—RBELSR
=75 ° Imagine Sky SR BIR =
Z-RFE=-A=1+—H(EMH

SR EEFENT -
HK$’000
TER
Net assets disposed of: BERERE
Financial assets at fair value through profit or loss  EAFEFABRZERHEE 38,015
Other receivables H it AR IR 6,566
Bank balances and cash RITEARRSE 3
Tax liabilities BAAR (44,508)
76
Gain on disposal of subsidiaries: HEME A aE -
Cash consideration RerE 1,000
Net assets disposed of EEEERE (76)
Gain on disposal of subsidiaries HE M B A B 924
Net cash inflow arising on disposal: HEEEZRERAFE
Cash consideration BerE 1,000
Less: bank balances and cash disposed of B BHERITAEREES (3)
997
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28.

DISPOSAL OF SUBSIDIARIES (Continued)

@

Disposal of subsidiaries (Continued)

i7)

Disposal of Imagine Sky Group during the year ended 3/ ii)

December 2015 (Continued)

The impact of Imagine Sky Group on the Group's results and

cash flows for the year ended 31 December 2015 was shown

as follows:

Notes to the Consolidated Financial Statements

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

28. HEMELR(E)
() HENWBAR(E)

REZE-FE—LFFZ
A=+—HiItFELHE
Imagine Sky % /% (#&)

HE-F-EF+=5
=t —HIEFE  Imagine
Sy EEEAEELE LT

ADAI=E B/ 480 .
EMELFEMT -

During the year ended 31 December 2015, Imagine Sky Group BZE
contributed approximately HK$ 15,415,000 to the Group's net =
operating cash outflows and approximately HK$15,374,000 to

the Group's net investing cash outflows.

HK$’000
T#T
Change in fair value of financial assets at fair BATEFABRZEH

value through profit or loss BELRNTEZE (40,635)
Administrative expenses TH (369)
Other expenses Hip (815)
Gain on disposal of Imagine Sky Group & Imagine Sky & B2 & 924
(40,895)
“E-hF+ZA

T —H IEF E * Imagine
SEEEHAEELEH &
%M B B4 15,415,000 78
TREREEREREFR
H B Ef 49 15,374,00058 T
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Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

28. DISPOSAL OF SUBSIDIARIES (Continued)

(@) Disposal of subsidiaries (Continued)

28. HEMBARE)

() HENWBAR(E)

i) Disposal of New Truth Group during the year ended 3/ iir)

December 2015

During the year ended 31 December 2015, Prosper Phoenix

Limited, a wholly-owned subsidiary of the Company, disposed

of the entire issued share capital of New Truth Limited and its

subsidiaries including Great Merit (collectively referred to as

the “New Truth Group”) at a consideration of HK$10,000 by

cash to an independent third party. The net liabilities of New

Truth Group on 31 October 2015, being the date of disposal,

was as follows:

REBEZE-F—AF+—H
=t —HILFELHEHHE
£

Bz-Z2-—1F+=A
=+ —HIEFE  Prosper
Phoenix Limited (AN 2 7] &
EMBAR)UNRERE
10,000/ THENMBERAD
A K EB4E Great Merit 2 i
BRA(SEAIEEE])
MEBMEBTRAT 2B
VEZF - HEBEEER-ZF
—RE+A=Z+—RH(H
ERMZARFENT -

HK$’000
THERT
Net liabilities disposed of: EERBFRE
Bank balances and cash RITEARRSE 70
Tax liabilities RRRE (10,474)
(10,404)
Gain on disposal of subsidiaries: HEM B AR
Cash consideration RefE 10
Net liabilities disposed of EEREFE 10,404
Gain on disposal of subsidiaries HE M B A B 10,414
Net cash outflow arising on disposal: HEEEZREMILTIFE
Cash consideration RBeRE 10
Less: bank balances and cash disposed of B BHERTESRERS (70)
(60)
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Notes to the Consolidated Financial Statements

DISPOSAL OF SUBSIDIARIES (Continued) 28.

@

Disposal of subsidiaries (Continued)

1ir)

Disposal of New Truth Group during the year ended 3/
December 2015 (Continued)

The impact of New Truth Group on the Group's results and

cash flows for the year ended 31 December 2015 was shown

mE M BEmRME

For the year ended 31 December 2016 HEZZ—A~FT-A=+—HILFE

ES S

HEMBLR ()

HENBLR(E)

iir)

REBEZE-F—AF+—H
=t —HILFELHEHHE
EE(E)

HE-_Z—HF+=-A
—+—HILFE  HEEE

as follows: HAEEXERRERE
TEWT :
HK$’000
TER
Revenue — sales of goods - HEEm 815
Cost of goods sold HEMA (462)
Change in fair value of financial assets at fair value RAFEFABZZ
through profit or loss EREEC A TES 28,038
Other income Hb g A Il
Other gains and losses Hih B (78)
Administrative expenses TR (1,428)
Other expenses Hith > (1,651)
Gain on disposal of Imagine Sky Group & Imagine Sky & B2 & 924
Gain on disposal of New Truth Group HENEEE W 10,414
36,583

During the year ended 31 December 2015, New Truth Group
contributed approximately HK$ 11,667,000 to the Group's net
operating cash inflows, HK$ 1,000,000 to the Group's investing
cash inflow and approximately HK$12,929,000 to the Group's

net investing cash outflows.

Bz-_Z2-n%+=-A
S+—BLEFE MEE
BUHASELEREER
ANB B 411,667,000/ 70
HAEERERERAER
FA 1,000,000 7T & 8 K &
ERMEREEFRLERD
12,929,000 T °
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mE MWK

Forthe year ended 3| December 2016 BZ-F—~"E+-A=1T—HIFE

28. DISPOSAL OF SUBSIDIARIES (Continued) 28. HEKBAR(E)

(b) Disposal of available-for-sale investments through disposal of subsidiaries (b)

during the year ended 3| December 2016

REBE-Z2-"E¥+t-A=1+—-H
tFEEEBHEMNBARHETH

HERE
i) Disposal of investment in Co-Lead Holding Limited (“Co- i) 4 & R Co-Lead Holding
Lead") Limited (| Co-Lead ) 112 &
During the year ended 3| December 2016, the Company BE-_Z-~"E8+ZA
disposed of the investment in Co-Lead through the disposal =+—HILFE  ARFE
of the entire issued share capital of Colour State at a A LATR 2 K 830,000,000 7%
consideration of HK$30,000,000 by cash to an independent TR—E%BUE=FHEX
third party. The fair value of the investment in Co-Lead B2 BITRAMLE
Holding Limited at the date of disposal was as follows: R Co-Lead ) & & ° M Co-
Lead Holding Limited F)3% &
RHEERORTFERT :
HK$’000
TER
Available-for-sale investment: AHEERE
Fair value as at | January 2016 RZE-—RF-A—-BzRr1E 216,700
Cumulative impairment losses recognised ZE EHRREEE (186,700)
Fair value as at 30 December 2016 RZE-—A"F+-A=+HZAFE 30,000
Loss on disposal of available-for-sale BRLEMBARLE
investment through disposal of a subsidiary: ARLEREZES -
Cash consideration RerE 30,000
Fair value of available-for-sale investment as at AEHERENTERH
the date of disposal ZATE (30,000)
Reclassification from equity on disposal of BAftHERENEERENH A
available-for-sale investments (147,419)
Loss on disposal of available-for-sale BERHEMNBRA
investment through disposal of a subsidiary HEAHREEREZEHE (147,419)
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Notes to the Consolidated Financial Statements

28. DISPOSAL OF SUBSIDIARIES (Continued)

(b) Disposal of available-for-sale investments through disposal of subsidiaries

during the year ended 3| December 2016 (Continued)

ir)

For the year ended 31 December 2016 |

mE M BEmRME

EoF KAt ALER

ES S

28. HEMBARE)

Disposal of investment in Freewill Holdings Limited ("FHL")

During the year ended 31 December 2016, the Company

disposed of the investment in Freewill Holdings Limited

through the disposal of the entire issued share capital of

Silvermoon for a consideration of HK$35,000,000 by cash to

an independent third party. The net carrying amount of the

investment in Freewill Holdings Limited at the date of disposal

was as follows:

(b)

REZE-Z-"E+-A=1+-H
tFEEEBHEMNBARHETH
HERE(E)

i)

4 & R Freewill Holdings
Limited ([FHL ) 8978 &

BE-T-X~"F+=A
=+—HIEFE  ADAE
B 23R & 18 35,000,0008
TR—E2BIE=FHE
Silvermoon #) 2 B B # TR
AR & B Freewill Holdings
Limited ) 1% & © 7 Freewill
Holdings Limited B)#% & R

EHYMREFENT
HK$’000
TER
Available-for-sale investment: AIfHERS -
Cost as at | January 2016 RZE—RF-A—HZERA 180,000
Accumulated impairment losses recognised ZEERRREERE (41,492)
Cost as at the date of disposal REEBHZREE 138,508

Loss on disposal of available-for-sale investment #ERHEMNBARHERAHLERE BB :

through disposal of a subsidiary:

Cash consideration BeRE 35,000
Carrying amount of available-for-sale ARLERENTHERSZ
investment as at the date of disposal REE (138,508)
Loss on disposal of available-for-sale BRHEMRBRE
investment through disposal of a subsidiary HERAHEEREZER (103,508)
L2EEERERLA

2016 % W
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28. DISPOSAL OF SUBSIDIARIES (Continued)

28. HEMBARE)

(b) Disposal of available-for-sale investments through disposal of subsidiaries (b)

during the year ended 3| December 2016 (Continued)

i) Disposal of investment in Joint Global Limited ("JGL")

During the year ended 31 December 2016, the Company

disposed of the investment in Joint Global Limited through

the disposal of the entire issued share capital of SSDL for a

consideration of HK$10,000,000 by cash to an independent

third party. The net carrying amount of investment in Joint

Global Limited at the date of disposal was as follows:

REZE-Z-"E+-A=1+-H
tFEEEBHEMNBARHETH
HERE(E)

iif)

HER Joint Global Limited
([JGL]) a1 &E

BE-T-X~"F+=A
=+—HIEFE  ADAE
A LA 2 K {E 10,000,000
TR—E2BIE=FHE
SSDLH 2 #f 2 B ATAR A M i
& 7 Joint Global Limited #)
& o 1 oint Global Limited

MEREREE R BNREF
BmT
HK$’000
TER
Available-for-sale investment: AIfHERS -
Cost as at | January 2016 RZE—RF-A—HZERA 137,500
Accumulated impairment losses recognised ZEERRREERE (126,074)
Carrying amount as at the date of disposal REEBHZREE 11,426

Loss on disposal of available-for-sale

investment through disposal of a subsidiary:

ERLEMBARMETHNEREZBE :

Cash consideration BeRE 10,000
Carrying amount of available-for-sale AftHERE
investment as at the date of disposal RHEERBZREE (11,426)
Loss on disposal of available-for-sale BERHEMNBRA
investment through disposal of a subsidiary HEARLEREZER (1,426)
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OPERATING LEASES
The Group as lessee

At the end of the reporting period, the Group had commitments for future

minimum lease payments in respect of rented premises which fall due as

29.

Keng
AEEEREBA

AEBRRERRAERIRNERK
AREREESEIINT

follows:
2016 2015
“E-RE 0%
HK$’000 HK$'000
TET FAT
Within one year —FR 5,712 1,743
In the second to fifth year E_ZRF 10,886 [,154
16,598 2,897

Operating lease payments represent rentals payable by the Group for its

office premises.

REBeATEBERARLEMEN
HE -

L2EBEBRERAA
2016 4F
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30. COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION 30, AREBEZHERRE
2016 2015
—B-AE —T-hfF
HK$'000 HK$'000
FTEx FAT
Non-current asset ERBEE

Investments in subsidiaries RIB AR ZIKE — 474,323
Rental deposits Meke 1,968 —
1,968 474,323

Current assets RBEE
Other receivables Hi et BRI Il —
Amounts due from subsidiaries =N e 15,864 377,130
Bank balances and cash RITHESR MRS 396,746 [65
412,621 377,295

Current liabilities RBEE
Accruals and other payables JEATHRIE I EoAth FE 151 BR 1 12,815 2,364
Amounts due to subsidiaries AL NEIE 1,068 10,435
13,883 12,799
Net current assets RBEEFE 398,738 364,496
Net Assets BEEFE 400,706 838,819

Capital and reserves (see note below) ERREE(RT M)

Share capital R 10,598 10,598
Reserves e 390,108 828,221
Total equity EERAH 400,706 838,819
Approved and authorised for issue by the board of directors RZF-tF=A-THAREFEH
on 24 March 2017: R BRTIE :
Feng Hai LiYi
V- R
Director Director
EF EF
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COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION  30. ARAEBEZHBRREEE)
(Continued)
Note: Details of the changes in the Company's individual components of equity fifsr : ARARERETHEEBEER
between the beginning and the end of the year are set out below: FORERZEHHINWT
Share Share Retained
capital premium earnings Total
BRA R R E R REEF st
HK$’000 HK$’000 HK$’000 HK$’000
TER TER TER TERr
Balance at | January 2015 RZZ-hE-A—-RAz#&H 10,598 217,190 542,494 770,282
Profit and total comprehensive income — AFE&E | &
for the year THUEER — — 68,537 68,537
Balance at 31 December 2015 and RZZE-RF+-A=+—-HK
| January 2016 —E-R"F-A-Bz&EH 10,598 217,190 611,031 838,819
Loss and total comprehensive expense  AFFEE N
for the year FEXLEE i = (438,113) (438,113)
Balance at 31 December 2016 RIE—RF
TZA=t—RZ&H# 10,598 217,190 172,918 400,706
RELATED PARTY TRANSACTIONS 3. BEALRS

The remuneration of directors and other members of key management

EXNAEMTIEEEAEFANZHBHN

during the year was as follows: I
2016 2015
—B-RF —FT-hf
HK$’000 HK$'000
T THET
Short-term benefits 2 E R A 3,662 3,782
Post employment benefits BB e R A 72 73
3,734 3,855

The remuneration of directors and key executives is determined by the
remuneration committee having regard to the performance of individuals

and market trends.

EERIBTHAEBZHFMEFMEE
SEREARBLTEBERERE -

2EEBRERQA

2016 % W
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32.

33.

CONTINGENT LIABILITIES

As at 31 December 2015, the Group was subject to a claim of
approximately HK$9.4 million from an external consultant pursuant to a
so-called consulting agreement alleged by him and the outstanding retainer
fee and expenses in relation to the disposal of electronic cigarette business
taken place during the year ended 31 December 2013. On 12 April 2016,
a notice of discontinuance which stipulated that the proceedings against
the Company be wholly discontinued was filed in the High court of the
Hong Kong Special Administrative Region by the plaintiffs. Therefore, as at
31 December 2016, the Group was not liable to any legal proceedings of

which provision for contingent liabilities was required.

PRINCIPAL SUBSIDIARIES

The following table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results or assets of the
Group. To give details of other subsidiaries would, in the opinion of the

directors, result in particulars of excessive length.

Place of Issued and

incorporation fully paid

or registration/ share capital/

32.

33.

EE =N
R-E-A%+-A=1+—0 ®tR&
—ZH+ZA=t-HLEEE
T HEETREY TEETHINE
ERREREEE MBERRBERRT
AR & K B X R 1E 499,400,000 7 7T, °

R-ZE-AFOHAT-R REAEMA
BRRATHESFERRERHHAE T

i$¢%ﬂ$’ﬁ2&¢&%%¢¢%
RBAE B R-FT-ARF+A
E+—E'$%lmﬁﬁﬂﬁﬁﬁ%i
AR EEHERERERFA

TENBAHE
TRBFEFRAUAEBZEERE
EEATEREYAAAMBLR -8
ERA RUEMMBRRIZHESS
RIBRARTLE °

Proportion of nominal

value of issued capital/

operation registered capital registered capital held
il A BRI by the Company
Name of subsidiary Hfh BRRE/ APERHBECRITRAEE,  Principal activities
WEAR LM EE 3 &R AMEXZEDL IERH
2016 2015
S —F-1%
% %
New Wellon Limited Hong Kong HK$ 10,000 100 100  Investment holding
MEERRA BE 10,0008 7T BAER
Dragonite Administrative ~ Hong Kong HK$ 1,000 100 100  Provision of
Services Limited BB 1,000 7T management

L2ETBRRHBERLA
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Place of

incorporation

or registration/
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Issued and
fully paid

share capital/

33.

Proportion of nominal

value of issued capital/

FEMBLR (A

operation registered capital registered capital held
A 3L BETR by the Company
Name of subsidiary HEfM BERE/ AARABECRITRAEE,  Principal activities
) PNCIEEE EE 3 AMER AMEXZBEDL EE:3 )
2016 2015
it .2 “T-h%¥
% %
Excel Joiner Limited Hong Kong HKS | 100 100 Trading of wine
BEARAT &t BT FEEEE
Dragon Estate Holdings BVI USS$I 100 100  Investment holding
Limited RBREUES e BAER
Shenyang Jinlong Health PRC US$2,870,000 100 100 Processing and
Care Products Co,, Ltd.  #E (note a) sales of ginseng
(“Shenyang Jinlong”) 2,870,000 7T and related
ESoERERARAR (P5Ea) products
kA ) MIRHEAS R
HEER
Shenyang Jinlong PRC HK$20,000,000 100 100  Processing and sales
Pharmaceutical Co., Ltd. HE (note b) of pharmaceutical
(“Jinlong 20,000,000 & 7T products
Pharmaceutical”) GEDY MIMHEER
BLEREEXARAA
(Tegsz])
Dragonite Resources BVI/Hong Kong US$10,000 — 100 Money lending
Limited RERZEE/ 10,000 7T B
B0
Colour State Limited BVI US$50,000 — 100 Investment holding
MABRAT] RERUES 50,0005 7T BEZR

L2EBEBRERAA
2016 4 3}
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33.  PRINCIPAL SUBSIDIARIES (Continued)

Place of Issued and

incorporation fully paid

or registration/ share capital/

33. FEWBLATE)

Proportion of nominal

value of issued capital/

operation registered capital registered capital held
A 3L BETR by the Company
Name of subsidiary HEfM BERE/ AARABECRITRAEE,  Principal activities
) PNCIEEE EE 3 afEx AMEXZBEDL EE:3 )
2016 2015
=g-xF 207
% %
Silvermoon Developments  BVI US$50,000 — [00  Investment holding
Limited RBREUES 50,0007 AR
Smart State Developments BVI US$50,000 100  Investment holding
Limited REEAHS 50,0003 7T BAER
REERERAF]

*

None

Notes:

2

The subsidiary was disposed of during the year ended 31 December 2016.

of the subsidiaries had issued any debt securities at the end of the year.

Shenyang Jinlong is a sino-foreign equity joint venture for a period of 40
years commencing from 27 November 1992 established under a joint
venture agreement with another PRC party who is the former shareholder
of Success Century Holding Limited (“Success Century”), a wholly owned
subsidiary of the Group, holding the remaining 20% shareholding of Shenyang

Jinlong.

Pursuant to an agreement made between the Group and the former
shareholder of Success Century during the year 2004, the remaining 20%
shareholding of Shenyang Jinlong was transferred to the Group by way of
acquisition of Success Century and Shenyang Jinlong became the wholly

foreign owned enterprise.

Jinlong Pharmaceutical is a wholly foreign-owned enterprise for a period of

45 years commencing from 8 June 2001,

DRAGONITE INTERNATIONAL LIMITED
2016 Annual Report
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i

@

BeRAsrEERE-—NAEHE
ARIUHEERLZFIEGE
¥ BE-AMAZE+T-AZTt
AHBRE REN+F MZ%
R R ERG 2 R 820% K
1% Z Success Century Holding Limited
(ISuccess Century ) (AEBEZEHE
DR ZAERR

~

> OB B

IRIE A B # Success Century Z Al fE
BRER-_ZZWEFIT L2 iz BS
© B8 F #220% % % i 1B 408 Success
Century BETALE - MEBZEEK
AR—FIBBEERE -
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PRINCIPAL SUBSIDIARIES (Continued) 33.

At the end of the reporting period, the Company has other subsidiaries
that are not material to the Group. A majority of these subsidiaries
operate in Hong Kong. The principal activities of these subsidiaries are

summarised as follows:

FEMBLR (A

RESHF  ARTHAREHARE
MELTEAZMEAT - HEHEL
AABHEEELE - REWELAZ
BT -

Number of subsidiaries

MERRARE
Principal place 2016 2015
Principal activities FTEEK of business TEEEE —E-RE —E-RF
Investment holding WEER Hong Kong BB 10 8
L2EEERERLA

2016 £ #
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Financial Summary

MBREE
Year ended 31 December
BEt-A=t-HLEE
2016 2015 2014 2013 2012
“E-xE —ZT-HF —T@OEF T—=F =ZT——F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET T THT TR
(Restated) (Restated) (Restated) (Restated)
(K E751) (f=751) (f=51) (K=51)
RESULTS ES
Revenue Wz
~ continuing operations ~RHREEERY 498 28,727 454,300 170,427 (10,943)
— discontinued operation —ERIHEERH 3,647 8,901 19,524 13,463 9,392
4,145 37,628 473,824 183,890 (1,551)
(Loss) profit before tax A0 (B4R )R Al (449,062) 37,728 373,628 609,628 (63,781)
Income tax expense PG (835) (4,359) (51,963) (41,464) (2,299)
(Loss) profit for the year AEE(BR) &
— continuing operations ~FEREEH (437,792) 47,048 326,396 152,950 (61,737)
— discontinued operations —BRIEREER (12,105) (13,679) (4731) 415214 (4,343)
(449,897) 33,369 321,665 568,164 (66,080)
Attributable to: FE1G -
Equity holders of the parent BRAERFAA (449,897) 33,369 321,665 568,164 (66,080)
As at 31 December
R+=A=+-8
2016 2015 2014 2013 2012
—E-xE —ZT-HF —T@OEF T—=F =ZT——F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
FET THT T THT THT
ASSETS AND LIABILITIES BERERE
Total assets BEE 446,345 930,923 911,932 1,083,45 | 394,990
Total liabilities mafE (47,764) (41,016) (89,350) (97,577) (84,545)
398,581 889,907 822,582 985,874 310,445
Equity attributable to equity REHREESRFAA
holders of the period FEIEHEa 398,581 889,907 822,582 985,874 310,445
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