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Chairman’s Statement

EFERE

On behalf of the board of directors (the “Board”) of Neway Group
Holdings Limited (the “Company”), | would like to present to
shareholders the results of the Company and its subsidiaries (together,
the “Group”) for the year ended 31 December 2016 (the “Year”).

After adopting various cost control policies and devoting continuous
efforts in increasing the turnover, the Group made a turnaround from
loss to profit for the Year. In particular, a remarkable improvement was
recorded in the Manufacturing and Sales Business and the Music and
Entertainment Business. Detailed analysis of each business segment
is covered in the section headed “Management Discussion and
Analysis”.

During the Year, the Group allocated more resources to each business
segment and identified more business opportunities to create value
for the Group. Together with the newly introduced business segment,
namely the Gaming Business, the Group's business profile became
more diversified, and more new elements were added to enlarge the
revenue base of the Group.

Looking forward, the Group's business will continue to face with
challenges in different industries, especially the challenges from the
People’s of Republic of China (the “PRC"). The volatility of foreign
exchange rate of Renminbi, the soaring material prices and the
increasing minimum wages imposed by the PRC government will exert
extra burdens on the operating cost of the Group. The Group will
closely monitor the changes in the local and international market, and
will adopt various measures timely if necessary.

At the same time, the Group will continue to divert more human and
financial resources to all business segments to enlarge their respective
customer base and market share. For the Gaming Business newly
introduced during the Year, the Group will allocate more resources
to enlarge the global distribution network and increase the product
deployment. The Group will also expand the businesses in a prudent
way and adjust the strategy and evaluate the results from time to
time.

On behalf of the Board, | would like to take this opportunity to
express my gratitude to all shareholders, investors, business partners
and staff for their continuous support and dedication to the Group
throughout the Year.

SUEK Ka Lun, Ernie
Chairman

Hong Kong
24 March 2017
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Management Discussion and Analysis
BEEEN®R DN

OVERVIEW

During the year ended 31 December 2016 (the “Year"”), Neway Group
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) devoted more efforts in increasing
the turnover of its various business segments and adopted several
cost control policies, especially for the Manufacturing and Sales
Business. As a result, the Group made a turnaround from a loss of
approximately HK$67.5 million for the year ended 31 December 2015
("Year 2015") to a profit of approximately HK$74.0 million for the
Year. Remarkable improvement and increase in profit was noted in the
Lending Business, the Manufacturing and Sales Business, the Music
and Entertainment Business and the Securities Trading Business.

The Gaming Business, which commenced operation in Year 2015,
was presented as a new reportable and operating segment in the
annual results of the Group for the Year. In light of the increasing
management attention and financial and human resources devoted
to the Gaming Business, the management considered that the
presentation of a new segment will facilitate a better review of
Group's overall performance in various aspects. The detailed business
and financial review of each business segment is stated below.
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Management Discussion and Analysis

BEEENWE DN

BUSINESS AND FINANCIAL REVIEW

Revenue and Gross Profit

During the Year, total revenue of the Group was approximately
HK$562.9 million (Year 2015: approximately HK$521.3 million), the
gross profit margin for the Year increased to 31.7% (Year 2015:
17.9%). The segments' respective contributions to the revenue of the

Group are as follows:

Margin

SRS B 7 1= R
Wy 2% F0 E Fll =

RAFEE AEBHNRKZDNAE
562,900,000 T (T —HFE: 4y
521,300,000/ 7T ) @ M AN F EHEF| =

FE31.7%

ZE—RFE:17.9%) °

BEORYUAREE RS ERIAT

Approximate Approximate
% to % to
2016 total revenue 2015 total revenue
Nl Bk
—E-RE BRED T —E-nfF BAOBES

HK$ HK$

BT on
Gaming Business BRER 88,319 0.0% S =
Lending Business WE 8,215,087 1.5% 7,089,375 1.4%
Manufacturing and Sales Business R RIEE £ 492,941,761 87.6% 466,163,695 89.4%
Music and Entertainment Business =44 [ R 44 % 7% 27,039,363 4.8% 11,919,662 23%
Property Business MEXEH 1,713,770 0.3% 1,010,823 02%
Trading Business BE5%EH 32,912,733 5.8% 35,072,106 6.7%
Total revenue FellE 562,911,033 100% 521,255,661 100%
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Management Discussion and Analysis
BEEEN®R DN

Gaming Business

The Group commenced the business of design and development
of platforms and software for the gaming industry in 2015. With
the increasing management attention and financial and human
resources allocated to this business, it was presented as a new
business segment in this annual report for the Year. During the Year,
the Group established specialised teams with extensive technical
experiences in Hong Kong and the People's Republic of China (the
"PRC") respectively, which were responsible for improving, enriching
and enhancing the existing platform and software and developing
new technologies to raise the awareness of the Gaming Business
in the global market. As at 31 December 2016, the target markets
of the business included, but were not limited to, Japan, Taiwan,
Macau, Mexico, Serbia, the Philippines, the Netherlands and Peru.
The Group devoted more resources in marketing and promotion,
such as participating in various international gaming exhibitions held
in Macau, Mexico and San Francisco to introduce and promote the
business concepts and ideas to potential partners and customers all
over the world during the Year.

The Group has been actively seeking co-operation opportunities with
various software design companies to enrich the content of its games
and to expand its customer network in the global market. Meanwhile,
the Group is also actively recruiting sales and marketing personnel in
order to reach more overseas customers. During the Year, the Group
was granted the license of Gaming Laboratories International (GLI®)
and had deployed its products to Mexico by the end of the Year. The
Group expects that more products will be introduced to other regions
of the world in coming years.
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Management Discussion and Analysis
BEEENWR DN

Lending Business

The Lending Business included the financial leasing business in
Shanghai and the money lending business in Hong Kong. For the
financial leasing business, no transaction was conducted during the
Year and the Group is still in search for deals with potential.

For the money lending business in Hong Kong, the Group was
actively expanding the customer base and its loan portfolio during
the Year. Customers of the business included both individuals
and corporate entities and the majority of loans were secured by
properties located in Hong Kong. No default has been recorded since
the commencement of business and majority of interest income was
received on time. During the Year, the loan interest income increased
by approximately 15.9% to approximately HK$8.2 million (Year 2015:
approximately HK$7.1 million). The Group will continue to allocate
additional funding to expand the money lending business in Hong
Kong, and will closely monitor the repayment abilities of borrowers
and perform risk assessment on each loan application in a prudent
manner.

Manufacturing and Sales Business

This segment principally included the manufacturing and sales
of printing products, such as packaging boxes, labels and paper
products. During the Year, the Group introduced a new product line,
namely paper shopping bags. The customer base of this segment
covered the worldwide market.

During the Year, two key focuses were adopted for the Manufacturing
and Sales Business, including: (i) continuing cost reduction, as well
as efficiency and quality enhancement of the factories in the PRC;
and (ii) expansion of sales network to customers with higher profit
margin. A new product line, namely paper shopping bags, was also
introduced. After years of efforts put in this business for improving its
financial results and product quality, the business made a remarkable
turnaround from a segment loss of approximately HK$36.6 million
in Year 2015 to a segment profit of approximately HK$58.3 million
for the Year, which was mainly attributable to the increasing revenue
and the significant reduction in production costs and material costs
following the streamlining of the production process and increased
productivity and production efficiency of the factories of the Group.
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Management Discussion and Analysis
BEEEN®R DN

The segment profit for the Year was approximately HK$58.3 million
(Year 2015: segment loss of approximately HK$36.6 million). The
segment profit margin for the Year was approximately 11.8% (Year
2015: segment loss margin of approximately 7.8%). The improvement
in segment margin was mainly due to the following reasons:

(i) the revenue from the Manufacturing and Sales Business
increased by approximately 5.7% to approximately HK$492.9
million (Year 2015: approximately HK$466.2 million), primarily
attributable to the increase in export sales. During the Year,
the Group successfully introduced a new product line, namely
paper shopping bags, which targets at overseas customers.
At the same time, more orders were placed by some of the
Group’s existing customers, resulting in an increase of the
segment revenue for the Year.

(i) there was a drop in staff costs during the Year. The ratio of
total staff costs to sales was approximately 29.3% for the
Year (Year 2015: approximately 33.5%). The decrease in such
ratio was due to the higher sales volume with less manpower
recorded for the Year following of a series of tightening
policies adopted in the Year to boost production efficiency and
streamline the workflow. The average number of headcount
in this segment decreased by approximately 20% as compared
with last year. Furthermore, no upward adjustment to
the minimum wages in Shenzhen was made by the PRC
government during the Year and this alleviated the pressure
of rising staff costs and other related costs. Meanwhile, a
more attractive reward system was designed to award those
employees with improved performance, so as to enhance the
overall production efficiency of this segment.

(i) the Group has recognised an one-off impairment loss of
approximately HK$9.2 million for Year 2015 in respect of the
non-current assets of the Manufacturing and Sales Business,
while no such impairment loss was recorded for the Year.
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Management Discussion and Analysis

BEEENWE DN

(iv)

in order to reduce wastage and materials consumption, the
Group took various measures during the Year to control
materials and other costs. These measures were reviewed by
the management and respective department head monthly
through continuous checking against various pre-set key
performance indicators. Investigation and remedial actions
would be made immediately as and when necessary. The
materials consumption ratio dropped by more than 5% as
compared with Year 2015, which were attributable to the
reduced consumption of both main and ancillary materials.
Some production flows and location of departments were re-
designed to reduce the wastage and loss incurred in in-house
transportation of materials and products. Such process will
continue in the year of 2017. During the Year, some machines
were acquired or replaced by newer models, facilitating a
better usage of materials in all aspects. All the above measures
also brought positive results in decreasing fuel and utility
expenses and other daily operating expenses.

the business also took advantages from the depreciation of
Renminbi against Hong Kong dollars during the Year. The
average exchange rate of Renminbi to Hong Kong dollars
decreased by approximately 6% as compared with Year 2015.
As most of the production costs and operating expenses were
denominated in Renminbi and approximately 80% sales of
this segment was denominated in Hong Kong dollars and
other currencies, the depreciation of Renminbi lessen the cost
pressure of the Group.

(iv)
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Management Discussion and Analysis
BEEEN®R DN

Music and Entertainment Business

Segment profit for the Year was approximately HK$660,000
(Year 2015: segment loss of approximately HK$8.2 million). The
improvement in segment results was due to the following reasons:

(i) revenue from this segment mainly consisted of income from
concerts and shows, artiste management income, album
distribution income, promotion income and song licensing
income.

During the Year, revenue from the Music and Entertainment
Business increased significantly by approximately 126.8% to
approximately HK$27.0 million (Year 2015: approximately
HK$11.9 million). Such increase was mainly due to: (i) the
increase in income from concerts and shows which contributed
approximately HK$17.5 million to the segment revenue for the
Year (Year 2015: approximately HK$3.4 million); and (ii) the
increase in song licensing income by approximately 12.1% as
compared with the same period last year;

(ii) the absence of an one-off impairment loss of approximately
HK$5.3 million recognised in respect of intangible assets
during Year 2015; and

(iii) in years 2014 and 2015, the Group invested in two movies in
the PRC with an aggregate investment cost of approximately
RMB13.1 million. The investment return of both movies for the
Year was approximately HK$2.6 million, making an average
return of approximately 16.9%.
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Management Discussion and Analysis
BEEENWR DN

Property Business
Property development business

The Group had two property development projects as at 31 December
2016. One of which involved WJIIEEEHEFR AG ("HE S
HE") and was classified as an available-for-sale investment in the
consolidated statement of financial position of the Group as at 31
December 2016. The other property involved j& & i )& = ith & B
BHER AT ("PEREME"), a non-wholly owned subsidiary of the
Company.

ot e

EEFME holds the land use right of a parcel of commercial land
in Chengdu. The related property consisted of both residential and
commercial units. The construction work commenced in 2014 and
was completed as at the date of this report. The pre-sale of the
project was almost completed, the residential units were nearly sold
out and titles commenced to be delivered to buyers. As at the date
of this report, some car parking spaces and the shopping complex are
still available for sale.

In 2013, the Group invested in B #EFEH#E by way of capital injection
in an amount of RMB10 million and provision of a shareholder’s
loan in an amount of RMB30 million (the “Ying Wah Shareholder’s
Loan”). During the Year, (i) the Group entered into two supplemental
shareholder’s loan agreements with H#FE 1 pursuant to which
the maturity date of the Ying Wah Shareholder’s Loan was extended
from 19 March 2016 to 30 June 2017, which would allow the Group
to have sufficient time to evaluate the financial performance of &£ZE &=
MIEE; and (i) 2L EE S HE partially repaid the Ying Wah Shareholder’s
Loan in the amount of RMB2 million.
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Management Discussion and Analysis
BEEENWR DN

R E holds the land use rights of two parcels of commercial
land in Qingyuan. On 18 June 2014, &Y EFE IR EZER AR A
Al ("R 2[5 "), a wholly-owned subsidiary of the Company, initiated
civil proceedings against FIEFEHE in RIITELER ARZER
(the “People’s Court of Baoan District”) for, among other matters,
the repayment of the shareholder’s loan contributed by A 2 & 5% in
an amount of RMB23,479,330 (the “Litigation”). On 19 June 2014,
pursuant to an application made by # 2 Bl 5% to freeze and preserve
the assets of F/EEHE in a total value of RMB23,400,000, an
order was granted by the People’s Court of Baoan District to freeze
and preserve the two parcels of land owned by /& EHE from 24
June 2014 to 23 June 2016 (the “Freeze Order”). The Freeze Order
aimed to ensure that )5 FEHLE has sufficient assets to repay the
shareholder’s loan to the Group.

Two hearings sessions of the Litigation were held on 18 August
2014 and 25 September 2014 respectively. On 15 October 2014, the
Group received the civil mediation document ( R=E 22 ) dated 30
September 2014 and issued by the People’s Court of Baocan District,
acknowledging that: (i) the Group and /& F 1 ZE confirmed that F
JBE M E was indebted to A £ B E% in a sum of RMB23,479,330; (ii)
FIEFEHE agreed to repay to R 2B a sum of RMB23,479,330,
together with interests accrued from 18 June 2014 to the date of
repayment, which was within 15 days of the effective date of the civil
mediation document; and (iii) if F/& & b E fails to repay the agreed
amount, FFEE & shall be entitled to request F/EREMIE to pay
default interests calculated at two times of the lending rate of the
People's Bank of China over the same period.

As advised by the Group’s PRC legal advisers, the effective date of
the civil mediation was 15 October 2014 and thus, the deadline for
repayment by ;5 F#E was 30 October 2014. As at the date of
this report, A5 E HE has not repaid the outstanding shareholder’s
loan and accrued interests to A 2 B B%.
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On 27 May 2016, 1 2 B 5% submitted an application to the People’s
Court of Baoan District for the extension of the period covered by
the Freeze Order and the application was accepted by the court. The
extended period covered by the Freeze Order was from 13 June 2016
to 12 June 2019. The management of the Group is monitoring the
market condition and assessing all the relevant costs that would be
incurred in resolving the land freezing issue, and no further action has
been taken by the Group as at the date of this report. The Group will
closely monitor the negotiation progress with the business partners
and will take further legal actions to protect the Group’s interest as
and when appropriate.

Property investment business

The property investment business included (i) the mini storage
business operated by a wholly-owned subsidiary of the Company; (ii)
the office leasing business operated by a joint venture; and (iii) the
leasing of several commercial units to a related company by a wholly-
owned subsidiary of the Company during the Year.

Mini storage business

The Group has renovated the ground floor, 1st floor, 2nd floor and
half of the floor area of the 4th floor of a self-owned industrial
building in Fanling (the “Fanling Building”) in 2014 for the operation
of the mini storage business. As at 31 December 2016, the
occupancy rate of the storage units increased to approximately 68%
(31 December 2015: approximately 42%). During the Year, more
resources were put in place for inspecting, improving and maintaining
the conditions and safety level of the mini storage floors and the
whole building. The Group also worked with external professionals
to evaluate the safety requirements stipulated by the relevant
government bodies and to estimate the costs that might incur. The
Group will continue its marketing efforts put in this business in order
to uplift the occupancy rate of the Fanling Building. The Group will
also pay close attention to the recent development of the regulations
imposed on the mini storage industry.
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Office leasing business

The office leasing business, being the operation of the business
service centre in Kwun Tong, Hong Kong, is operated by Estate
Summit Limited, a joint venture of the Group and an independent
third party with extensive management and operating experiences.
A brand name of “Prime Business Centres” was established and
approximately 61% of units was rented out as at 31 December
2016 (31 December 2015: approximately 41%). During the Year, the
business encountered keen competition in Kwun Tong district and
rental price of offices was lowered in order to attract more tenants.
The highest occupancy rate during the Year was approximately 92%.

Considering the keen market competition in the industry and the
operating forecast for the business centre, an impairment loss of
approximately HK$5.3 million was made during the Year (Year 2015:
nil).

Nevertheless, in view of the increasing rental expenses of office
premises and the large demand for small-sized offices from small
enterprises in Hong Kong, the Group positively believes that there
remains huge potential in the office leasing business in Hong Kong.
The Group will devote more marketing efforts to boost the occupancy
rate of the business service centre.

Properties leasing and investment

In order to expand the Property Business with a view to broaden the
Group’s earning base, the Group acquired the entire issued share
capital of Supreme Cycle Inc. (“Supreme Cycle”) from a related
company on 30 November 2016 at a consideration of approximately
HK$87.2 million (the "Acquisition”). The principal activities of
Supreme Cycle are investment holding and property investment and
its principal assets are the commercial properties situated in Yuen
Long, Hong Kong (the “Yuen Long Properties”). Pursuant to a tenancy
agreement (the “Tenancy Agreement”) signed by Supreme Cycle
on 16 March 2016, the Yuen Long Properties have been leased to a
related company of the Group and operating as a karaoke outlet as at
31 December 2016. Such tenancy forms part of the Group’s Property
Business since Supreme Cycle has become a wholly-owned subsidiary
of the Company and its financial information was consolidated into
the Group’s consolidated financial statements for the Year upon
completion of the Acquisition.
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In view of the steady rental income generated under the Tenancy
Agreement and the rapid development and growing population
and business activities in the area, the Directors considered that the
Acquisition and the continuation of the Tenancy Agreement upon
completion of the Acquisition allowed the Group to increase the
income and enjoy capital appreciation potential in the future.

For details, please refer to the paragraphs headed “Material
Acquisition of a Company during the Year” on pages 27 to 28 of this
report.

According to the Group’s accounting standards, the ground floor, 1st
floor, 2nd floor and half of the floor area of 4th floor of the Fanling
Building and the Yuen Long Properties were classified as investment
properties of the Group. The investment properties were carried at
market value and a fair value gain of approximately HK$631,000 was
recorded in other gains and losses of the Group during the Year.

Trading Business

The Trading Business included (i) the trading of printing products in
Hong Kong and the PRC; and (ii) the operation of neighbourhood
stores in the PRC.

Revenue from the Trading Business decreased by approximately 6.2%
to approximately HK$32.9 million (Year 2015: approximately HK$35.1
million). The decrease was mainly attributable to the drop in number
of orders placed by customers of a trading company in Hong Kong.
Such decrease was partially offset by the increase in sales generated
by a printing product trading company in the PRC and the sales
contributed by the operation of neighbourhood stores in the PRC. The
business of operating neighbourhood stores in the PRC commenced in
2015.

The profit margin remained stable as compared with Year 2015
due to the tightened cost control measures adopted in the Trading
Business which offset the impact of decreasing revenue. The revenue
generated from neighbourhood stores in the PRC represented
approximately 2% of total revenue of the Trading Business (Year
2015: nil). As at 31 December 2016, six stores have been opened in
Weifang city of Shandong province.
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Securities Trading Business and available-for-sale A EEXEEAEF O A E
investments of the Group rE
During the Year, the Group recorded a fair value gain of approximately NAEE AEBRAENSE S LTE
HK$80.0 million (including a realised gain of approximately HK$4.0 818 A F(E W 480,000,000 JT
million) and a dividend income of approximately HK$715,000 in ( ’p] B IR I8 25 494,000,00058 7T ) 0
respect of the Hong Kong listed securities held by it. The Group & BT A #9715,0008 70 c RN E - K
further allocated idle fund of HK$20 million to the Securities Trading E & EE— FEH A E 4£20,000,00058
Business during the Year. TTAEELFEEEBRER -
Set out below is the breakdown of the Group's available-for-sale BE_E—XRE+_A=+—HI1t"' K
investments and held-for-trading investments as at 31 December EREHNTIHEEREREBEEEEKRE Y
2016: AMBE T
Percentage to
the Group's Percentage to
audited net the Group's
Principal Percentage of Carrying assets as at audited total
activities of total share amount as at 3 December assets as at
Form of invested capital held 31 December 2016 31 December
Description of investments Notes investments companies by the Group 2016 (agprommate) 2016
/\¢ {EZ}S%I%Z
+ZA= '|'— ALk = /\EF
HE-B-XE REREE +=ZAZ 'I' |
. . AEEBERE +-A=+-AL REEAN %%ﬁ%ﬁﬁ
REMT HisE RERR BREDNATBEY #BURIL WEEE (B4) Bak
HKS HKS HKS
B B BT
Largest f|ve investments of the Group
AEBAARE
Wang On Propemes Limited Held-for-trading Property 0.39% 83,216,000 9.1% 7.5%
(stock code: 1243) investment
ERMEBRRA (RHRR: 1243) FEEERE nx
China Agri-Products Exchange Limited Held-for-trading Property 1.19% 17,388,000 1.9% 1.6%
(stock code: 149) investment )
HEEERIFBERAR FEEERA U
(BRA3 55 < 149)
Equwty investment in 74l 2 5 Available-for-sale Property development 16.67% 14,142,889 1.5% 13%
[N \ investment
EAE H%i%ﬁﬂ?ﬁﬁ ARNRARE AEHERE W*IE’]%%?XE
Equwt mvestmentm MHmEE’% Available-for-sale Overseas short term 1.96% 11,163,206 12% 1.0%
ERBROFRA investment apartment rentals, Bed &
Breakfast, family inn and
accommodation booking
website
Ml\mﬁﬁ%?ﬂ% &in AHNERE BIERRE RTE-
BRARMBRARE REREREERT AN
Town Health International Medical Held-for-trading Health & Personal Care 0.09% 8,387,500 0.9% 0.8%
Group Limited (stock code: 3886) investment .
RREREREEERAA FEEERA BRREAER
(Bf3 5 : 3886)
Other investments
HRE
Club membership Available-for-sale -n/a- 3,403,700 0.4% 0.3%
investment N
EfEs AHNERE TEm
Other equity investments, at cost (a) Av_aHabIe-for—saIe -n/a- 13,025,232 1.4% 1.2%
\ ‘ investment
EthRARE  BEA AEHERE TER
Other equity securities listed in Hong Kong (b) Held-for-trading -na- 23,255,856 2.5% 2.1%
investment
RER EWEEMRAEF FEEERE TER
Total 173,982,383 19.0% 15.6%
EH
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Notes:

(a) Equity investments carried at cost under the category of available-
for-sale investments represented the Group’s investments in nine
companies incorporated in Hong Kong, the PRC and overseas.

(b) Equity securities listed in Hong Kong under the category of held-
for-trading investments represented the Group's investments in 15
companies whose shares are listed on the Main Board or the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Each of such investments has a carrying amount
that account for less than 5% of the Group’s audited net assets as at
31 December 2016.

The Group will carefully study the market and the information related
to prospective investees before purchasing any securities and will
closely monitor the performance of the securities after purchase
as well as adjust the investment strategy in a cautious manner to
minimise the impact of market volatility as and when necessary.
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OTHER GAINS AND LOSSES

Other gains and losses comprised the following major items:

Httesm K B8R
Hf s RASERENTEEER

2016 2015
—E-XRF —T—hEF
HK$ HK$
BT AT
(Allowance for) reversal of RIEZER (BE)BE
bad and doubtful debts (1,715,533) 268,854
Change in fair value in derivative financial TSR T AN
instrument NEEZE 752,339 4,101,597
Change in fair value in held-for-trading BIEEEREW
investments N 1EEE 79,983,930 (6,673,489)
Change in fair value in investment properties & W2 A FEZH) 630,600 2,265,000
Impairment loss recognised in respect of AHEERENEER
available-for-sale investments (Note 7) WEEE (K1) (5,581,603) (7,765,000)
Impairment loss recognised in respect of B EEMNDERRAE
intangible assets (Note 2) B8 (Wat2) - (5,317,632)
Impairment loss recognised in respect of Y- BB REEN
property, plant and equipment (Note 3) R EEE
(B75£3) - (9,156,985)
Impairment loss recognised in respect of —RHERIEHEED
a jointly controlled entity (Note 4) EERBEREE
(Bet4) (5,268,340) -
Loss on disposal of property, HEWE - HWE R
plant and equipment RiEREE (26,709) (2,674)
Loss on disposal of a subsidiary HE—FEHBARREE - (1,183,198)
Net foreign exchange gains HNEE U 25 R 58 3,812,271 3,101,642
Total HEt 72,586,955 (20,361,885)
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Notes:

The Group entered into a share subscription agreement on 30 July
2015 to subscribe for 10% of the total issued share capital of 1t
BEEMBMBRERAAF ("E

provision of professional cleaning and repairing services for shoes and

"), which is principally engaged in the

luxury bags in Beijing, the PRC, at a total investment cost of HK$5.6
million. & 2 actively opened its stores in Beijing during years 2015
and 2016. However, given the keen competition in the local market,
E 1 was unable to compete with large corporations which devoted
more financial resources in expanding their market share. As at the
date of this report, shareholders of EZ#§ decided to cease the
operation of all its stores and full impairment was made in the Year.

The Group entered into a share subscription agreement on 11
February 2015 to subscribe for 4.41% of the total issued share capital
of Soliton Holdings Limited (“Soliton”), which is principally engaged in
cloud-based and cross-device enabled digital music streaming service
with over 1,700,000 music tracks and videos. Soliton is responsible
for providing digital music streaming services to the wholly-owned
subsidiaries of the Group. In Year 2015, the management of Soliton
failed to implement the investment plan as scheduled and the return
on investment was uncertain. In view of the uncertainty on the
recoverability of investment, full impairment was made in Year 2015.

In Year 2015, the Group recognised an impairment loss in respect
of the trademarks, which was classified as intangible assets, of the
Music and Entertainment Business. No such impairment loss was made
during the Year.

In Year 2015, the Group recognised an impairment loss in respect of
the property, plant and equipment of the Manufacturing and Sales
Business. No such impairment loss was made during the Year.

The Group recognised an impairment loss in respect of the investment
made in a jointly controlled entity principally engaged in the Property
Business. For the reason of impairment, please refer to the financial
review of Property Business stated above.
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LIQUIDITY, CAPITAL RESOURCES AND CAPITAL
STRUCTURE

The following table sets out the Group’s current ratio, quick ratio and

RBEE BXAERRERER

TR AEBHE T —RF+_H

gearing ratio as at 31 December 2016 and 31 December 2015: =t+—HIEERZE—FF+_A=+—
HIEMRBLE RBLEREEAE
b
As at As at
31 December 31 December
Notes 2016 2015
BE-Z-—XRF #HE_Z-IF
Wiz +=A=+—-HiE +=—A=+—Hit
Current ratio BN & (i) 3.7 4.4
Quick ratio REpLE & (ir) 3.3 3.9
Gearing ratio (%) BEBEBLE%) (i) 8.1 3.5
Notes: B it -
(i) Current ratio is calculated by dividing total current assets by total (i) /méﬂtt?ﬁﬁﬁézﬁirmﬁﬁ BRBEE
current liabilities as at the end of the year. RUABRBIBES
(ii) Quick ratio is calculated by dividing the difference between total (i) RELEDRBEAFEREFARSEE
current assets and inventories (including properties under development BIFE (BEFERRPME) HEBRIA
for sale) by total current liabilities as at the end of the year. RTBEETE -
(iii) Gearing ratio is calculated by dividing total borrowings by total equity (ii) EEABBUERDRBEAFERERBEE

as at the end of the year and then multiplying it by 100%. The total
borrowings included the amount due to a related company, bank
borrowings and finance lease obligations.

As at 31 December 2016, the Group had short-term bank deposits
and cash and cash equivalents of approximately HK$227.3 million
(31 December 2015: approximately HK$234.1 million) and total
borrowings of approximately HK$73.7 million (31 December 2015:
approximately HK$30.0 million).

The total borrowings included the amount due to a related company,
bank borrowings and finance lease obligations. The amount due to
a related company is payable within two years and is fixed-interest
bearing at a range from 12% to 30% per annum. The secured bank
borrowings are payable within six years and carry interest at the Hong
Kong Inter-bank Offered Rate (“HIBOR") plus 1.85% to 2.5% per
annum while the unsecured bank borrowing contains a repayment on
demand clause and carries interest at HIBOR plus 1.5% per annum.
The finance lease obligations represent leases of certain motor
vehicles for a term of three years a fixed interest rate of 2.8% per
annum.

All borrowings are denominated in HK dollar and majority of the cash
and cash equivalents are denominated in Renminbi, HK dollar and US
dollar.
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The liquidity of the Group remained strong and healthy as compared
with Year 2015. The sharp increase in gearing ratio to 8.1% as at 31
December 2016 (31 December 2015: 3.5%) was mainly due to the
increase in borrowings after the acquisition of Supreme Cycle which
was engaged in property investment in Hong Kong during the Year.

The current ratio and quick ratio as at 31 December 2016 decreased
as compared with the respective figures as at 31 December 2015. It
was mainly attributable to (i) the increase in short-term borrowings
after the acquisition of Supreme Cycle; and (ii) the decrease in loan
receivables.

The Group generally financed its operation with cash flows generated
internally and bank facilities granted in Hong Kong and the PRC.
Taking into account the amount of the anticipated funds generated
internally and the available banking facilities, the Group will have
adequate resources to meet its future capital expenditure and
working capital requirements. The Group will continue to implement
its prudent policy in managing cash balances, thereby maintaining
a strong and healthy liquidity level and ensuring that any business
opportunity will be promptly seized.

FUTURE OUTLOOK

The Group will continue to strengthen, develop and diversify its
portfolio to further establish sustainable business growth. The
Manufacturing and Sales Business continues to be the core of the
Group's portfolio. Other business segments, including the Gaming
Business, continue to develop and contribute to the Group's portfolio.
The Group will remain committed to this diversification strategy
to generate stable return and promising business growth to its
shareholders.

Gaming Business

Product deployment and expansion of distribution network will be
the main focus of the Gaming Business in coming years. The Group
will continue to recruit talents with extensive technical, sales and
marketing experiences in Hong Kong and the PRC for continuous
product enhancement and speeding up the expansion of international
distribution network. Meanwhile, the Group is actively seeking co-
operation opportunities with various software design companies
to enlarge its share in the global market through its established
platforms and customer networks.
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Lending Business

Due to the keen competition of the industry and the volatile economic
environment, the risks and difficulties facing by the Lending Business
may increase in the course of enlarging its loan portfolio. The Group
will actively seek for new customers and allocate more financial
resources to expand this business in the future. At the same time, the
Group will also closely monitor the repayment abilities of borrowers
and perform risk assessments on each loan application in a more
prudent way.

Manufacturing and Sales Business and Trading Business

The series of costs control measures adopted since 2015 brought
positive impact on the segments’ results during the Year. In particular,
they delivered the encouraging performance of the Manufacturing
and Sales Business. More challenges are expected in 2017, including
but not limited to (i) the increase in raw materials prices; (ii) the
increase in labour costs in Shenzhen; (iii) the increase in various
environmental requirements in Shenzhen; and (iv) the global economic
uncertainty that may adversely affect the business of the export sales
customers.

To cope with these challenges facing the printing industry and to
maintain the positive results in the future, the Group will continue
to put more efforts in the following areas: (i) efficiency and
effectiveness enhancement by streamlining the production process
of its factories so as to reduce operation and production wastage;
(i) talent recruitment, provision of value-added services and upgrade
of its technology infrastructure; (iii) enhanced quality management
of its products and introduction of new product lines to enhance its
competitiveness as a whole; (iv) continuous efforts in sourcing and
testing the quality of alternative materials and negotiating more
favourable terms with vendors; and (v) expansion of its market share
to cover high value products and securing a foothold in the paper
shopping bag market.

The Group will continue to adopt prudent measures to enhance
the overall efficiency, expand customer networks, increase its
value proposition and improve its business model to overcome the
uncertainty in the PRC and global economy in coming years.
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Music and Entertainment Business

In coming years, the Group will allocate more financial resources
in professional training, promotion services and investment and
organisations of concerts and shows. In view of the desirable
investment return generated during the Year, the Group will continue
to invest in the film and entertainment market in the PRC and to
identify and evaluate potential projects in the PRC and overseas.

Securities Trading Business and Property Business

The Group will closely monitor the market and market data related to
prospective investees before committing to any securities investment.

For the Property Business, the Group will devote more marketing
efforts in promoting the mini storage business and business service
centre business to increase the occupancy rate of properties of both
businesses. For the mini storage business, the Group will pay attention
to the development of any new rule and regulation to be imposed
on the industry and evaluate their potential financial impact on the
business.

OTHER INVESTMENTS OR ACQUISITIONS

The Company will continue looking for any potential investments in
Hong Kong and overseas in order to generate positive return to the
shareholders. The Group expects to finance these investments with
internal financial resources or other financing method if necessary.

FUND RAISING ACTIVITY

Set out below is the fund raising activity conducted by the Company
during the Year and the usage of the net proceeds up to the date of
this report.
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To broaden the shareholders’ base and the capital base of the
Company, on 27 September 2016, the Company and a placing agent
entered into a placing agreement pursuant to which the Company
had appointed the placing agent to procure, on best endeavor
basis, not less than six placees to subscribe for 42,270,000 ordinary
shares of the Company at a price of HK$0.47 per placing share
(the "September Placing”). The placing price of HK$0.47 per share
represented a discount of approximately 18.97% to the closing
price of HK$0.58 per share as quoted on the Stock Exchange on
27 September 2016, which was the date of the placing agreement.
Completion of the September Placing was conditional upon the
Stock Exchange granting the listing of, and permission to deal in,
the placing shares. The listing approval was granted by the Stock
Exchange and completion of the September Placing took place on
11 October 2016. An aggregate of 42,270,000 placing shares were
successfully placed and the aggregate nominal value of the placing
shares was HK$422,700. The placing shares were allotted and issued
pursuant to the general mandate granted to the Directors at the
annual general meeting of the Company held on 30 June 2016.

The net proceeds from the placing were approximately HK$19.36
million and were intended to be utilised as to (i) approximately two-
third for the renovation of the manufacturing facilities of the Group
in the PRC and the acquisition of machinery for the manufacturing
of the printing products of the Group; and (ii) approximately one-
third for the general working capital of the Group. As at the
date of this report, approximately HK$6.5 million out of the net
proceeds was utilised for general working capital of the Group and
approximately HK$7.0 million out of the net proceeds was utilised
for the renovation of the manufacturing facilities of the Group in the
PRC and the acquisition of machinery for the manufacturing of the
printing products of the Group as intended. The net issue price was
approximately HK$0.458 per placing share.

FOREIGN EXCHANGE RISK

The Group's sales and purchases are principally denominated in
Renminbi, HK dollar and US dollar. Except for Renminbi, there was no
significant fluctuation in the exchange rate of HK dollar and US dollar
throughout the Year. The management will closely monitor the foreign
exchange rate risk of Renminbi, and identify any significant adverse
impact on the PRC operations as caused by such risk. If necessary, the
Group will consider using appropriate hedging solutions. During the
Year, the Group had not used any financial instruments for hedging
purpose and it did not have any outstanding hedging instruments as
at 31 December 2016.
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CAPITAL EXPENDITURE

For the Year, capital expenditure of the Group for property, plant and
equipment amounted to approximately HK$6.9 million (Year 2015:
approximately HK$7.6 million). The capital expenditure for the Year
was mainly attributable to the acquisition of machinery for production
in the PRC.

CAPITAL COMMITMENTS

As at 31 December 2016, the Group had capital commitments of
approximately HK$13.7 million (31 December 2015: approximately
HK$12.9 million) for the acquisition of property, plant and equipment
and prepaid lease payments, which had been contracted for but had
not been provided for in the financial statements. The Group did not
have any capital commitments for the acquisition of property, plant
and equipment that had been authorised but not contracted for in
both reporting periods.

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 31
December 2016 (31 December 2015: nil).

PLEDGE OF ASSETS

As at 31 December 2016, the Group had pledged a leasehold
building and investment properties with an aggregate carrying value
of approximately HK$200.7 million to secure the mortgage loan of
certain investment properties and general banking facilities granted to
the Group (31 December 2015: approximately HK$87.3 million).

As at 31 December 2016, none of the Group's property, plant and
equipment was pledged to secure other borrowings granted to the
Group (31 December 2015: nil).
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SHARE CAPITAL AND CAPITAL STRUCTURE AND
CHANGE IN BOARD LOTS SIZE

(A) Capital Reorganisation

Pursuant to a special resolution passed by the shareholders of
the Company at the special general meeting of the Company
held on 1 April 2016, a share consolidation, capital reduction
and share sub-division had been taken place and completed
on 5 April 2016 (further details of which are set out in the
announcement of the Company dated 22 February 2016 and
the circular of the Company dated 9 March 2016):

(i) the share consolidation: every 10 issued and unissued
shares of par value of HK$0.05 each in the share
capital of the Company were consolidated into one
consolidated share of par value of HK$0.50 (the
“Consolidated Share”);

(ii) the capital reduction: the par value of each of the
then issued Consolidated Shares of the Company
was reduced from HK$0.50 to HK$0.01 by cancelling
the paid-up capital of the Company to the extent of
HK$0.49 on each of the then issued Consolidated
Shares; and

(iii) the share sub-division: each of the then authorised but
unissued Consolidated Shares of par value of HK$0.50
each was subdivided into 50 ordinary shares of par
value of HK$0.01 each in the share capital of the
Company.

In addition, the board lot size for trading in the shares of the
Company has been changed to 10,000 ordinary shares with
effect from 5 April 2016.

(B) September Placing

On 11 October 2016, an aggregate of 42,270,000 shares of
HK$0.01 each in the issued share capital of the Company
were allotted and issued under the September Placing, further
details of which are set out in the paragraphs headed “Fund
Raising Activity” on page 23 of this report.

Save as disclosed above, there was no other change in the share
capital and capital structure of the Company during the Year.
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HUMAN RESOURCES

As at 31 December 2016, the Group had approximately 1,540
full-time employees (31 December 2015: approximately 1,740).
Total staff costs (including directors’ remuneration) for the Year
was approximately HK$180.9 million (Year 2015: approximately
HK$176.2 million). The remuneration schemes are generally structured
with reference to market conditions and the qualifications of the
employees. The reward packages (mainly consist of fixed salary and
bonus scheme) for the staff in the Group are generally reviewed on an
annual basis, depending on the staff's and the Group’s performance.
Apart from salary payments, other staff benefits include contributions
to the retirement benefit scheme, participation in share option
scheme and medical insurance for eligible employees. In-house and
external training programmes are provided as and when required.

MATERIAL ACQUISITION OF A COMPANY DURING
THE YEAR

On 25 April 2016, a sale and purchase agreement (the “Sale and
Purchase Agreement”) was entered into among We-do-best Limited,
a wholly-owned subsidiary of the Company as purchaser, Preserve
Capital Realty Limited, a company which is wholly-owned by the
trustee of a discretionary trust of which the immediate family
member(s) of Mr. SUEK Ka Lun, Ernie, is/are one of the discretionary
objects as vendor, and Mr. SUEK Ka Lun, Ernie as guarantor in relation
to the acquisition of the entire issued share capital of Supreme Cycle.
The consideration of the Acquisition was agreed to be the amount of
the net asset value of Supreme Cycle at a reference date agreed by
the parties but in any event not be more than HK$95 million.

The resolution approving the Sale and Purchase Agreement and
transactions contemplated thereunder was duly passed by way of poll
by the shareholders of the Company at the special general meeting
held on 5 August 2016. Completion of the Acquisition took place
on 30 November 2016. The final consideration was HK$87,165,828
and was funded by the internal resources of the Group. Immediately
after completion of the Acquisition, Supreme Cycle became a
wholly-owned subsidiary of the Company and the financial
information of Supreme Cycle was consolidated into the Group's
consolidated financial statement.
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The principal activities of Supreme Cycle are investment holding
and property investment and its principal assets are the Yuen Long
Properties. Pursuant to the Tenancy Agreement dated 16 March 2016
entered into between Supreme Cycle as landlord and Well Dragon
Limited (“Well Dragon”) as tenant, the Yuen Long Properties have
been leased to Well Dragon for an initial term of three years from
16 March 2016 to 15 March 2019. Such leasing of the Yuen Long
Properties continued after the completion of the Acquisition. Since
Well Dragon is wholly owned by a trustee on trust for a discretionary
trust of which Mr. SUEK Ka Lun, Ernie is one of the discretionary
objects, Well Dragon is a connected person of the Company under
the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) and the transaction contemplated under the
Tenancy Agreement became a continuing connected transaction
of the Company under the Listing Rules upon completion of the
Acquisition. The Yuen Long Properties have been operating as a
karaoke outlet by a related company of the Group as at 31 December
2016.

Details of the Acquisition have been set out in the announcements of
the Company dated 25 April 2016 and 30 November 2016 and the
circular of the Company dated 20 July 2016.

Save for the event above-mentioned, the Group did not have
any material acquisition or disposal of subsidiaries or associated
companies during the Year.
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EVENT AFTER REPORTING PERIOD

Zhongda Printing (Qingyuan) Company Limited (“Zhongda
Qingyuan”), a wholly foreign-owned enterprise established in the PRC
with limited liability and a wholly-owned subsidiary of the Company,
currently owns two parcels of land at Dong Keng Industrial Park,
Yuantan Town, Qingcheng District, Qingyuan City, the PRC with a
total area of approximately 311.748 mu (the "Existing Land"”). The
Existing Land is currently vacant. Due to policy driven zone planning,
Qingyuan Hi-tech Zone Management Committee requested and
Zhongda Qingyuan has agreed to swap the Existing Land with a parcel
of land situated at Dongkeng Cun Management Committee ( B 3T
#Z &) Yuantan Town, Qingcheng District, Qingyuan City, the PRC
with a total area of 312 mu (the "New Land”) and the compensatory
payment payable to Zhongda Qingyuan (the “Land Swap”). On
17 March 2017, Qingyuan Hi-tech Zone Management Committee
(being ERBERESMEINMEXMEREEIEZEF (unofficial English
translation being Guangdong Qingyuan New High Technology
Industrial Development Zone Management Committee)), Qingcheng
Government (being /& & M5 [@ R ZH A RBFT (unofficial English
translation as Qingyuan City Qingcheng District Yuantan Town
People’s Government)), and Zhongda Qingyuan entered into the land
swap agreement and the compensation agreement. Qingyuan Hi-
tech Zone Management Committee and Zhongda Qingyuan agreed
that the price for the Existing Land and the New Land are the same
and set as RMB57,200,000. In connection with the Land Swap,
Qingyuan Hi-tech Zone Management Committee has also agreed
to pay the compensatory payment of RMB45,009,700 to Zhongda
Qingyuan. The land swap agreement will only become effective
after the shareholders of the Company have approved the land
swap agreement at the special general meeting of the Company
to be convened. Details of the Land Swap has been set out in the
announcement of the Company dated 17 March 2017.
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Corporate Governance Report
EXRERHRE

The Board (the “Board”) of directors (the “Directors”) of Neway
Group Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”) is pleased to present this Corporate
Governance Report in the annual report of the Company for the year
ended 31 December 2016 (the “Year").

The Company acknowledges the important roles of its Board in
providing effective leadership and direction to the Company's
business and ensuring transparency and accountability of the
Company operations. The Board recognises that good corporate
governance practices are vital to maintain and promote shareholder
value and investor confidence and has adopted the code provisions
as set out in the Corporate Governance Code (the “CG Code”)
contained in Appendix 14 to the Rules (the “Listing Rules”) Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The Company is committed to enhancing
and reviewing its corporate governance practices from time to time to
ensure that they align with the latest development of the Group.

In the opinion of the Board, the Company has applied the principles
of and complied with the code provisions set out in the CG Code,
save for certain deviations which are explained in the relevant
paragraphs in this Corporate Governance Report.

THE BOARD
Responsibilities

The overall management of the Company’s business is vested in the
Board, which assumes responsibility for leadership and control of the
Company and is collectively responsible for promoting the success
of the Company by directing and supervising its affairs. All Directors
take decisions objectively in the interests of the Company and in the
attainment of the objective of creating value to its shareholders. Every
Director carries out his/her duty in good faith and in compliance with
the standards of applicable laws and regulations, and acts in the
interests of the Company and its shareholders as a whole at all times.

Board Composition

The Board comprises eight members as at the date of this Corporate
Governance Report, which include two executive Directors, three non-
executive Directors and three independent non-executive Directors,
and has in its composition a balance of expertise, skills and experience
necessary for independent decision-making.
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TEERHRE

THE BOARD (Continued)
Board Composition (Continued)

The Board comprises the following Directors as at the date of this
report:

Executive Directors:
Mr. SUEK Ka Lun, Ernie (Chairman)
Mr. SUEK Chai Hong (Chief Executive Officer)

Non-executive Directors:

Dr. NG Wai Kwan

Mr. CHAN Kwing Choi, Warren

Mr. WONG Sun Fat (member of Audit Committee and
Remuneration Committee)

Independent non-executive Directors:

Mr. TSE Tin Tai

Ms. LUI Lai Ping, Cecily (Chairman of Audit Committee and
member of Remuneration Committee)

Mr. LEE Kwok Wan
(Chairman of Remuneration Committee and
member of Audit Committee)

Alternate Director:
Mr. LAU Kam Cheong (alternate Director to Dr. NG Wai Kwan)

The names of the Directors are disclosed in all corporate
communications issued by the Company pursuant to the Listing Rules.

Mr. SUEK Chai Hong, the chief executive officer of the Company
(the “Chief Executive Officer”), is the uncle of Mr. SUEK Ka Lun,
Ernie, the chairman of the Company (the “Chairman”). The detailed
relationships among members of the Board are disclosed under
the section headed “Biographical Details of Directors and Senior
Executives” on pages 47 to 51.

During the Year, the Board has at all times met the requirements
of the Listing Rules relating to the appointment of at least three
independent non-executive Directors with at least one independent
non-executive Director possessing appropriate professional
qualifications, or accounting or related financial management
expertise. During the Year, the Company also has at all times met
the requirements of the Listing Rules relating to the appointment of
independent non-executive Directors representing at least one-third of
the Board.
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THE BOARD (Continued)
Board Composition (Continued)

The Company has received written annual confirmation from each
independent non-executive Director of his/her independence pursuant
to the requirements of the Listing Rules. The Company considers all
independent non-executive Directors to be independent in accordance
with the independence guidelines set out in the Listing Rules.

The non-executive Directors bring a wide range of business
and financial expertise and experiences to the Board. Through
participation in Board meetings and serving on Board committees, all
non-executive Directors make various contributions to the effective
direction of the Company.

Chairman and Chief Executive Officer

The positions of the Chairman and the Chief Executive Officer are
held by different persons in order to preserve independence and
a balanced judgment of views. The Chairman, Mr. SUEK Ka Lun,
Ernie, is responsible for the effective functioning of the Board in
accordance with good corporate governance practices and is also
responsible for chairing the meetings and managing the operations
of the Board and ensuring that all major and appropriate issues are
discussed by the Board in a timely and constructive manner. The Chief
Executive Officer, Mr. SUEK Chai Hong, is responsible for running the
Company’s businesses, developing and implementing the Group's
strategic plans and business goals.

Despite that the Chief Executive Officer and the Chairman are uncle
and nephew, they consider issues and make decisions independently.

Annual Meetings Between Chairman and Non-executive
Directors Without Executive Directors Present

Provision A.2.7 of the CG code stipulates that the Chairman should
at least annually hold meetings with the non-executive Directors
(including independent non-executive Directors) without the executive
Directors present. The Chairman during the Year, namely Mr. SUEK Ka
Lun, Ernie, was himself an executive Director and as such, compliance
with this code provision was infeasible.
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THE BOARD (Continued)
Appointment and Re-election of Directors

Each of the non-executive Directors and independent non-executive
Directors has signed a letter of appointment with the Company.
Mr. LEE Kwok Wan was appointed for a term of three years from 5
April 2016 to 4 April 2019. Save for Mr. LEE Kwok Wan, all other
non-executive Directors and independent non-executive Directors
have a term of appointment which commenced from 1 April 2016
and will continue for a period of three years until 31 March 2019.
The term of appointment of each Director is subject to retirement by
rotation and re-election in accordance with the Company's bye-laws
(the “Bye-laws”) and the Listing Rules.

The procedures and process of appointment, re-election and removal
of Directors are laid down in the Company’s Bye-laws. The Board as
a whole is responsible for reviewing the structure and composition
of the Board by reference to the business model of the Company,
developing and formulating the relevant procedures for nomination
and appointment of Directors, monitoring the appointment and
succession planning of Directors and assessing the independence of
independent non-executive Directors.

The Company has not adopted written terms of the Directors’
nomination procedures. Where vacancies on the Board exist, the
Board will carry out the selection process.

Induction and Continuing Development for Directors

The Directors are encouraged to attend external seminars and training
programmes at the Company’s expense to update themselves with
the legal and regulatory developments and the business and market
changes to facilitate the discharge of their responsibilities. Continuing
briefings and professional development will be arranged for the
Directors whenever necessary.

Professional Training for Directors

During the Year, each of Mr. SUEK Ka Lun, Ernie, Mr. SUEK Chai
Hong, Dr. NG Wai Kwan, Mr. CHAN Kwing Choi, Warren, Mr. WONG
Sun Fat, Mr. TSE Tin Tai, Ms. LUI Lai Ping, Cecily, Mr. LEE Kwok Wan
and Mr. LAU Kam Cheong confirmed to the Company that he/she
had complied with provision A.6.5 of the CG Code by reading all
materials provided by the company secretary of the Company (the
“Company Secretary”) and/or attending trainings on the topics
relating to corporate governance and latest change and development
of regulatory regime launched by professional parties.

EEg (&)
ERERERES

BIRITEERBIUIFRNTEFCER
NABRIEEE-FTRELLE ZEHH
—E-RFUHALRARE_ZT-NFHN
AMBIE R =F -BRFEERLEIN
PTBEEMIFRITES B IFATES
ZERIH-_FT-RFHA—HEE—
E-NF=ZA=T—"HIERB=F-%
SR EMHARRARRZARMAR
(TR ) R EmRARESENEE-

EE2ZE-BEREBRERKRIEY
ERARB 2 ARIMAA -EFEEEL
ERRBZEBRARAERIESRTS
ZREBEAEK - BERNMVTEERESR R
RIESERF BERESZZZERE
Eatal ARFEBYIFRITESE T

S

ARBYRERAEMEFTREREFF-
MEEFGLRER EFSHHNTIE
2R

EEZRBRSEEE

ARBNEBE F L F R & K
JIFRTE  — I ERAARR AT - LR
R ARIOERBRIBEN  KARERH
W8I W EBITRE - ARRIN
ERNEFERR/ESTTHFEDNT MK
FERIEF

EEEXEEI

RAFEE BERBTE BEELRE R
BEEL BREM R ERBEL W@
AEEE BENYRL FEELLNE
HELEEHRMARAER RECHE
ARmlznmwE ([REWE ) RHEZ
FIEER &/ R FHEEE SR
wmoBERECXEAREHEEHEE
BERERABIIZI HEEBTERE
AT RIZ IR B A6 5

Neway Group Holdings Limited f 2 £ MiZRER D 7
Annual Report 2016 F #§



Corporate Governance Report
TXRERHRE

THE BOARD (Continued)
COMPANY SECRETARY

Ms. CHEUNG Yuk Shan joined the Group as the Company Secretary
since 23 August 2010. Acting as the Company Secretary, Ms.
CHEUNG Yuk Shan reports to the Board and is responsible for advising
the Board on corporate governance matters. She has undertaken not
less than 15 hours of relevant professional training in compliance with
Rule 3.29 of the Listing Rules.

Board Meetings, Board Committee Meetings and General
Meetings

Board practices and conduct of meetings

Notices of regular Board meetings were served to all Directors at least
14 days before the meetings during the Year. For other Board and
committee meetings, reasonable notices were given.

Board papers together with all appropriate, complete and reliable
information were sent to all Directors at least three days before each
Board meeting or committee meeting during the Year to keep the
Directors apprised of the latest development and financial position of
the Company and to enable them to make informed decisions. The
Board and each Director also had separate and independent access to
the senior management whenever necessary.

The Company Secretary is responsible for taking and keeping minutes
of all Board meetings and committee meetings. During the Year, draft
minutes were normally circulated to Directors for comment within a
reasonable time after each meeting and the final version was open for
Directors’ inspection.

The Company’s Bye-laws contains provisions, with certain permitted
exemptions, requiring Directors to abstain from voting and not to
be counted in the guorum at meetings for approving transactions
in which such directors or any of their respective associates have a
material interest.

Directors’ attendance records

During the Year, the Board held four meetings, two of which were
regular Board meetings for reviewing and approving the financial
and operating performance of the Group. The Company did not
announce its quarterly results and hence did not consider the holding
of quarterly meetings as necessary.
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TEERHRE
THE BOARD (Continued) EES (E)
Board Meetings, Board Committee Meetings and General EEEER EEZEEERRERR
Meetings (Continued) X (&\)
Directors’ attendance records (Continued) BEEHELDL (&)
Provision A.6.7 of the CG Code requires the independent non- PEEARTREAGTIERTE B IEH
executive Directors and other non-executive Directors to attend TESRHEMIERITES B2 INAR T
general meetings of the Company and develop a balanced BREAETHERENERFKEERS
understanding of the views of the shareholders. During the VYear, MR - MNANEE  FEBYIERTES
all the independent non-executive Directors were unable to attend ARERAREEEMEZERLT
the special general meetings of the Company held on 1 April 2016 WABEEFEARATNR-_E—NENAH—
and 19 December 2016 as they had other important business A —ZF—-—R"FE+-A+NLBRTZK
engagements at the relevant time. In addition, an independent non- RERIRKE o kAN — BB IFNITES
executive Director was unable to attend the annual general meeting AR AEEMES  RieHEERNQD TR
of the Company held on 30 June 2016 as he had other business TE-RFAA=ZTHBITCRERST
commitments. For the special general meeting of the Company held Ko —ZBIIERATEST N — B IEH
on 5 August 2016, an independent non-executive Director and a TEERREEEMER  HAReELF
non-executive Director were unable to attend due to other business AANRIRZE—NENARAETZIK
commitments. Save as mentioned above, all non-executive Directors RAFRIRE o R Bl FTIR BN - 2REIE
and independent non-executive Directors attended all general HTESENBYIERTESTHHBEAE
meetings of the Company held during the Year. EARRNRIBITZAEREKRE -
The individual attendance record of each Director at the meetings of LTS ASEENANEERN HENKN
the Board, the Board Committees and at the general meetings of the NnEFTee: LBz KR
Company for the Year is set out below: RAREZak:
Attendance/Number of meetings
held during the tenure of directorship
EEAnZHERE gFKE
Annual
General
Special Meeting
Audit Remuneration General held on
Name of Directors Board Committee Committee Meeting 30 June 2016
R=B-R%F
~A=+H
B3R B2
EEpg gxg ENZ88 gMzEE BEKE RRBEFAE
Executive Directors 78S
- Mr. SUEK Ka Lun, Ernie “BRBELE 4/4 N/A N/A 13 v
(Chairman) (£E) A TEA
~ Mr. SUEK Chai Hong ~HEELE 44 N/A N/A 23 v
(Chief Executive Officer) (7THAE#) NEA NER
Non-executive Directors kHiTES
- Dr. NG Wai Kwan -REHEL 3/4 N/A N/A 3/3 v/
TEA TER
- Mr. CHAN Kwing Choi, Warren —[RIAM K& 4/4 N/A N/A 33 v
TEA TEA
- Mr. WONG Sun Fat -EBNRELE (BREEER 4/4 22 11 213 v
(member of Audiit Committee and HWEEBHE)
Remuneration Committee)
Independent Non-executive Directors BUKBITES
~ Mr. TSE Tin Tai - WRREE 3/4 N/A N/A 13 X
T TEm
—Ms. LUI Lai Ping, Cecily (Chairman of -aB¥ Lt 3/4 12 11 13 v
Audit committee and member of (BRZEETRER
Remuneration Committee) HHEEERE)
— Mr. LEE Kwok Wan (Chairman of —FEERE 3/4 212 11 073 /
Remuneration Committee and (FHES2+ER
member of Audit Committee) ERZEEHE)
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ERERRE

THE BOARD (Continued)
Model Code for Securities Transactions

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as the code of conduct regarding
Directors’ securities transactions.

The Company has made specific enquiry of all Directors and they have
confirmed that they have complied with the required standards set
out in the Model Code throughout the Year.

The Company has also established written guidelines no less exacting
than the Model Code (the “Employees Written Guidelines”) for
securities transactions by employees who are likely to be in possession
of unpublished inside information of the Company.

No incident of non-compliance of the Employees Written Guidelines
was noted by the Company during the Year.

DIRECTORS’ INSURANCE

The Company has arranged for appropriate liability insurance for the
directors and officers of the Group for indemnifying their liabilities
arising from corporate activities. The insurance coverage is reviewed
on an annual basis.

DELEGATION

In practice, the Board takes responsibility for decision making in all
major matters of the Company including the approval and monitoring
of all policy matters, the setting of objectives and overall strategies,
internal controls and risk management systems, material transactions
(in particular those may involve a conflict of interests), appointment
of Directors and other significant financial and operational matters.
The day-to-day management, administration and operation of the
Company are delegated to the senior executives. The delegated
functions and work tasks are periodically reviewed. Approval has to be
obtained from the Board prior to any significant transactions entered
into by these senior executives and the Board has the full support for
them to discharge their responsibilities.
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TRERRE

DELEGATION (Continued) EHEE (F)

All Directors have full and timely access to all relevant information PEEENNERERE—UBMEER -
as well as the advice and services of the Company Secretary, with UERERATMEZEREIRE &k
a view to ensuring that Board procedures and all applicable rules HRENESSHEL—YEARIE
and regulations are followed. Each director is normally able to seek B -FEBEBFRAT  KES—KoJAE
independent professional advice in appropriate circumstances at the et ERERkEBYEEXSR BF
Company's expense, upon making request to the Board. =2 AN/NCIE N

The Board has established three committees, namely, the sEeckT=RAZE2 95 A
Remuneration Committee, the Audit Committee and the Investment ZEe BERLZESAREERLZES
Management Committee for overseeing particular aspects of the NERAKNREFETETRAZER -IEE
Company's affairs. All Board committees are established with defined ELEeYUEMETHESE-

written terms of reference.

Remuneration Committee FHMEEE

The Remuneration Committee comprised two independent non- RAFEL2F FHEEEHMILE Y
executive Directors, namely Mr. LEE Kwok Wan (chairman) and FEHRTESE AIEZHEELE (EHE)EA
Ms. LUI Lai Ping, Cecily, and one non-executive Director, namely Bt UR—HRIFPITES IEH
Mr. WONG Sun Fat throughout the Year, the majority of them was WA ARK KRED K E AB N IEERTT
independent non-executive Directors. EEo

The primary functions of the Remuneration Committee include ML E e EERBEREERITE
making recommendations on the remuneration policy and structure ENEREEBEAB N EEZEEN
and remuneration packages of the executive Directors and the senior HMAhxE-FHEEe BT ETAS
management. The Remuneration Committee is also responsible for BAE 2 2 A Sl 5T 3% 5 7 BN B & 2R
establishing transparent procedures for developing such remuneration BmMERESSETCHBEATE
policy and structure to ensure that no Director or any of his/her 2HEEFTAE2HFMN - BELEE2HWN
associates will participate in deciding his/her own remuneration. TW2REEPRIERNAT ZEEALT
Remuneration of each Director is determined by reference to the BEMNETAEE FTHMEEeEnHE
performance of the individual and the Company as well as market Bl TES 2 HFMESERTIERS
practice and conditions. The Remuneration Committee shall consult HTHRBHZER W REEERS
the Chairman and/or the Chief Executive Officer in relation to its KEESR CBRBAAAT ST

proposals relating to the remuneration of the executive Directors
and have access to professional advice at the Company’s expense, if

necessary.
During the Year, the Remuneration Committee has held one meeting NAEE HWEEeQRIT—INeE
to review the remuneration of the Directors and senior management DRt EERaREEAB ZEHM I
and made recommendation to the Board. BEES= Y=

The written terms of reference for the Remuneration Committee is THMEEe vy EEMBRSEED LEH AN
posted on the websites of the Company (www.newaygroup.com.hk) 7) #8 4k (www.newaygroup.com. hk) & B
and of the Stock Exchange (www.hkexnews.hk) and is available to 22 P48k (www.hkexnews.hk) » B&ER 77 A]
shareholders upon request. BN
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DELEGATION (Continued)
Investment Management Committee

For the purpose of effective and timely management of the
investment matters of the Company, and in order to cope with the
Company’s business development in the future, a committee of the
Board known as Investment Management Committee was established
in March 2014 for identifying, assessing and analysing all investment
opportunities for the Group and to make recommendations on
acquisition or disposal to the Directors from time to time.

The Investment Management Committee comprised five members,
namely Mr. SUEK Ka Lun, Ernie (chairman), Mr. SUEK Chai Hong,
Mr. CHAN Kwing Choi, Warren, Mr. CHOW Yun Cheung, and
Ms. CHEUNG Yuk Shan throughout the Year, all of whom possess
experience and familiarity with financial and investment analysis.

During the Year, the Investment Management Committee has held
two meetings and all members of the Investment Management
Committee attended the meetings.

NOMINATION OF DIRECTORS

The Board has not established a nomination committee at present,
which was in deviation of Provisions A.5.1 to A.5.4 of the CG
Code. The Board is responsible for reviewing the structure, size and
composition of the Board from time to time, and the appointment
and removal of Directors are subject to the Board's collective decision.
The Board will identify individuals suitably qualified to become Board
members when necessary. The Board considers potential directorship
based on the candidate’s qualification, expertise, experience and
knowledge as well as the requirements under the Listing Rules.

CORPORATE GOVERNANCE FUNCTION

The Board has not established a corporate governance committee.
Instead, the full Board is responsible for performing the corporate
governance function such as developing and reviewing the policies
and practices of the Company on corporate governance, reviewing
and monitoring the training and continuous professional development
of the Directors and senior management and the policies and
practices of the Company on compliance with legal and regulatory
requirements and developing, reviewing and monitoring the codes
of conduct applicable to employees and Director. During the Year,
the Board reviewed the Company’s status of compliance with the CG
Code and the disclosure in this Corporate Governance Report.
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EEERHRE

BOARD DIVERSITY

The Board has adopted a board diversity policy on 1 September 2013
(the “Board Diversity Policy”). In assessing the Board composition,
the Board would consider various aspects set out in the Board
Diversity Policy, including but not limited to gender, age, cultural
and educational background, knowledge, professional experience
and skills. The ultimate decision will be based on merit and the
contribution that the selected candidates may bring to the Board.
Despite the Board only consists of one female member, the Board
considers that an appropriate balance of diversity in terms of
experience and knowledge of the Board is maintained.

ACCOUNTABILITY AND AUDIT

Directors’ Responsibilities in respect of Financial
Statements

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the Year.

The Board is responsible for presenting a balanced, clear and
understandable assessment in annual and interim reports, price-
sensitive announcements and other disclosures required under the
Listing Rules and other regulatory requirements.

The management provides such explanation and information to the
Board so as to enable the Board to make an informed assessment
of the financial information put to the Board for approval and the
financial position of the Company.

Risk Management and Internal Control

During the Year, the Group has complied with Provision C.2 of the
CG Code by establishing appropriate and effective risk management
and internal control systems. The management of the Company is
responsible for the design, implementation and monitoring of such
system while the Board oversees the management in performing its
duties on an ongoing basis. Main features of the risk management
and internal control systems are described below:
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Corporate Governance Report
EXRERHRE

ACCOUNTABILITY AND AUDIT (Continued)
Risk Management and Internal Control (Continued)
Risk Management System

The Group adopts a risk management system which manages the risk
associated with its business and operations. The system comprises the
following phases:

o Identification: Identify ownership of risks, business objectives
and risks that could affect the achievement of objectives;

o Evaluation: Analyse the likelihood and impact of risks and
evaluate the risk portfolio accordingly; and

o Management: Consider the risk responses, ensure effective
communication to the Board and monitor the residual risks on
an on-going basis.

Based on the risk assessments conducted during the Year, no
significant risk was identified.

Internal Control System

The Company has in place an internal control system which is
compatible with the Committee of Sponsoring Organizations of
the Treadway Commission (the “COSQO") 2013 framework. The
framework enables the Group to achieve objectives regarding
effectiveness and efficiency of operations, reliability of financial
reporting and compliance with applicable laws and regulations. The
components of the framework are shown as follows:

. Control environment: A set of standards, processes and
structures that provide the basis for carrying out internal
control across the Group;

o Risk assessment: A dynamic and iterative process for
identifying and analysing risks to achieve the Group's
objectives, forming a basis for determining how risks should be
managed;
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Corporate Governance Report
TEERHRE

ACCOUNTABILITY AND AUDIT (Continued)

Risk Management and Internal Control (Continued)

Internal Control System (Continued)

Control activities: Action established by policies and
procedures to help ensure that management directives to
migitgate risks to the achievement of objectives are carried
out;

Information and communication: Internal and external
communication to provide the Group with the information
needed to carry out day-to-day controls; and

Monitoring: Ongoing and separate evaluations to ascertain
whether each components of internal control is present and
functioning.

In order to enhance the Group’s system of handling inside information
and to ensure the truthfulness, accuracy, completeness and timeliness
of its public disclosures, the Group also adopts and implements
an inside information policy and procedures. Certain reasonable
measures have been taken from time to time to ensure that proper
safeguards exist to prevent a breach of a disclosure requirement in
relation to the Group, which include:

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

confidentiality agreements are in place when the Group enters
into significant negotiations; and

the executive Directors are designated persons who speak on
behalf of the Company when communicating with external
parties such as the media, analysts or investors.

Based on the internal control reviews conducted during the Year, no
significant control deficiency was identified.

BEMRES (&
b I R R EE
AEBEZZL (&)

)

(%)

. E1ERE)  BBBER MR HIER
78 UHEREEERERARZM

RIRRER S

. ERREE:RE
A5 B R T
A R

RESREWIT:

B K2 SMNER BB 3B A
BREEEMBN

. EE B MBI EIAREE R

ERESHE A AR
EEER-

RBRIEARNEBREAS

MO REFER

BE R Z T DA

LEREAHABBENEE L EREME.

SE R R A%
PR L R A2 -
HET ARG R

B IR AT
AEBECTRR
REBEND

EEARREREANEEEENKEE

Ko Hp Bk

. BERERZANEHER L ERH

-

2

/
=
=
=

T8 53 W0 ik 1B

BREEE HANNENNE

EHRTHET

. AEEETERBEE @8R

e &

. HITESRRER HTEHRE

EFIHIRALE
BEMEEAL

BREARRARQT

o

RERAFEETHAMER R X

ARERBEREETE-

Neway Group Holdings Limited f 2 £ MiZRER D 7

Annual Report 2016 F #§



Corporate Governance Report

ERERRE

ACCOUNTABILITY AND AUDIT (Continued)
Risk Management and Internal Control (Continued)
Internal Auditors

The Group has an Internal Audit (“IA") function, which consists of
professional staff with relevant expertise (such as Certified Public
Accountant). The IA function is independent of the Group's daily
operation and carries out appraisal of the risk management and
internal control systems by conducting interviews, walkthroughs and
tests of operating effectiveness.

An |IA plan has been approved by the Board. According to the
established plan, review of the risk management and internal control
systems is conducted annually, covering a period of each financial
year and the results are reported to the Board via Audit Committee
afterwards.

Effectiveness of the Risk Management and Internal
Control Systems

The Board is responsible for the risk management and internal control
systems of the Group and ensuring review of the effectiveness of
these systems has been conducted annually. Several areas have
been considered during the Board’s review, which include but are
not limited to (i) the changes in the nature and extent of significant
risks since the last annual review and the Group's ability to respond
to changes in its business and the external environment; and (ii) the
scope and quality of management’s on-going monitoring of risks and
of the internal control systems.

The Board and the IA function had conducted a review of the
effectiveness of the risk management and internal control systems
during the Year. The Board, through its review and the review
made by IA function and Audit Committee, concluded that the
risk management and internal control systems were effective and
adequate. Such systems, however, are designed to manage rather
than eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against
material misstatement or loss. It is also considered that the resources,
staff qualifications and experience of relevant staff were adequate and
the training programs and budget provided were sufficient.
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Corporate Governance Report
TEERHRE

ACCOUNTABILITY AND AUDIT (Continued)
Audit Committee

The Audit Committee comprised two independent non-executive
Directors, namely Ms. LUl Lai Ping, Cecily (chairman) and Mr. LEE
Kwok Wan, and one non-executive Director, namely Mr. WONG Sun
Fat throughout the Year, the majority of them was independent non-
executive Directors (including at least one independent non-executive
Director who possesses the appropriate professional qualifications
or accounting or related financial management expertise). None of
the members of the Audit Committee was a former partner of the
Company'’s existing external auditors.

The written terms of reference for the Audit Committee is posted on
the websites of the Company (www.newaygroup.com.hk) and of the
Stock Exchange (www.hkexnews.hk) and is available to shareholders
upon request.

The main duties of the Audit Committee include the following:

o to review the financial statements and reports of the Company
and consider any significant or unusual items raised by the
Company's staff responsible for the accounting and financial
reporting function and external auditors before submission to
the Board;

o to review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management systems via the IA function and their associated
procedures; and

o to review the relationship with the external auditors by
reference to the work performed by the auditors, their fees
and terms of engagement and make recommendation to the
Board on the appointment, re-appointment and removal of
external auditors.
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Corporate Governance Report
EXRERHRE

ACCOUNTABILITY AND AUDIT (Continued)
Audit Committee (Continued)

During the Year, the Audit Committee has held two meetings and
reviewed the Group's final results and annual report for the Year and
interim results for the six months ended 30 June 2016. The Audit
Committee has also reviewed with the management the Group's
accounting policies, the risk management and internal control
systems via the IA function and the effectiveness of the Company’s
internal audit function, discussed auditing, internal controls and
financial reporting matters of the Group, reported to the Board on
material issues, if any, and made recommendations to the Board.
It has also reviewed the work performed and fees charged by the
external auditors and made recommendation to the Board on the re-
appointment of external auditors.

The Company's final results for the Year have also been reviewed
by the Audit Committee. There is no material uncertainties relating
to events or conditions that may cast significant doubt on the
Company's ability to continue as a going concern.

There is no disagreement between the Board and the Audit
Committee regarding the selection and appointment of external
auditors.

External Auditors and Auditor’s Remuneration

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 94 to 101.

For the Year, the remuneration paid/payable to the external auditors
of the Company in respect of audit services and non-audit services
amounted to HK$1.7 million and HK$0.8 million respectively. The
non-audit services charged by the external auditors of the Company
for the Year included (i) interim review of the financial statements of
the Company for the six months ended 30 June 2016; (ii) filling of
tax return of the Company and its subsidiaries; and (iii) professional
services rendered on the major acquisition of the Company during the
Year.
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Corporate Governance Report
TEERHRE

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

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

The Company continues to enhance communications and
relationships with its investors. Designated senior executives maintain
regular dialogue with institutional investors and analysts to keep them
abreast of the Company’s developments. Investors may write directly
to the Company at the principal place of business in Hong Kong for
any enquiries. Enquiries from investors are dealt with in an informative
and timely manner.

The general meetings of the Company provide a forum for
communication between the Board and the shareholders. The
Company encourages its shareholders to attend general meetings
to ensure a high level of accountability to the shareholders and
for the shareholders to stay informed of the Group’s strategy and
goals. External auditors, the Chairman as well as the chairmen of
the Remuneration Committee and the Audit Committee or, in their
absence, other members of the respective committees, normally
attend the annual general meeting and other relevant general
meetings to answer questions from the shareholders.

Pursuant to Bye-law 58 of the Company’s Bye-laws, shareholders of
the Company 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, to require a special general meeting to be called by the
Board for the transaction of any business specified in such requisition;
and such meeting shall be held within two months after the deposit
of such requisition. If within 21 days of such deposit the Board fails
to proceed to convene such meeting the requisitionists themselves
may do so in accordance with the provisions of Section 74(3) of the
Companies Act 1981 of Bermuda, as amended from time to time. The
written requisition must state the objects of the meeting, and must be
signed by the relevant shareholder(s) and deposited to the Company
Secretary at the Company'’s principal place of business.
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Corporate Governance Report
EXRERHRE

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS (Continued)

Pursuant to the Companies Act 1981 of Bermuda, (i) shareholders
representing not less than one-twentieth of the total voting rights
of all shareholders having a right to vote at the general meeting;
or (ii) not less than one hundred shareholders, can submit a written
requisition stating the resolution which is intended to be moved
at a general meeting, or to submit a statement of not more than
one thousand words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at that meeting.

Shareholders who wish to put forward any enquiry to the Board
may send such written enquiry to the Company'’s principal place of
business in Hong Kong, to the attention of the Company Secretary.

The Company’s branch share registrar and transfer office in Hong
Kong, Tricor Secretaries Limited, deals with shareholders’ questions on
their shareholdings and related share registration matters.

SHAREHOLDERS' RIGHTS

To safeguard the shareholders’ interests and rights, separate
resolutions are proposed at general meetings on each substantially
separate issue, including the election of individual Directors.

All resolutions put forward at a general meeting will be taken by poll
pursuant to the Listing Rules and poll results will be posted on the
websites of the Company (www.newaygroup.com.hk) and of the
Stock Exchange (www.hkexnews.hk) after the general meeting.

CONSTITUTIONAL DOCUMENTS

During the Year, there was no significant change in the Company’s
constitutional documents.
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Biographical Details of Directors and Senior Executives

EERSRITHRAEZEE

EXECUTIVE DIRECTOR

Mr. SUEK Ka Lun, Ernie, aged 38, was appointed as the Chairman
since August 2009. He has been an executive Director since July
2004 and the chief executive officer of the Company from November
2007 to 31 August 2009. Mr. SUEK Ka Lun, Ernie obtained an
EMBA degree and a master degree in marketing from the Chinese
University of Hong Kong in 2008 and 2003 respectively. He had two
years of experience in investment banking and subsequently moved
to commercial sector and has been a director of a private company
for two years. Mr. SUEK Ka Lun, Ernie possesses sophisticated and
professional management experience and is familiar with investment
analysis. He is responsible for monitoring the Group’s business
development and to search for business opportunities in the PRC
market and overseas. Mr. SUEK Ka Lun, Ernie has not entered into any
service contract with the Company and there is no designated length
of service. Mr. SUEK Ka Lun, Ernie is entitled to receive a remuneration
of HK$2,100,000 per annum.

Mr. SUEK Ka Lun, Ernie is the nephew of Mr. SUEK Chai Hong, an
executive Director and the Chief Executive Officer and Dr. NG Wai
Kwan, a non-executive Director.

Mr. SUEK Ka Lun, Ernie, is a director of CNA Company Limited, which
had an interest in the shares and underlying shares of the Company
which would fell to be disclosed to the Company under the provisions
of Divisions 2 and Divisions 3 of Part XV of the Securities and Futures
Ordinance.

Mr. SUEK Chai Hong, aged 55, was appointed as the Chief Executive
Officer since August 2009, he has been an executive Director since
1992. Mr. SUEK Chai Hong obtained a bachelor degree of Business
Administration in Finance from York University, Canada, he has more
than 25 years of experience in marketing and is responsible for
running the Company’s businesses and developing and implementing
the Group's strategic plans and business goals. Mr. SUEK Chai Hong
has not entered into any service contract with the Company and there
is no designated length of service. Mr. SUEK Chai Hong is entitled to
receive a remuneration of HK$1,260,000 per annum.

Mr. SUEK Chai Hong is the uncle of Mr. SUEK Ka Lun, Ernie, an
executive Director and the Chairman.
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Biographical Details of Directors and Senior Executives

EERSRITHRAEZEE

NON-EXECUTIVE DIRECTORS

Dr. NG Wai Kwan, aged 67, was appointed as an non-executive
Director in March 2007. Dr. NG Wai Kwan holds an engineering
doctorate degree from the University of Warwick in the United
Kingdom. Dr. NG Wai Kwan has over 30 years’ experience in
procurement, logistic planning, and executive and leadership
development.

Pursuant to a letter of appointment entered into between Dr. NG
Wai Kwan and the Group, Dr. NG Wai Kwan was appointed for a
specific term of three years commenced from 1 April 2016 until 31
March 2019. Dr. NG Wai Kwan is entitled to receive a remuneration of
HK$100,000 per annum.

Dr. NG Wai Kwan is the uncle of Mr. SUEK Ka Lun, Ernie, an executive
Director and the Chairman.

Mr. CHAN Kwing Choi, Warren, aged 65, was appointed as an
independent non-executive Director in February 2002 and was re-
designated as a non-executive Director in November 2007. Mr.
CHAN Kwing Choi, Warren is a fellow member of the Hong Kong
Institute of Certified Public Accountants and the Chartered Institute
of Management Accountants (UK) and an associate member of the
Institute of the Chartered Accountants in England and Wales, the
Institute of Chartered Secretaries & Administrators (UK), the Hong
Kong Institutes of Chartered Secretaries and the Chartered Global
Management Accountants.

Mr. CHAN Kwing Choi, Warren has over 30 years of experience
in financial management, corporate administration and corporate
finance in several multinational corporations and listed public
companies.

Pursuant to a letter of appointment entered into between
Mr. CHAN Kwing Choi, Warren and the Group, Mr. CHAN
Kwing Choi, Warren is appointed for a specific term of three
years commenced from 1 April 2016 until 31 March 2019.
Mr. CHAN Kwing Choi, Warren is entitled to receive a remuneration of
HK$150,000 per annum.
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Biographical Details of Directors and Senior Executives

EERSRITRAE ZEE

Mr. WONG Sun Fat, aged 61, was appointed as an independent
non-executive Director from December 1994 to August 2009 and
was re-designated as a non-executive Director in August 2009. He is
currently a member of the Audit Committee and the Remuneration
Committee. Mr. WONG Sun Fat holds a Bachelor degree of Arts from
The University of Hong Kong and has over 30 years of experience in
electronic products business and has vast experience in manufacturing
operations.

Pursuant to a letter of appointment entered into between Mr. WONG
Sun Fat and the Group, Mr. WONG Sun Fat was appointed for a
specific term of three years commenced from 1 April 2016 until 31
March 2019. Mr. WONG Sun Fat is entitled to receive a remuneration
of HK$100,000 per annum.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. TSE Tin Tai, aged 53, was appointed as an independent non-
executive Director in August 2006. He holds a Bachelor of Business
Administration degree from York University, Canada and has over
20 years' experience in sales and marketing field in information
technology related companies.

Pursuant to a letter of appointment entered into between Mr.
TSE Tin Tai and the Group, Mr. TSE Tin Tai was appointed for a
specific term of three years commenced from 1 April 2016 until 31
March 2019. Mr. TSE Tin Tai is entitled to receive a remuneration of
HK$100,000 per annum.

Ms. LUI Lai Ping, Cecily, aged 52, was appointed as an
independent non-executive Director in August 2009. Ms. LUl Lai
Ping, Cecily holds a master degree of science in accountancy and a
master degree in business administration. She is a fellow member
of the Institute of Public Accountants, the Institute of Financial
Accountants and the Institute of Certified Management Accountants
and also an associate member of the Association of International
Accountants. Ms. LUl Lai Ping, Cecily has more than 15 years’
experience in financial management, financial accounting, human
resources management and company secretarial field. She is currently
manager of a sizeable company in Hong Kong, overseeing the
company'’s financial and human resources management and company
secretarial affairs.
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Biographical Details of Directors and Senior Executives
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Pursuant to a letter of appointment entered into between
Ms. LUI Lai Ping, Cecily and the Group, Ms. LUI Lai Ping, Cecily was
appointed for a specific term of three years commenced from 1 April
2016 until 31 March 2019. Ms. LUI Lai Ping, Cecily is entitled to
receive a remuneration of HK$100,000 per annum.

Mr. LEE Kwok Wan, aged 49, was appointed as an independent
non-executive Director in April 2013. Mr. LEE Kwok Wan holds a
MBA degree in Business Administration and a bachelor’s degree
in the Commerce and Accountancy and is an associate member of
the Hong Kong Institute of Certified Public Accountants, the CPA
Australia, the Institute of Chartered Secretaries and Administrators
and The Hong Kong Institute of Chartered Secretaries. Mr. LEE
Kwok Wan has more than 15 years of accounting and management
experience. He is the chief financial officer of a sizable company
in Hong Kong engaging in the manufacturing of watches. He was
appointed as the company secretary of the Company from March
2007 to May 2008.

Pursuant to a letter of appointment entered into between Mr. LEE
Kwok Wan and the Group, Mr. LEE Kwok Wan was appointed for a
specific term of three years commenced from 5 April 2016 until 4
April 2019. Mr. LEE Kwok Wan is entitled to receive a remuneration of
HK$100,000 per annum.

As at 31 December 2016, each of Mr. SUEK Ka Lun, Ernie, Mr.
SUEK Chai Hong, Dr. NG Wai Kwan and Mr. WONG Sun Fat had an
interest in the shares and underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 7 and 8 of Part XV of the Securities and Futures Ordinance
(Cap.571, Laws of Hong Kong). For further details, please refer to the
paragraphs headed “Directors’ interests in shares, underlying shares
and debentures” of the Directors’ Report contained herein.
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ALTERNATE DIRECTOR

Mr. LAU Kam Cheong, aged 54, was appointed as the alternate
Director to Dr. NG Wai Kwan, a non-executive Director, in July 2008.
He is a manager of Delight Source Limited. Mr. LAU Kam Cheong
joined the Group in 2001. He holds a master degree in Business
Administration and a master degree in Professional Accounting from
The Open University of Hong Kong. He is a member of the Chartered
Institute of Marketing in the United Kingdom and has over 25 years of
experience in management, sales and marketing.

SENIOR EXECUTIVES

Ms. NG Wai Chi, aged 57, has over 30 years of experience in label
and silkscreen printing. She is the vice president of Chung Tai Printing
Company Limited and Chung Tai Printing (China) Company Limited.
Ms. NG Wai Chi is responsible for the corporate social responsibility
and quality management of the Group.

Mr. WAN Kwok Leung, Nicholas, aged 37, is a director of various
companies under the Music and Entertainment Business of the
Group, he was the human resources manager of Neway Karaoke Box
Limited for the period from 2001 to 2007 before being appointed
as an executive director thereof. Mr. WAN Kwok Leung, Nicholas has
over 15 years of experience in the related fields of management and
holds a bachelor’s degree in human resources management from
Hong Kong Baptist University and a master of science degree of
management from The Hong Kong Polytechnic University.
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Directors’ Report

EEERE

The board (the “Board”) of directors (the “Directors”) of Neway
Group Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”) present its annual report for the year
ended 31 December 2016 (the “Year”). All cross-references
mentioned in this Directors’ Report form part of this Directors’ Report.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. During the Year,
the principal activities of the Group include (i) gaming business; (ii)
money lending; (iii) manufacturing and sales of printing products; (iv)
artistes management, production and distribution of music albums
and movies; (v) property development and investment; (vi) securities
trading; and (vii) trading of printing products. The principal activities
and other details of the principal subsidiaries of the Company are set
out in note 47 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and other comprehensive income on pages
102 to 103.

No interim dividend of was paid, declared or proposed during the
Year.

The Board did not recommend the payment of a final dividend for the
Year (Year ended 31 December 2015 (“Year 2015"): nil).

BUSINESS REVIEW

A review of the Group’s businesses with analysis using key
performance indicators, the particulars of important events
affecting the Group after the reporting period and the likely future
development of the Group are set out in the section headed
“Management Discussion and Analysis” on pages 4 to 29.
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Directors’ Report
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PROPERTY, PLANT AND EQUIPMENT

The Group acquired property, plant and equipment during the Year
at an aggregate cost of approximately HK$6.9 million in order to
increase its production capacity. Details of such acquisitions and
other movements in the property, plant and equipment of the Group
during the Year are set out in note 14 to the consolidated financial
statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 35 to
the consolidated financial statements.

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Year.

ISSUE OF SHARES

On 11 October 2016, an aggregate of 42,270,000 placing shares
were allotted and issued pursuant to the September Placing, details of
which are set out in the paragraphs headed “Fund Raising Activity”
on pages 23 to 24. Save for the September Placing, the Company has
not issued any shares or debentures during the Year.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the reserves of the Company available for
distribution to shareholders were approximately HK$655.7 million,
calculated in accordance with the Companies Act 1981 of Bermuda.
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the past five financial years is set out on page 236.

DIRECTORS

The Directors during the Year and up to the date of this report were:

Executive Directors:

Mr. SUEK Ka Lun, Ernie
Mr. SUEK Chai Hong

(Chairman)
(Chief Executive Officer)

Non-executive Directors:

Dr. NG Wai Kwan (alternate Director:

Mr. LAU Kam Cheong)
Mr. CHAN Kwing Choi,

Warren

Mr. WONG Sun Fat

Independent non-executive Directors:

Mr. TSE Tin Tai
Ms. LUI Lai Ping, Cecily
Mr. LEE Kwok Wan

In accordance with Bye-law 87(1) of the Company’s bye-laws (the
“Bye-laws”), Mr. SUEK Chai Hong, Dr. NG Wai Kwan and Ms. LUI
Lai Ping, Cecily will retire at the forthcoming annual general meeting
(the “"AGM") of the Company. Mr. SUEK Chai Hong and Dr. NG Wai
Kwan, being eligible, will offer themselves for re-election at the AGM
pursuant to Bye-law 87(2) whilst Ms. LUI Lai Ping, Cecily has indicated
that she will not offer herself for re-election at the AGM.

DIRECTORS’ SERVICE CONTRACTS

No Director being proposed for re-election at the AGM has a
service contract which is not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2016, the interests of the Directors and chief
executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations, as
recorded in the register maintained by the Company pursuant to
Section 352 of the Securities and Futures Ordinance, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers,
were as follows:

(i) Long positions of ordinary shares of HK$0.01 each
of the Company

ESERKRGO  HERORESF
Z R

BE-_ZT—X"F+-A=+—HI1" &
RAZEBERERITHRABREAAT R
HigwnEE 2 ity - AR H RESHF
AR LNBIREE S K E K 5352
EFE 2 BRMATREs iR IE FhE
TAEZETBEHFRZHNREST A
GARRNRIRB R 2SN

() A2FEREEO1ETZ
EBRzHR

Percentage of

the issued

Number of share capital
ordinary  of the Company

Name of director Capacity shares held HARQT ST
BEENA g1 BEEBERYE BABF DL
Mr. SUEK Ka Lun, Ernie Beneficiary of a trust (Note) 39,872,000 15.72%
BEsEh LA ErEXmA (MiE)

Mr. SUEK Chai Hong Beneficial owner 700,000 0.28%
BEESTAE EmEAA

Dr. NG Wai Kwan Beneficial owner 8,000 0.01%
REHELT E=BEAA

Mr. WONG Sun Fat Beneficial owner 100,000 0.04%
=R AE EmBEEA

Note:  These shares are beneficially owned by CNA Company Limited
("CNA") which in turn is beneficially owned by the Preserve
Capital Trust, a discretionary trust set up by Mr. SUEK Ka Lun,
Ernie, the beneficiaries of which include certain family member
of Mr. SUEK Ka Lun, Ernie and a charitable institution set up in
Hong Kong.

Wi ZERHBIIACNA Company
Limited ([CNA 1) Bz % A » il 5%
‘A7) Bl Preserve Capital Trust (—
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B)ERMER-
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DIRECTORS’ INTERESTS IN SHARES AND

UNDERLYING SHARES (Continued)

(if)

Other than as disclosed above, none of the Directors nor chief
executive of the Company had any interests or short positions in any
shares, underlying shares and debentures of the Company or any of

Long positions of shares in associated corporations

As at 31 December 2016, CNA beneficially owned deferred
non-voting shares in the following subsidiaries of the

Company:

Name of subsidiary

EERRGD HEHBERORESP

2 (&)

(i) REEEIZEROZHE
BHE_T—R"F+-_A=+—H
LE CNAESBA AR AR TIHE
RRAZERERRLER:

Number of deferred
non-voting shares held

MEARERE BFEEREEEZREA
New Box Mini Storage Limited 2
hREIMEBR AR

Chung Tai Printing (China) Company Limited 100
RREIR (R ED) ARA A

Chung Tai Printing Company Limited 3,000
FREIRIBR A A

Profit Link Investment Limited 2
RPRIREEERBRAA]

The Greatime Offset Printing Company Limited 9,500

R EN R B R 2 7]

The rights and restrictions of such deferred non-voting shares
are set out in note 47 to the consolidated financial statements.

its associated corporations as at 31 December 2016.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2016

ZEBRREREBI S 2N MR
b BN AR A B TS R P 247 o

BEXHHEBEEN BE-T—AF
+-A=+—Bi HEALAZEE
o, 8 717 B A B AN 2% B 3 4 47 AR
2 AF AR - ABRIR 1R 8 5 o
AT RAE -



Directors’ Report

EEERE

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2016, the interests or short positions of the
substantial shareholders (other than the Directors or chief executive
of the Company) in the shares and underlying shares of the Company
as recorded in the register maintained by the Company pursuant to
Section 336 of the Securities and Futures Ordinance were as follows:

Long Positions

FERRK
BE-_ET—XE+-A=t+—H1*
ERB(RARRZEETHEBHITHAE
BN AR R RIRBE S M EIEAIE
36$KFEZELMP TR Z AR A
& RAEBER D ERSAR T

wr

Percentage of

the issued

Number of share capital
ordinary  of the Company

Name of shareholder Capacity shares held HERLTE BT

RREH ) BEERERHA [ N= i

CNA’ Beneficial owner 39,872,000 15.72%
E=BEAA

Fiducia Suisse SA Trustee 39,872,000° 15.72%
ZFEA

David Henry Christopher Hill Interest in a controlled corporation 39,872,000° 15.72%
PR HEE 2

Rebecca Ann Hill® Interest of spouse 39,872,000° 15.72%
Fic 18 42

Notes: Bit -

1. CNA is beneficially owned by the Preserve Capital Trust, a discretionary 1. CNAF Preserve Capital Trust (—IE AR

trust set up by Mr. SUEK Ka Lun, Ernie, the beneficiaries of which
include certain family member of Mr. SUEK Ka Lun, Ernie and a
charitable institution set up in Hong Kong.

2. These 39,872,000 shares duplicate with those held by CNA.

3. Spouse of Mr. David Henry Christopher Hill.

Save as disclosed above, the Directors are not aware of any other
persons who had any interests or short positions in the shares
or underlying shares of the Company as recorded in the register
maintained by the Company pursuant to Section 336 of the Securities
and Futures Ordinance.

BEERY 2 2REFT AR ABRE
BEBEEETHREKE R —RRBEBRL
MASHE) ExES-

2. 2.5539,872,000/% & 17 HE HCNAK B 2 A
— AR o
3. David Henry Christopher Hill %t 4 2 B2 (& »

R EXFIEBEEIN EEHMAIATEE
A E Al A £ R AR BB kAR A {0
BEARRAIREE 7 LB HRPIF336
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AN
B e

Neway Group Holdings Limited f 2 £ MiZRER D 7
Annual Report 2016 F #§



Directors’ Report

EEERE

SHARE OPTION SCHEME

On 13 February 2014, a share option scheme (the “Share Option
Scheme”) was approved by shareholders of the Company and
adopted by the Company. Unless otherwise cancelled or amended,
the Share Option Scheme will remain in force for a period of 10
years commencing on the date on which the Share Option Scheme is
adopted.

The purpose of the Share Option Scheme is to enable the Company to
grant options to eligible participants as incentives or rewards for their
contribution to the Group and/or to enable the Group to recruit and
retain high-calibre employees and attract human resources that are
valuable to the Group and any invested entity

The Directors may, subject to the provisions of the Share Option
Scheme and the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”), invite any
person belonging to any of the following classes of participants to
take up the options:

(a) any employee (whether full time or part time, including any
executive director but excluding any non-executive director) of
the Company, any subsidiary or any invested entity;

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

(0) any supplier of goods or services to any member of the Group
or any invested entity;

(d) any customer of any member of the Group or any invested
entity;

(e) any person or entity that provides research, development or
other technological support to any member of the Group or
any invested entity;

(f) any shareholder of any member of the Group or any invested
entity or any holder of any securities issued by any member of
the Group or any invested entity;

(9) any adviser (professional or otherwise) or consultant to any
area of business or business development of any member of
the Group or any invested entity; and
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SHARE OPTION SCHEME (Continued)

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

and, for the purposes of the Share Option Scheme, the offer may
be made to any company wholly owned by one or more persons
belonging to any of the above classes of eligible participants.

The total number of shares which may be allotted and issued upon
exercise of all options to be granted under the Share Option Scheme
and any other share option schemes of the Group must not in
aggregate exceed 10% of the aggregate number of issued shares
of the Company at the day on which the Share Option Scheme was
adopted which was 10,193,545 shares (restated to reflect the share
consolidation effected on 5 April 2016), representing approximately
4.02% of the issued share capital of the Company as at the date of
this report. The maximum number of shares which may be allotted
and issued upon exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme and any other
share option schemes of the Group must not in aggregate exceed
30% of aggregate number of issued shares of the Company (or the
subsidiaries) from time to time.

The total number of shares issued and to be issued upon exercise
of the options granted under the Share Option Scheme and any
other share option schemes of the Group to each participant in any
12-month period shall not exceed 1% of the aggregate number
of issued shares of the Company for the time being. Share options
granted to a Director, chief executive or substantial shareholder of
the Company or any of their respective associates must be approved
by the independent non-executive Directors (excluding independent
non-executive Director who is a grantee of the options). Where any
grant of options would result in the shares issued or to be issued upon
exercise of all options already granted to a substantial shareholder
or an independent non-executive Director or any of their respective
associate in excess of 0.1% of the aggregate number of issued shares
of the Company and having an aggregate value, based on the closing
price of the shares at the date of grant, in excess of HK$5 million in
the 12-month period up to and including the date of such grant, such
further grant of options must be approved by the shareholders of the
Company in general meeting.
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SHARE OPTION SCHEME (Continued)

The subscription price for shares under the Share Option Scheme
shall be a price determined by the Directors, but shall not be less
than the higher of (i) the closing price of shares of the Company as
stated in the Stock Exchange’s daily quotations sheet on the offer
date, which must be a business day; (ii) the average closing price of
shares as stated in the Stock Exchange's daily quotations sheets for
the five business days immediately preceding the offer date; and (iii)
the nominal value of the shares. A nominal consideration of HK$1.00
is payable on acceptance of the grant of an option.

An option may be accepted by a participant within 21 days from the
date of the offer for grant of the option.

Unless otherwise determined by the Directors and stated in the offer
for the grant of options to grantees, there is no performance target
and no minimum period for which an option must be held before it
can be exercised under the Share Option Scheme.

No dividend will be payable and no voting rights will be exercisable in
relation to an option that has not been exercised.

During the Year, no share option was granted, exercised, cancelled
or lapsed under the Share Option Scheme. There was no outstanding
share option under the Share Option Scheme as at 1 January 2016
and 31 December 2016.

EQUITY-LINKED AGREEMENTS

Save as disclosed above relating to the Share Option Scheme and
the placing agreement for the September Placing, no equity-linked
agreements were entered into by the Group during the Year or
subsisted at the end of the Year.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

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

COMPETING INTERESTS

The spouse of Mr. SUEK Ka Lun, Ernie is a shareholder of a private
company which is principally engaged in artiste management
business. Save as aforesaid, as at 31 December 2016, none of the
Directors and their respective close associates had any business or
interests in a business which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 41(a) to the consolidated financial
statements, the paragraphs headed “Material Acquisition of a
Company during the Year” on page 27 to 28 and the paragraphs
headed “Continuing Connected Transactions” below, none of the
Directors or an entity connected with a Director had a material
interest, whether directly or indirectly, in any transaction, arrangement
or contract of significance subsisting as at the end of the Year or at
any time during the Year.

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

CONTINUING CONNECTED TRANSACTIONS

During the Year, the Group has engaged in certain continuing
connected transactions, details of which are set out below:

Exempt Continuing Connected Transactions
1. Sharing of office

Neway Entertainment Limited and/or its subsidiaries (the
“Neway Entertainment Group”) (being wholly-owned
subsidiaries of the Company) entered into a licence agreement
with Neway Karaoke Box Limited (the “Neway Karaoke Box")
pursuant to which Neway Karaoke Box agreed to grant a
license to Neway Entertainment Group to occupy and use
certain areas at Unit 801-2, 8/F East Ocean Centre, 98
Granville Road, Tsim Sha Tsui East, Kowloon, Hong Kong (the
"Office”) at a license fee of HK$30,000 per month for a term
commencing on 1 April 2015 and ending on 31 March 2016.
Such licence agreement was renewed for a term commencing
on 1 April 2016 and ending on 31 March 2017.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Exempt Continuing Connected Transactions (Continued)

1.

Sharing of office (Continued)

Neway Entertainment Group is currently occupying the Office
as its head office. The license fee was determined after arm’s
length negotiation between the parties having regard to the
prevailing market rates of similar commercial properties in the
same vicinity.

Neway Karaoke Box is indirectly wholly-owned by a
discretionary trust for the benefits of Dr. SUEK Chai Kit,
Christopher and his family members (the “SUEK Family”).

Sale of goods

During the Year, Chung Tai Printing (China) Company Limited
sold certain goods to a company of which Dr. SUEK Chai Kit,
Christopher, the father of Mr. SUEK Ka Lun, Ernie, an executive
Director and the chairman of the Company, is one of the
ultimate beneficial owners.

The above transactions constitute continuing connected
transactions of the Company during the Year. Since all the
applicable percentage ratios are less than 5% and the total
consideration of each of the respective transactions is less than
HK$3,000,000, each of the above transactions is exempted
from reporting, announcement and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions

1.

Provision of the promotion services and
distribution of licensed content

Neway Entertainment Group has been providing services
(including promotion services and distribution of licensed
content in the form of karaoke music videos) to the karaoke
outlets operated by Neway Karaoke Box and its subsidiaries
(the “Neway Karaoke Box Group”) (the “Services”). Such
transactions constitute continuing connected transaction
of the Company. On 31 March 2015, a renewed master
agreement (the “Master Agreement”) was signed by the
parties to continue the provision of the Services for a term
commencing from 1 April 2015 and ending on 31 December
2017.

Parties

(A) Neway Entertainment Limited (for itself and on behalf
of other members of Neway Entertainment Group).
Neway Entertainment Limited and its subsidiaries are
wholly-owned subsidiaries of the Company; and

(B) Neway Karaoke Box (for itself and on behalf of
other members of Neway Karaoke Box Group).
Neway Karaoke Box is indirectly wholly-owned by
a discretionary trust for the benefits of members of
SUEK Family, and therefore, a connected person of the
Company.

Term

Commenced on 1 April 2015 and ending on 31 December
2017.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

1. Provision of the promotion services and
distribution of licensed content (Continued)

Terms and fees

The term of the Master Agreement are on normal commercial
terms and are determined by Neway Entertainment Limited
and Neway Karaoke Box on arm’s length basis.

Under the Master Agreement,

(i) terms of the provision of the Services shall be
mutually agreed on a case by case basis and shall not
be more favourable than those provided by Neway
Entertainment Group to independent third parties;

(i) the exact fee charged for each provision of promotion
services (the “Service Fee”) shall be determined based
on commercial negotiation, making reference to the
type of promotion services to be provided, the working
hours, skills and popularity required of the artistes;

(i) the exact fee charged for each provision and
distribution of licensed content in the form of karaoke
music videos to the karaoke outlets operated by the
Neway Karaoke Box Group (the “License Fee”) shall
be determined based on the number of karaoke music
videos and popularity required of the artistes; and

(iv) the relevant member of Neway Karaoke Box Group
shall make payment of the Service Fee and/or License
Fee within 30 days after the receipt of the debit note
issued by the relevant member of Neway Entertainment
Group from time to time.

During the Year, the Licensed Fee charged by Neway
Entertainment Group to Neway Karaoke Box Group was
HK$1,690,000 (Year 2015: HK$2,130,000).
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

1. Provision of the promotion services and
distribution of licensed content (Continued)

The annual caps of the fees for the provision of the Services
payable by Neway Karaoke Box Group under the Master
Agreement are set out as follows:

For the year ended 31 December 2015 HK$9,000,000
For the year ending 31 December 2016 HK$9,000,000
For the year ending 31 December 2017 HK$9,000,000

The annual cap amounts are determined by reference to,
among other things, historical figures of the Services Fee
and Licensed Fee charged by Neway Entertainment Group to
Neway Karaoke Box Group and the projected development
and promotion plan of Neway Entertainment Group and
Neway Karaoke Box Group.

Announcements were published on the websites of the Stock
Exchange and of the Company on 19 March 2012 and 31
March 2015 regarding this non-exempt continuing connected
transaction in accordance with the Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

2.

Lease of commercial properties in Hong Kong

During the Year, the Group acquired the entire issued share
capital of Supreme Cycle Inc. (“Supreme Cycle”), details
of which are set out in the paragraphs headed “Material
Acquisition of a Company during the Year” on pages 27 to 28.

The principal activities of Supreme Cycle are investment
holding and property investment and its principal assets
are the commercial properties situated in Yuen Long, Hong
Kong (the “Yuen Long Properties”). Pursuant to the tenancy
agreement (the “Tenancy Agreement”) dated 16 March 2016
entered into between Supreme Cycle as landlord and Well
Dragon Limited (“Well Dragon”) as tenant, the Yuen Long
Properties, namely units 21, 22, 23, 41 and 77 of 1/F and the
whole of 3/F, Hop Yick Commercial Centre (Phase 1), No. 33
Hop Choi Street, Yuen Long, New Territories, Hong Kong have
been leased to Well Dragon for an initial term of three years
from 16 March 2016 to 15 March 2019. Since Well Dragon
is wholly owned by a trustee on trust for a discretionary trust
of which Mr. SUEK Ka Lun, Ernie is one of the discretionary
objects, Well Dragon is a connected person of the Company
under the Listing Rules and the transaction contemplated
under the Tenancy Agreement became a continuing connected
transaction of the Company under the Listing Rules upon
completion of the acquisition on 30 November 2016.

Neway Group Holdings Limited F 2 £ MiZR G R D 7

Annual Report 2016

RHERERS (&)

TEREEEBRERS (&)

2.

REBHEBHAYRE

RAFEE  NEEWRHESupreme
Cycle Inc. ([Supreme Cycle |) &Y
EHEBETRA FHEHNFE27
BEF28EERIAFEH—MH
DA ERNYE] ZE&-

Supreme Cycle? EZEB AR E
EREMERE HXEZEEER
NREBTHzERWE ([7TH
ME ) o iR & Supreme CyclefEA
ExrmEEEERAR ([#E])
EBMRFIIYBMAE-T—X &
A+ "BzHERZ ([AEH
&) TR (AEEFAT
BAE R E33tammESR O (I5)
— 212223 41 RTTHRE
E=I1E2E)EMRE TH#EE ¥
TEFERR=ZF BT —RF=
A+X<BE-_ET—hF=A+HA
He AR ERETBHEEEEZTA
ERE MERBTERZES
mAZ— Bt RELETRA
ERANRRIMBEEAL  BRIE
FHRA REEBEER =T —
F+—A=+tHZEK% RRHEE
BERBETZRIKNABERFZ



Directors’ Report

EEERE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

2.

Lease of commercial properties in Hong Kong
(Continued)

Principal terms

The terms of the Tenancy Agreement were determined after
arm’s length negotiations between the parties thereto. The
principal terms of the Tenancy Agreement are set out below:

Use: Operation of a karaoke outlet or related business
ancillary to karaoke operations conducted by Well
Dragon and its affiliated companies.

Term: A fixed term of three years commencing from 16
March 2016 to 15 March 2019 (both days inclusive)
(the “Initial Term”) with two options of renewal for
two further terms of three years respectively.

Subject to the terms and conditions of the Tenancy
Agreement, Well Dragon has an option to renew
the tenancy for a further term of three years from
the expiration of the Initial Term (the “First Renewal
Term”) by giving Supreme Cycle prior written notice
not less than six months before the expiration of the
Initial Term.

Subject to the terms and conditions of the tenancy
agreement for the First Renewal Term, Well Dragon
has an option to renew the tenancy for a further
term of three years from the expiration of the First
Renewal Term (the “Second Renewal Term”) by giving
Supreme Cycle prior written notice not less than six
months before the expiration of the First Renewal
Term.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

Non-exempt Continuing Connected Transactions

(Continued)

2. Lease of commercial properties in Hong Kong
(Continued)

Principal terms (Continued)

Rent:

For the Initial Term, a monthly rent of HK$370,000
exclusive of rates, government rent, management fee
and air-conditioning expense.

For the First Renewal Term, a monthly rent as agreed
by the Target and the Tenant and in any event the
increase of monthly rent shall be within a range of
0% to 10% of the monthly rent of the Initial Term.

For the Second Renewal Term, a prevailing market
rent to be agreed by the Target and Tenant and in
the absence of agreement, to be determined by an
independent surveyor nominated by the president of
the Hong Kong Institute of Surveyors.

The monthly rent under the Tenancy Agreement was
arrived at after arm’s length negotiations between
the parties thereto with reference to the prevailing
market rents in the same district.

During the Year, the rental income charged by the
Group to Well Dragon was HK$370,000.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

2.

BHERERS (&)
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Lease of commercial properties in Hong Kong 2. REBHEBEHYS:E (&)
(Continued)
Annual caps FJEFR
The annual caps for the transactions contemplated under the BIEHERERETIRSNF
Tenancy Agreement are set out below: E FREFH T :
For the year Annual Caps
ending 31 December amount
BE+-_A=+—RHLFE FELRSHE
(HK$)
()
2016 —E—RF 3,515,000
2017 —E—+F 4,440,000
2018 —E-N\F 4,440,000
2019 —NEF 4,791,500
2020 —EEF 4,884,000
2021 —E-—%F 4,884,000
2022 S 5,270,650
2023 =% 5,372,400
2024 —TWEF 5,372,400
2025 —T-hF 1,119,250
The above annual caps are determined based on the rental L FE ERITIERSupreme
income receivable by Supreme Cycle from Well Dragon under Cycleﬂ‘EﬁzﬂEﬁEETﬁ% % E W HERE 2 FR
the Tenancy Agreement taking into account the maximum SWAMETE 4P E T MBEA
10% increment of the monthly rent for the First Renewal EEtrcarERFSE T
Term as agreed under the Tenancy Agreement and a further AHERSIEIE10% UWREZ
10% increment of the monthly rent estimated for the Second REMFHGE T AMESBIEN
Renewal Term. 10% °
Details of the above transaction have been set out in the NS ZFHBEEEHINNARD A
announcements of the Company dated 25 April 2016 and HE A -—_ZET—RENMB-_+F1H
30 November 2016 and the circular of the Company dated FEZTE—R"F+—A=+B2ZA
20 July 2016. ERBBEAZTE—RNFLtA=T+
B 2 3K
The Company has followed the policies and guidelines when RETEHEBES S 2B RIETHE
determining the prices and terms of the continuing connected AABIDEBTEBBRENIES -

transactions.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

The continuing connected transactions have been reviewed by the
independent non-executive Directors. The independent non-executive
Directors have confirmed that the continuing connected transactions
were entered into (i) in the ordinary and usual course of business of
the Company; (i) on normal commercial terms; and (iii) in accordance
with the Master Agreement and the Tenancy Agreement respectively
on terms that are fair and reasonable and in the interest of the
Company and the shareholders of the Company as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company has
engaged the external auditors of the Company to perform certain
agreed-upon procedures in respect of these continuing connected
transactions of the Group. The auditors have reported to the Board
that:

(i) nothing has come to the external auditors’ attention that
causes them to believe that the non-exempt continuing
connected transactions have not been approved by the Board;

(ii) for transactions involving the provision of goods or services by
the Group, nothing has come to external auditors’ attention
that causes them to believe that the transactions were not, in
all material respects, in accordance with the pricing policies of
the Company;

(iii) nothing has come to the external auditors’ attention that
causes them to believe that the transactions were not entered
into, in all material respects, in accordance with the Master
Agreement and the Tenancy Agreement respectively; and

(iv)  with respect to the aggregate amount of the non-exempt
continuing connected transactions, nothing has come to the
external auditors’ attention that causes them to believe that
the non-exempt continuing connected transactions have
exceeded the maximum aggregate annual value disclosed in
the relevant announcements of the Company in respect of the
non-exempt continuing connected transactions.

The Directors confirm that the related party transactions as disclosed
in note 41(a) in the notes to the consolidated financial statements
fall under the definition of “connected transaction” or “continuing
connected transaction” (as the case may be) under Chapter 14A
of the Listing Rules. The Directors confirm that the Company has
complied with the disclosure requirements in accordance with
Chapter 14A of the Listing Rules in respect of such transactions.
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EMOLUMENT POLICY

The emolument policy of the general staff of the Group is determined
by the management of the Group with reference to the market
conditions and qualifications of the employees. The Share Option
Scheme as set out on page 58 to 60 above was also adopted by the
Company as a long-term incentive or rewards for their contribution.

The emoluments of the Directors and senior management of the
Company are recommended by the Remuneration Committee and
approved by the Board having regard to the Company’s operating
results, individual performance and comparable market statistics.

Both Ms. NG Wai Chi and Mr. WAN Kwok Leung, Nicholas, the senior
management of the Company received an emolument which falls
within the band of HK$0 to HK$1,000,000 for the Year.

CORPORATE GOVERNANCE

Throughout the Year, the Company applied the principles of and
complied with all the provisions of the Corporate Governance Code
contained in Appendix 14 to the Listing Rules, save for certain
deviations. Details of the corporate governance practices of the Group
during the Year are set out in Corporate Governance Report on pages
30 to 46.

PERMITTED INDEMNITY PROVISION

During the Year and as at the date of this report, an indemnity
provision was in force such that the Directors should be indemnified
by Company against all actions, costs, charges, losses, damages and
expenses they may incur or sustain in the execution of their duty.

The Company has arranged for appropriate liability insurance for the
directors and officers of the Group for indemnifying their liabilities
arising out of corporate activities of the Company.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the laws of Bermuda, which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the latest practicable
date prior to the date of this report, the Company has maintained a
sufficient public float throughout the Year.
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Directors’ Report

EEERE

DONATIONS

The Group made donations for charitable or other purposes totalling
HK$132,000 for the Year.

SOCIAL RESPONSIBILITIES AND ENVIRONMENTAL
POLICIES

The Group is committed to the long term sustainability of the
environment and communities in which it engages. Acting in an
environmentally responsible manner, the Group endeavours to identify
and adopt effective measures to achieve efficient use of resources,
energy saving and waste reduction. Please refer to the Environmental,
Social and Governance Report on pages 75 to 93 for further
informations on the work done and efforts made by the Company
on environmental protection and other aspects for the sustainable
growth and development of the business of the Group.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group's financial performance, operating results, business operation
and prospects may be affected by a number of risks and uncertainties.
The followings are the key risks and uncertainties identified by the
Group. However, there may be other risks and uncertainties in addition
to those shown below, which are not known to the Group or which
may not be material now but could become material in the future.
The management of the Company meets periodically to discuss these
risks, and where appropriate, will monitor these risks closely and adopt
any necessary risk mitigation measures. In respect of the details of the
risk management system and internal audit function of the Company,
please refer to the paragraphs headed “Risk Management and Internal
Control” on pages 39 to 42.

Business Risk

The Group currently has seven operating segments in various
industries and each operating segment has its specific business risks.
For the Manufacturing and Sales Business and Trading Business, the
Group is subject to intense competition in terms of product prices and
production costs, and is also affected by seasonal factors prevailing
in the countries of targeted and existing customers. For the Lending
Business, the collectability of outstanding loans and the customer
network of the Group are both affecting the financial performance of
the segment. The Music and Entertainment Business may be affected
by the economic environment of Hong Kong and the People’s
Republic of China (“PRC") as it will have impact on the consumption
behaviors of both individual and corporate customers. With respect
to the Property Business, alternatives can be found in the respective
location of the Group’s premises and thus the rentals of its units
offered to customers are subject to fierce market competition. To
maintain the competitiveness of the Group, the management of the
Company will meet regularly with the head of the respective business
units to update the business environment.
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Directors’ Report

EEERE

Environmental Risk

The Group’s Manufacturing and Sales Business is obliged to comply
with a variety of environment protection laws and regulations on the
discharge and disposal of waste materials, water and gas imposed by
relevant governmental bodies in the PRC. These law and regulations
govern the disposal of these wastes and impose fines and penalties
for serious violation of environmental requirements, and any non-
compliance may jeopardise the operating licences of the Group's
subsidiaries engaged in the Manufacturing and Sales Business.

Moreover, environmental laws and regulations applicable to the Group
are subject to change from time to time. It may be impracticable
for the Group to continuously quantify the costs of complying with
such laws and regulations, and any further change may also lead
to a substantial increase in the operating costs of the Group. In this
regard, the management of the Company regularly reviews adherence
to relevant environmental laws and regulations with the head of the
Manufacturing and Sales Business.

Market Price Risk

The Group's Securities Trading Business is exposed to the risk of
decreasing fair values of equity securities as a result of the volatile
market changes. The management of the Company together with
the Investment Management Committee of the Board monitor
the changes of respective securities’ prices and may change the
investment portfolio held and investment strategy whenever
necessary.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group's operations are carried out both in Hong Kong and the
PRC and are regulated by their laws and regulations accordingly.
During the Year and up to date of this report, the Group has
complied with the relevant laws and regulations that have significant
impact in Hong Kong and the PRC. For details, please refer to the
Environmental, Social and Governance Report on pages 75 to 93.

MAJOR CUSTOMERS AND SUPPLIERS

The Group's largest supplier accounted for 11.8% of total purchases
while the Group's five largest suppliers accounted for 25.4% of total
purchases for the Year.

The Group's largest customer accounted for 9.3% of total turnover
while the Group’s five largest customers were accounted for 25.2%
of total turnover for the Year.

RERR

AEENBIERHEXRBE B TRBIN
KEEIBREEYEL - BEK N EERETHTP
B9 R R T M B R 4 10 22 TRIR (ROE B %
B BREDIRRPIEE L EEEY
HEENE THEREERRRRATE
e o0 &1 5% Ko Bz & - 1 AZ (0] A& RIS A
REEUHARBETRERENHERS
MMEARNELEHRERTHZE -

SN BN AR B 2 RIRED RAR G
AETRES AEBERFEFEETA
DI RRPIE R AR e BT E
KoMEMEMESHOAIESAEED
BERARIE BT E > NABIEIRE
HELERHERBTIE T HNEH YA
EHI R BB B RIFR

™ 5 E & E

AEENESFEEXRBLEGBRN TR
ENMSE(CMEBRBAFFAFET
ERRR ARREEEEREESE
THREEEZESEREIEFERD
HE) WEAFTBRZBERT  Alee®
FAENREES MIRE K -

BFEERRARH
AEENEBREFTELTEZE K
SRMMER R RPIEE -RAFER
BEABRSEHAL AEEEETA
ERFENNBERTBERBEERZNA
- FLHEISEEFRIBE ZIRE
SNERRENE— T THFEE-

TEEFRHER

RAFEE AEEZAHERLHEREE
11.8% MALEE R KHER G4
FREEZED5.4% o

RAFE AEEZAREPIHREERR
93% MAKERAXRETFAMGBREER
25.2% -

Neway Group Holdings Limited f 2 £ MiZRER D 7
Annual Report 2016 F #§



Directors’ Report

EEERE

At no time during the Year did a Director, a close associate of a RAFERNT AR ARAREE EF

director or a shareholder of the Company (which to the knowledge ZERBE AGKRE (MESHANEES

of the Directors owns more than 5% of the Company’s share capital) KAFIIRARS%IA FE)RARER 2 E]

had a beneficial interest in any of the Group's five largest customers AARBERPEAAREEREHEREERRE

and five largest suppliers. o

AUDITOR ¥ S R

A resolution will be proposed at the AGM to re-appoint Messrs. RARARIERABRRBFRE FIE2EHEE

Deloitte Touche Tohmatsu as the external auditors of the Company. B e FEIR H € =EN{T AN B INERZ
HEN 2 RFBER -

On behalf of the Board RERES=E

SUEK Ka Lun, Ernie FE

Chairman EEB

Hong Kong, 24 March 2017 BEE —ET—+tF=A=-1+HMH
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Environmental, Social and Governance Report

RE HERELBRE

ABOUT THE REPORT
Reporting Guideline

This report is prepared by Neway Group Holdings Limited (the
“Company”, together with its subsidiaries, the “Group”) in
compliance with the Environmental, Social and Governance (“ESG")
Reporting Guide (the “ESG Reporting Guide”) set out in Appendix
27 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited in disclosing the sustainability
performance of the Group. This report complies with the “comply
or explain” provisions set out in the ESG Reporting Guide for the
financial year ended 31 December 2016 (the “Year”) by making
general disclosures on environmental and social information and
environmental key performance indicators (KPls). Selected KPIs
in the social aspects are also disclosed for a better picture of the
sustainability performance of the Group.

Reporting Scope

This report covers the sustainability performance of the Group from
1 January 2016 to 31 December 2016. As this is the first ESG report
of the Group, it mainly focuses on disclosing the ESG performance
of the largest subsidiary of the Group — Chung Tai Printing (China)
Company Limited (“Chung Tai Printing”), in terms of the percentage
of its contribution in the annual revenue generated by the Group.
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Environmental, Social and Governance Report

RE HEBRERHRE

PEOPLE
Employment and Labour Practice

The majority of the employees of the Group are located in the
People’s Republic of China (“PRC”). During the Year, the Group
strictly complied with the relevant labour laws in the PRC. No child
or forced labour was recruited by the Group. To protect the rights
of its employees, anti-discrimination, free labour and employment
disclaimer policies have been devised to ensure that employees
of the Group are working under a decent and comfortable
environment. During the Year, the Group had no reported incidents of
discrimination.

Labour Rights

Employees’ rights are well protected under the Group's labour policy
and employment disclaimer. During the Year, the Group’s employees
working in the printing factory worked approximately 40 hours per
week on average and were allowed to take short breaks during
appropriate times at work. The Group has been certified with the
International Council of Toy Industries (ICTI) Care Foundation Code
of Business Practice Class A since 2006, showing its dedication in
providing fair working hours and a decent working environment for
its employees.

The Group holds a people-oriented management style, where
everyone is treated in the same way with regards to recruitment,
promotion, and salary increases. Discrimination is strictly prohibited
towards employees of different gender, age, nationality, family
status, religion and ethnicity. All levels of staff are appraised by the
same set of performance criteria. In case of the occurrence of any
discrimination incidents, employees are encouraged to report to the
management of the Company or directly report to the Company’s
human resources and administration departments.
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Environmental, Social and Governance Report

RE HERELSRE

PEOPLE (Continued)
Labour Rights (Continued)

Regarding employee dismissal, financial compensation and injury/
disability subsidies are provided in accordance to relevant laws and
regulations. In Hong Kong, employees employed under a continuous
contract for not less than five years and fulfilling certain conditions
employed under a continues contract are eligible for long service
payment. The way of calculating the long service payment and
the maximum entitlement of emplyees accord to the Hong Kong
Employment Ordinance (Cap. 57, Laws of Hong Kong).

As the Group prioritises employees’ welfare, a comfortable
environment is created for its employees. At the dormitories of the
Group in the PRC, leisure areas and recreational facilities such as
library, tennis court, karaoke rooms and canteens are provided and
various activities are organised for its employees to participate in.

In addition, the Group hosts an annual dinner at which colleagues can
interact socially and enjoy their fellowships.

Employee Composition

As at 31 December 2016, the Group had approximately 1,540
full-time employees, of which 94 staff were employed in Hong Kong
and 1,446 staff were employed in the PRC.

Health and Safety

The Group is committed to providing a healthy and safe working
environment to its employees. The health and safety policy mentioned
below is designed to reduce potential safety risks and to regularly
improve and strengthen the occupational health and safety system of
the Group.

During the Year, the Group has complied with all applicable laws and
regulations relating to safe working environment and protection of
employees from occupational hazards, including but not limited to the
Law of the PRC on Prevention and Control of Occupational Diseases
and Regulations of Guangdong Province on Work Safety.
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RE HEBRERHRE

PEOPLE (Continued)
Health and Safety (Continued)

At Chung Tai Printing, we have been implementing an occupational
health and safety management system (GB/T 28001-2011/OHSAS
18001:2007) since 2012. During the Year, targets were established to
control occupational accidents, for instance, electric shock accidents,
and to prevent vehicle accidents and large scaled

ETI (&)
RBERZZE (1)

RAERBE - E——FE—BHEHEBE
fER%Z 2% 128 X (GB/T 28001-2011/
OHSAS 18001:2007) » W A AR F 5] 37
BiZ UL ERERNERESINGTE

PrEE A R KBS KBS o Tim

fire accidents. Safety training is provided to every 63 BREMNEEE S KAEFEHTY
employee regardless of his/her professional profile. Y HEBREIESLEEI I
Efforts are made to ensure that every employee is ok BOEREEETHMEBER
aware of the company’s health and safety policy, B RN S W R AR TERE ARERE AR
for instance, the use of protective devices at work an BESERABIFEHRER

and the handling of emergencies or accidents. For
the managers, extra training is provided to ensure
that they understand the relevant governmental
laws and regulations and are competent in
analysing or evaluating the occurrence of accidents
to prevent accidents from happening in the future.

A EE e e

In the daily operations of Chung Tai Printing, all
technicians who work in dangerous positions are
required to have an authorised license to ensure

PRAAEIR GRUID FRAS
R T T L
GEIT 28001-2011

Figure 1. Occupational Health
and Safety Management System
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that they have sufficient safety knowledge in order Certificate By L SR IR EE BINE A B
to prevent or handle potential accidents. During the 1.H%¥1§J§?éﬁf BR AL B -RAFE  NEE
Year, the Group recorded zero work-related fatalities woad & W SRS B TER RIS

and the accident rate per 1000 employees was low at approximately
1.84%. In total, 21 work-related incidents and 186 lost days were
recorded due to work injury in the Year.

Development and Training

The Group strives to assist employees’ development by providing
them with opportunities to advance their careers. Employees are
encouraged to take part in internal and external training courses.
Induction programmes are also provided to all newcomers who join
the Group. During these training sessions, efforts are made to ensure
that the newcomers understand the Group'’s vision, their job roles and
company policies, for instance, the Group’s policies on environmental,
quality control and occupational health and safety. The Group
devises and updates its annual training plan based on its needs and
requirements.
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Environmental, Social and Governance Report

RE HERELSRE

PEOPLE (Continued)

Development and Training (Continued)

BT (&)
BHRERIEI (E)

Figure 2. Employee Training

E2. &

During these training sessions, qualified professionals are invited to
provide training on enhancing employees’ management and technical
skills and updating their knowledge on the relevant certification
systems. Overall, approximately 91% of the Group’s employees was
trained during the Year and training opportunities have been allocated
in an equal manner amongst different gender and employment types.

Directors and senior management of the Group are provided with
continuous professional development training to develop and refresh
their knowledge and skills. These include seminars and workshops
organised in the PRC and Hong Kong on leadership development,
enhancing managerial skills, corporate governance updates as well as
the latest developments in regulatory requirements.

ENVIRONMENT

The Group is committed to protecting the
environment in its daily business operations.
The Environmental Management System of a
wholly-owned subsidiary of the Company has
been awarded the certificate of compliance
with 1SO 14001 since 2005. During the Year, all
environmental laws and regulations in the PRC
regarding air pollution and chemical wastage had
been strictly complied with.

i By

During the Year, the Group established a total of
eight management policies for aspects such as
emissions, use of resources, and impact on the
environment. With the efforts of its dedicated
staff, the Group has been able to improve its
environmental performance during the Year.

< (-;'-\ L
X
IS014001 CERTIFICATE

‘W hareby ceriily that

Py Churg i Printing (5 ‘.w-rml o ke
by reasonof |
Em-Imnmun:-tmnagemtntsuum

e thi
l'.a—pl .c.-.lnmoi.lmdtm

150140012015

Figure 3. 1SO 14001:2015
Environmental Management
System Certificate
[&3. 150 14001:2015
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RIE-HERERESE

ENVIRONMENT (Continued) BIR (&)

Environmental Management BIEERE

Committed to being a S SGS rEERHIKXEBEEE
responsible corporate ik SG amase— NEERARREESE
citizen and promote a e ﬁ S m A TERIRIB I AMEEFE AR
green living environment, R ig WE%E ”-ﬁm REHIRRENTE
the Group is aware of ey & VA J% 38 FE AR £ 181 7K | Rk
the impact it may cause e e ———— EHERZALRIRE
on the environment e e ——— EBERFE BT

e IR

by its consumption of ——m M T R REFEEMNZERI R
paper. Over-cutting Vi e u 0 D R AR B E o
of trees can bring S—— - —— (Bc| ARETHRERAEF
significant impact to the R = ————— == ARTRUREEYS

_#‘Eg == ~AEEE == = S
ecosystem and climate, . I : iy BMERRERNEE-
as it might affect the @ SGW‘&{( o S“““"“““*{‘( R R ERAEEE

living habitat of species == Eg([AMERBZLZE

and reduce the amount Figure 4. FSC Certificate g )RFE ERAR
of carbon absorbed. B4 RMEREEGEE EmREBERERI B
The Group understands BERARMEIRE 4
the importance of using responsible paper sources to protect the @ Ry KT 25 HY SRR o B SR N £ [ I JF
biodiversity and carbon system. Paper with Forest Stewardship FMERFH THRERARMEEZE®R
Council ("FSC") certification ensures paper products are from well BRI BAREFRBRRY FHE A
managed and responsible sources that provide environmental, social BRARK WHERRERFPHESEER-
and economic benefits. Although not all of the customers of the BEHEIREIEARERED AR
Group understand the benefits of using FSC paper, the Group strongly EREGMNERLZEeRETR RO D
supports the use of FSC paper and actively promotes the product to AN AR - ARFEE - h KERILAE &
its customers. In order to encourage customers to choose the green PoRENBEWE R (EBEERH4I0%E
products, Chung Tai Printing has taken up part of the additional cost 60% -

of purchasing FSC paper. During the Year, approximately 40-60% of
its products was printed with FSC paper.
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RE HERELBRE

ENVIRONMENT (Continued)
Resources Consumption and Conservation

For the Year, the total direct energy consumption arising from the use
of petrol, diesel and gas were approximately 26,555 litres, 5,000 litres
and 198,007 m3 respectively. For the Year, the total indirect energy
consumption from the use of electricity was about 12 million kWh.

Energy Consumption

BERH
Petrol
YU
Diesel
g

Gas
RAR

Electricity
B

Table 1. Energy Consumption

R BEREREE

Over the past three years, the Group has substituted approximately
1,900 T8 light bulbs with T5 light bulbs and installed LED light bulbs
in office areas and production units. Furthermore, the Group changed
its traditional energy intensive water dispenser to a newer energy
saving model. In the hope of encouraging its employees to save
energy, separate energy meters were installed for each department
and production unit, and thus each department could monitor its
energy consumption level and consequently plans relevant energy
saving measures.

During the Year, the Group’s total water consumption was
approximately 152,026 tonnes. The Group recognises how precious
water is and therefore, during the Year it continued to dedicate
efforts in reducing the Group’s water consumption level. The Group
established a target of reducing 0.23 tonnes of water per thousand
press pile boards of production units during the Year.
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RAFEE FHTH EhhRXARD
BEEERBFEEBET 5 HI%26,5551
F5,0002 F+ % 198,0072 5 2K - M Ax
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12,000,000F F B o

Amount
Unit (approximate)
By 2E (BA)
Litres 26,555
2
Litres 5,000
AT
m?3 198,007
3K
kWh 11,955,120
FRE
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RE HEBRERHRE

ENVIRONMENT (Continued)
Resources Consumption and Conservation (Continued)

Measures such as upgrading water infrastructure and encouraging
water saving programs amongst employees have been adopted by
the Group to achieve such goal. A chilling water recycling system was
installed for the Group’s cooling system so that it can reduce more
than 1,000 tonnes of water consumed per year. Furthermore, in order
to motivate and encourage its employees to conserve water, a water
saving reward scheme was established. Water meters were installed
in nearly 30 departments, so that employees could regularly monitor
their water consumption levels and consequently devise measures
to reduce usage. Departments with lower consumption levels were
rewarded.

Mitigation of GHG Emission

Chung Tai Printing has been committed to reducing its GHG emission
in the past years. Since 2012, the Group has completely abandoned
the use of heavy oil for its boilers and changed to use cleaner natural
gas. During the Year, the Group also upgraded its boiler to reduce
emissions. To further reduce its GHG emissions, the Group captured
waste heat from the boiler and successfully converted it into energy.
By carrying out such energy reduction programmes, the Group was
able to reduce its energy consumption and thus its indirect emissions
for the Year. Overall, the Group achieved a total of approximately
13.0% absolute reduction in carbon emissions for the Year.

2015 (tCOze)
(approximate)

RiE (#E)

ERHEERRE (F)

ARER B SR B E KA AR RR b S 2B B
TEHAKTRERER ABERBOM
KWBR - ARBARSARGRES
IKBIREG B FRKERBA1,00008
A Eetsh RS MR & TEIA A
K REEFT LR KERTS R
BAT30ME BRI Kk B AME T Al
E B BRI K E - 1 &I R A M kE
Mo ARE S REAKER KA

BABRERBHEN
FROBRBEBEF —EBRNIRIBRE
REHR -8 T ——F# NEERE
THEREHR EARBTENKAR
I A NG S A 1T SR B AR BAR D BE R o
BE—DRVBEREBER AEEW
ERBEMBERATKINE L AR BB
BEEEREEE AEBFSUEARSF
B EREE i EmEsE
WE - BB ME @ ANEBNANTEE R i
PERFE#913.0%

2016 (tCO2e) Percentage Change

—_E—REF
—StREE
(#E49)
Direct emission BHEFEHRE 994
Indirect emission RN E 12,727

(approximate) (approximate)
—E—XRF

(ZEtmEE) BEHOL

(#E4) (BE2)

599 -39.8%

11,344 -10.9%

13,721

11,943

Table 2. GHG Emissions in 2015 & 2016
2. ZE—RAFR-TE-NFREREIKRE
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Environmental, Social and Governance Report

RE HEBRELBRE

ENVIRONMENT (Continued)
Mitigation of GHG Emission (Continued)

To further mitigate GHG emissions, the Group is committed to
reducing its energy consumption, in particular electricity. During the
Year, by applying more durable energy efficient devices and increasing
promotional efforts within the company, the Group aims to reduce
electricity consumption in the manufacturing of press pile boards.

Effluent and Waste

For waste water, the Group strictly follows the Guangdong provinces
statutory discharge limit regarding waste water. An external testing
party is appointed each year to ensure the discharge by the Group
complies with the relevant laws and regulations. During the Year, the
Group installed a non-invasive electromagnetic scale control system to
reduce the emission of hydrochloric acid waste by 8 tonnes per year.

The Group's main air emissions are volatile organic compounds
("VOCs"), GHG emission and exhaust emissions from the vehicles
owned by the Groups. During the Year, efforts were made to reduce
air emissions from the above sources and the Group has strictly
complied with the statutory requirements for VOC emissions. Close
attention was paid to monitoring vehicle emissions whilst regular
inspections and maintenance were also carried out for the vehicles
and VOC control facilities of the Group. Since 2005, the Group has
been using a systematic waste management system so that the Group
is able to sort, collect, store and handle the waste generated from its
production and office activities.
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Figure 5. VOC's Treatment Facility
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Environmental, Social and Governance Report

RE HEBRERHRE

ENVIRONMENT (Continued)
Effluent and Waste (Continued)

B (&)
B EY (&)

Amount of waste
(approximate)

BEYBE (B4)

Hazardous waste BEREY

Non-hazardous waste mEREEY)

7.04 tonnes
7.0418

386.2 tonnes
386.208

Table 3. Amount of Hazardous and Non-hazardous Waste

RIAENESTEVHE

Each department of the Group is required to record the type of waste
generated by filling in the waste sorting form. Furthermore, external
specialists such as the Dongjiang Environmental Company Limited
were appointed to treat and manage hazardous waste legally. The
amount of both hazardous and non-hazardous wastes has been
recorded in Table 3.

Project Study - Installation of non-invasive
electromagnetic scale control system

Background:

- .
o

AEBERFFAERED D AR AL
SRPTEE AR REMIEAR o AN REBERE
RIRRBDBERAREIIEERE)
RELEEREZEN -EELEEEY
BB RN K3 -

HE R - RRFBRANEHBKE
BRES
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A 5= -

Figure 6. Installation of Non-invasive
Electromagnetic Scale Control System
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Environmental, Social and Governance Report

RE HERELBRE

ENVIRONMENT (Continued)
Effluent and Waste (Continued)

For production purposes, Chung Tai Printing currently has two boilers
which use natural gas to generate steam. Due to the high calcium and
magnesium content of the water, scaling has been a problem in the
inner layer of the boilers, even after the use of water softener.

Since the use of water softener lowers the operating efficiency of
the boiler, a larger amount of natural gas was required to produce
the same amount of heat. To solve the problem, Chung Tai Printing
has joined the Cleaner Production Partnership Programme sponsored
by the Hong Kong government and supported by the Hong Kong
Productivity Council, and installed a non-invasive electromagnetic
scale control system to improve the performance of its boilers. The
purposes are to clear the scale, improve heating efficiency and
to prevent future scaling problems. Overall, the project brought
considerable environmental and economic benefits.

Environmental Benefit

RENH

Reduce approximately 24,805 m? Reduce approximately 53.63 tonnes of Reduce expenditure on natural gas by

consumption of natural gas per year ~ GHG emissions per year
RARBFEEFRM A 424,805 277k IR EREEHE M E M 4 4953.63M
Reduce the need of cleaning the scale Reduce the consumption of water

by using acidic chemicals and discharge of acidic waste by
A AR ML B i B R IK IR approximately 8 tonnes per year
BERDRAKE REMED
HEnt = A8 ME
Packaging

At Chung Tai Printing, the packaging of products mainly consists of
carton boxes. Chung Tai Printing encourages its clients to return the
carton boxes and approximately 30%-50% of the boxes used in its
packaging was reused during the Year.

PRODUCT EXCELLENCE

RiE (&)

SLAEEREM S - AR B BT EE M
EEARRRNBEELR T MRE
oK) & e 5 & - BIE R K E L
B RENE -BEFEKENRE-

B M A AR B B & f KSR AR & 1
BE ENBEBE L RARIAELR
RIZAE - RERRERERE - o REDRIZ 00
THEARNIMREELENRER
B e B R A E KA 8 - I &R IF R
AR BREKITB R ARE H IS
MR - AR E A RIFFRKYE - fE=
R R 7 1E B AR BOK R [ R o B ER T
5 RABHREEARNREREER

N\l
i

Economic Benefit
B

approximately RMB113,358 per year
RARAZBFERDLHIARE113,3587T

Reduce approximately RMB 13,000
cleaning fees per year
BERLBFRELNARY13,0007T

B%

PAHRBEREEZERARBEERRE L
ZEEPEROBNEBRENER RAFEE
EERMBRMAOHE30%E50% °

Eme

With over 30 years of experience, the products of the Group
are innovative and of a high quality. The Group has tightened
its quality control regarding hazardous contents in its products
and the potential hazards resulting from its products.

FEFNE L EEIBI0 F o EmAIFE
aa BB R o F 5 B0 7% im BFE R - LB
ERSBEEROBRERELERZE -
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Environmental, Social and Governance Report

RE HEBRERHRE

PRODUCT EXCELLENCE (Continued)

Being certified for ISO 9001 Quality Management System since 2007,
the Group continued to improve throughout the years and have
managed to build a strong quality control management system to
ensure its products are manufactured in compliance with relevant
laws and regulations. During the Year, the Group updated its
quality control system manual based on the latest ISO 9001:2015.
In addition, the Group continuously upgrades its quality testing
equipment to satisfy the increasing demand from its customers.
A quality management handbook and a well-structured quality
assurance process have been established for implementation.

The customer service department of the Group regularly
communicates with the clients of the Group to understand their
needs and consequently provide feedback to the procurement and
production units. Furthermore, material tests are carried out on the
products before the products being sent off to the production unit.

The production process of the Group is monitored by relevant
departments such as the production, quality assurance, human
resources and environmental departments. A final quality audit
("FQA") assessment is carried out on the products before they are
sent to customers. Clients’ feedbacks and comments are regularly
received and incorporated in the next production cycle as a quality
assurance measure.

DNV BUSINESS ASSURANCE
£ DY EE-E

FIIr ==

FES
FLAREAL AN
F LR RARE
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T e
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Figure 7. 1SO 9001
Quality Management Certificate
[&7. 150 9001
mEEEEE
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Environmental, Social and Governance Report

RE HERELBRE

PRODUCT EXCELLENCE (Continued)
Customer Satisfaction

The Group has established a systematic and efficient mechanism for
handling customer complaints. Whenever it receives any customer
complaints about the products, the corresponding staff will respond
immediately and measures are taken to correct and prevent the
occurrence of similar events in the future.

During the Year, the recall rate of the Group’s products was less
than 0.1% and the Group received less than 1% product complaints

relative to its turnover for the Year.

Supply Chain Management

In order to provide quality, safe and responsible products to the
customers, the Group has formulated strict procedures for selecting
suppliers and sub-contractors to work with. In addition to the
selection criteria such as legal operating licenses, good service quality
and price, the Group also pays attention to the environmental and
social performance of the suppliers. During its selection process for
potential suppliers, on-site assessments are carried out.

»

Emsl (H)
ERFREE

AEBRI ARG M B BRI R IE
BEPRHF -BERREFPYERNEM
1REF - NEBAER 8 TS BN El X R
BUEIEFE I - DARD LE RIS -

RAFE RNEBEGRWEEXRER
0.1% MEENERKFBEHRFZ
ERLH D% -

HEEEE

RAZPRHEEE 2 hkAENER"
AEETTEBRREREBELDEEN
B BRAAKENARE  RFRBER
REBRFHELERIN REBEVEEH
ERENRRNREERER - REEBEMHR
EENBREY ARESREETEL
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Assess and Update quality
effectiveness management
of the system if
corrective ’ necessary
measure EEEEN
FEIEEREN BRTEH
BRHM HEEEERA

Figure 8. Products Recall Procedures and Ways to Handle
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Environmental, Social and Governance Report

RE HEBRERHRE

PRODUCT EXCELLENCE (Continued)

Supplier Assessment Criteria
Social responsibility

— Prohibits the use of child labour
— Prohibits the use of forced labour
— Prohibits the use of prison labour
— Safety Management

Chemical safety
— Material Safety Data Sheet (MSDS)

Green procurement

— Compliance with European regulation

— Compliance with specific industry regulation
— Waste/rubbish classification

— Emergency Plan

Quality assessment

—1SO 9001 Quality Management
—1SO 19001 related procedures documentation

Chung Tai Printing also has a Supplier Social Responsibility Assessment
Process for all of its suppliers. The Group believes that it is important
for companies to fulfil their responsibilities as a responsible corporate
citizen and hence in the selection of suppliers, the Group ensures
that its suppliers align with its vision and are committed to being
sustainable in their business practices.

Green Procurement

As a responsible company, the Group is concerned about the health
impacts of its products in society. Therefore, in order to prevent
excessive chemical content in its products, the Group has established
and prioritised a green procurement policy to work with green
suppliers whose supplies are made of non-toxic material. Furthermore,
a green product management handbook has been formulated to
ensure all employees are aware of their responsibilities in maintaining
the quality of the green products.
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Environmental, Social and Governance Report

RE HERELBRE

PRODUCT EXCELLENCE (Continued)
Green Procurement (Continued)

For green products, after the customer service team of the Group
collects the updated requirements from its clients, the environmental
team of the Group updates the criteria for its green suppliers. Each
supplier has to undergo a hazardous chemical assessment and sign
the hazardous material management contract with the Group to
promise to manage chemicals used during production. Furthermore,
the suppliers are also required to submit a MSDS and third party
MSDS environmental report for assessment by the Group. For all
suppliers who fail to meet the Group’s requirements regarding
chemical use, alternative solutions would subsequently be provided.

Supplier Assessment Procedures

1. Procurement department selects supplier according to their
social responsibility performance.

2. Procurement department keeps records of the supplier
assessments and their corrective actions.

3. Every supplier should sign the social responsibility charter as
a pledge to follow the regional labour laws and regulations
as well as Business Social Compliance Initiative (BSCI) social
responsibility standard.

4. Procurement department undergoes site assessment with
suppliers and contractors each year to assess their social
responsibility performance and follow up on their remedial
actions.

5. The use of child labour, forced labour and other law
violations are forbidden. In case of violations, the Group will
terminate the contract with such business partner.

6. Chung Tai Printing actively monitors the performance of
suppliers to prevent any violation of laws and regulations
along the supply chain.

As the plant and production of the Group are based in the PRC, most
of its suppliers are from the PRC, with only a few located overseas.
Since most of the Group's suppliers are located nearby, the carbon
footprint involved in raw material transportation is largely reduced.
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Environmental, Social and Governance Report

RE HEBRERHRE

PRODUCT EXCELLENCE (Continued)

Green Procurement (Continued)

PRC

Hong Kong

Em=il (&)
RERE (#)

Taiwan

5k =¥ |

Number £ B 400

37 2 1

Table 4. Location of Suppliers as at 31 December 2016

R4 HEBAEREEZ T

Intellectual Property Rights

The Group prohibits infringement of customers’ privacy in any form.
The Group obligates to safeguard its customers’ intellectual property
rights by signing confidentiality agreements. It has also implemented a
product property right control procedure in 2013, since then, reviews
are regularly carried out every year for improvements. The control
procedure sets out clear instructions in handling product property
rights at different stages of production from manufacturing, storage,
transportation to disposal. During the Year, the Group has complied
with all applicable laws and regulations regarding advertising, product
labelling and privacy matters.

Anti-corruption

The operations at the Group are steered by the highest level of ethical
business standards. Corrupt activities are strictly forbidden in the
Group's daily business operations. In order to prevent corruption, the
Group regularly updates its employees of the latest anti-corruption
rules and relevant laws. In case of any suspected corruption activity,
employees are encouraged to report to the human resources and
administration departments, in which further investigation would be
carried out and the reporter is rewarded and protected. The Group
strictly complies with the laws and regulations relevant to anti-
corruption and there was no incident reported on bribery, extortion,
fraud, and money laundering during the Year.
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Environmental, Social and Governance Report

RE HERELBRE

COMMUNITY

The Group is committed to encouraging organisations and the general
public to participate in environmental protection activities. During
the Year, the Group participated in different community events to
promote green living among different parties. Furthermore, a Chung
Tai Volunteer Team was formed where the employees of the Group

HE

AEEBNBBERBELRTRARSHE
RREH RAFE AEBL2ETF
MttEAE  UATRALHEZESE
Ao SN ARERBR S R ORE T E &
BT —RARREHE M HRRE-

came together and devote their time to environmental protection and
education.

Events

EE s

Organisations

International Coastal Cleanup 2016 Hong Kong Green Council

BBERERERE2016 RREES
Hong Kong Green Day 2016 Green Council
HEEH2016 RiRIEES
Clothing donation MaYi
KMBE MayYi

Corporate Environmental Leadership Award 2016 Federation of Hong Kong Industries

PERIRERRBEAE2016 ERIXRGES
Art performance on anti-scam behavior in community Local Government
RERRTT /S 2 1L 1R BT R OR 75 BRF

Table 5. List of Participated Activities in 2016
R ZE—RFREFH B

International Coastal Cleanup 2016 Hong Kong

The Group supported the International Coastal Cleanup Hong Kong
organised by the Green Council for a few years. Apart from making
donations, the Group nominated its volunteer team from the Hong
Kong office to participate in the cleanup event during the Year so as
to protect the environment of Hong Kong while engaging in team
building.

ERBER SR EREE2016
AEBEZFR—BETHFRREES TN
MEBRBREEBEREFSH BREBARIE
I REBWAARFEREEBSHER
METEKREZIBEE  LMRESE
RIBW R R BB
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Environmental, Social and Governance Report
R -HERERRE

COMMUNITY (Continued) #HE (&)

Hong Kong Green Day 2016 EB4 B H2016

The Group also supported Hong Kong Green Day 2016, “Green Run”, REENTIFIRFRES T HANEBL
which was organised by the Green Council. The Group believes that ®H2016 [ZE4FFE]  AAEERAZ
such event helps to increase public awareness about living green in EEHERATEHAESEEEDN
daily life. e

Figure 9. Green Run in Hong Kong Green Day 2016
[E9.BBZEH2016 [ZEARITH]
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Environmental, Social and Governance Report

RE HERERBRE

COMMUNITY (Continued)
Clothing Donation with MaYi

In the summer of 2016, all employees in Chung Tai Printing were
encouraged to donate their clothes to MaYi, a clothes recycling start-
up company which aims to reduce textile waste and maximises the
value of wasted textiles in the PRC. Donated clothes were sorted, and
consequently sent to the people in need or recycled to make new
textiles.

Corporate Environmental Leadership Award 2016

To show its support and encourage more companies to go green.
During the Year, Chung Tai Printing sponsored the printing of booklets
for the event — the Corporate Environmental Leadership Award 2016.

HE(8)
MaYiik ¥ 18 B
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Figure 10. Sponsored Booklet
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Independent Auditor’s Report
B AR

Deloitte

TO THE SHAREHOLDERS OF NEWAY GROUP HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Neway
Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 102 to 234,
which comprise the consolidated statement of financial position as at
31 December 2016, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

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”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Making another century of impact

RYEFE BAFLT
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Independent Auditor’s Report

R

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.

Key audit matter

How our audit addressed
the key audit matter

Fair value of equity interest of Sichuan Ying Wah Real Estate
Company Limited (79| ZFE i EFR 2L G ) (“Ying Wah”) and

impairment of loan to Ying Wah

We identified that the fair value
of equity interest of Ying Wah
classified as the available-for-sale
investment and the impairment
assessment of the loan to Ying
Wah, as a key audit matter due
to the judgments and estimates
required by the management in
the valuation.

As set out in note 4 to the
consolidated financial statements,
the management used their
judgment in selecting an
appropriate methodology for
the assessment of the fair value
of equity interest in Ying Wah
with the involvement of the
independent professional valuer.
In determining the fair value of
the equity interest in Ying Wah,
it is assessed based on adjusted
net asset value of Ying Wah as
at 31 December 2016 where the
value involved certain key inputs
as stated in note 43.

Our procedures in relation to
evaluating the appropriateness of
the fair value of equity interest
of Ying Wah and the impairment
assessment of the loan to Ying
Wah included:

e Understanding how the
management performed the
assessment of the fair value
of equity interest of Ying Wah
and impairment assessment
of the loan to Ying Wah,
including the involvement of
the independent professional
valuer;

e  Evaluating the competence,
capabilities and objectivity of
the independent professional
valuer;

e Evaluating the appropriateness
of the valuation methodology
adopted by the management;
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Independent Auditor’s Report

R

KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed
the key audit matter

AR EEE (&)

EithEE

MEETtER

FHEENEE

In determining whether there
is impairment loss on the loan
to Ying Wah, the directors of
the Company assessed the
recoverability of the loan to Ying
Wah by reviewing the adjusted
net asset value of Ying Wah as at
31 December 2016.

As at 31 December 2016, the
fair value of equity interest
of Ying Wah (included in the
available-for-sale investments
as set out in note 19 to
the consolidated financial
statements) amounted to
HK$14,142,889 and the
loan to Ying Wah (included
in loans to available-for-sale
investees as set out in note 20
to the consolidated financial
statements) amounted to
HK$31,256,977. The directors of
the Company consider that no
impairment on loan to Ying Wah
is required as at 31 December
2016.
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Evaluating the
reasonableness of the
key inputs applied in
the valuation of (i)
the properties under
development for sale of
Ying Wah, including the
market prices, expected
profit margin and
discount rate; and (i) the
marketability discount; and

Evaluating the
appropriateness of the
management assessment
on the recoverability of loan
to Ying Wah by reviewing
the adjusted net asset
value of Ying Wah as at 31
December 2016.
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Independent Auditor’s Report

R

KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed
the key audit matter

Valuation of properties under development for sale

We identified the valuation of
properties under development
for sale as a key audit matter
because of the management'’s
judgment involved in the
valuation assessment for the
recoverability from the project.

Included in the consolidated
statement of financial position
are the properties under
development for sale amounted
to HK$42,309,793 as at 31
December 2016.

As set out in note 4 to
the consolidated financial
statements, management has
estimated the net realisable
value of the Group's properties
under development for sale with
reference to the comparable
market transactions in similar
location.

Our procedures in relation to
evaluating the appropriateness
of the management’s valuation
of properties under development
for sale included:

e Discussing with management
to obtain an understanding
in relation to the valuation
methodology;

e Evaluating the appropriateness
of the comparable market
transactions in similar
location identified by the
management;

e  Verifying the accuracy of
the comparable market
transactions in similar
location; and

e Obtaining legal opinion
on whether there is any
restriction for the Group
to realise the properties
under development for sale
pursuant to the updated
Freeze Order (as defined in
note 23 to the consolidated
financial statements).

R EEE (&)

FiPEE
BEETEER BBREENTE
HEERRFYEELE

BARBHFERR
hYEGERBRE
B HAAZEEB
By AU = (B E AT A
WK B TR H e

R B R R R
BEHZE T — X
F+-_A=+—H
IEFEERRPYE
42,309,793 7T °

WA ER A B S R
B T AP & B 32
BES2EMREME
MRILE ISR 5 - fh
it EREFERRE
kY0505
(1=

BPBEREFEEERE
B EERTYEN
HERLTEENERF
B

o HEERENW
AT B ET
iy

. HEEREH
EEESES

T T 5% S
RTEY

e ZEMWHEBEMNE
ALmER S
BN R

e B EHXER
BEHRES
(EERZER
BRI E23)
BREERRP
MEERER
17 £ [R 1) % B
ERER-

Neway Group Holdings Limited f 2 £ MiZRER D 7

Annual Report 2016 F #§



Independent Auditor’s Report
B AR AR

OTHER INFORMATION

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 DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE 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.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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Independent Auditor’s Report
B AR E

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 solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act, 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 judgment and maintain professional skepticism
throughout the audit. We also:

o 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.

o 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.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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Independent Auditor’s Report
B AR

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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 those charged with governance 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 those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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Independent Auditor’s Report
BB RE

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

The engagement partner on the audit resulting in the independent
auditor’s report is Mr. Wong Wang Hei.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
24 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

meEEREMSEIRARR

For the year ended 31 December 2016

BE—F—NF+_A=1+—HIFEF
2016 2015
—E—REF —E—hF
NOTES HK$ HK$
iz BT BT
Revenue Wz 5 562,911,033 521,255,661
Gross proceeds from sale of PERIEEEIRERSG
held-for-trading investments FRIBHEEE 74,508,138 122,362,297
637,419,171 643,617,958
Revenue & 5 562,911,033 521,255,661
Cost of sales iR N (384,742,566) (427,777,409)
Gross profit EH 178,168,467 93,478,252
Interest income FEWA 1,990,981 4,531,948
Other income H A 2,031,543 6,374,126
Selling and distribution expenses fHE MRS (29,294,729) (30,625,413)
Administrative expenses THHEX (133,351,116) (116,747,676)
Other gains and losses H e & g5 18 6 72,586,955 (20,361,885)
Finance costs & B AN 7 (3,907,893) (3,347,007)
Share of results of joint ventures JBIREERAl %8 (1,500,119) (1,571,202)
Profit (loss) before taxation A F (EE) 86,724,089 (68,268,857)
Taxation (charge) credit iE () ER 10 (12,720,487) 725,942
Profit (loss) for the year AEGEH (FEE) 11 74,003,602 (67,542,915)
Other comprehensive (expense) Hib2m (BIR) KA :
income:
Item that may be reclassified Hig B 72
subsequently to profit or loss: BamoHE -
Exchange differences arising on BMEBINEBFTE S
translation of foreign operations I =R (26,715,082) (30,998,194)
Total comprehensive income (expense) AEZHEWA (X))
for the year @ER 47,288,520 (98,541,109)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

meEEREMSEIRARR

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

2016 2015
—E—XF —T—HEF
NOTE HK$ HK$
k23 BT BT
Profit (loss) for the year attributable to: LA™ A T 1G4
A (Es1E)
Owners of the Company ZA/NEIE ZSUN 74,205,738 (67,261,328)
Non-controlling interests eV = (202,136) (281,587)
74,003,602 (67,542,915)
Total comprehensive income (expense) AT AT EIRAE
for the year attributable to: ZEBA (FAX)
Owners of the Company ZN/NEIEZSN 48,443,936 (97,395,768)
Non-controlling interests FEVERR A (1,155,416) (1,145,341)
47,288,520 (98,541,109)
(restated)
(gE7))
Earnings (loss) per share FhEF (EE)
Basic AR 13 33.60 HK centsi#{ll (36.54) HK cents/& 1l
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Consolidated Statement of Financial Position

e AR R ER
At 31 December 2016
RZEFE—NFFZHA=1+—H

2016 2015
ZB-RF —hf
NOTES HKS$ HK$
it BT BT
Non-current assets ERBEE
Property, plant and equipment W B E KR 14 136,221,165 151,391,617
Prepaid lease payments FENMHEENRIEA 15 28,767,708 29,433,639
Investment properties WEYE 16 190,125,000 76,365,000
Deposits for land use rights TH R AT 17 17,378,953 17,485,995
Intangible assets mLEE 18 - =
Available-for-sale investments AHfHERE 19 41,735,027 40,844,006
Loans to joint ventures BTEERRZER 21 2,216,491 13,253,626
Interests in joint ventures SN - NCI - X 21 424,647 427,900
Deposit paid for acquisition of property, & 1< U i 4 %
plant and equipment W= &kEE & 1,370,661 340,258
418,239,652 329,542,041
Current assets Vi) éf?
Inventories and record masters K—E LCY SRS 22 35,340,492 39,636,341
Properties under development for sale ERETRYWE 23 42,309,793 44,882,520
Held-for-trading investments #% EEBERE 24 132,247,356 45,089,662
Derivative financial instrument TEeRmT A 19 10,416,328 10,369,795
Trade and other receivables, B 5k EAEY
prepayments and deposits RIE - T RIE
UARET& 25 175,947,838 178,591,899
Loans to available-for-sale investees BTAIHEER
REHZER 20 31,256,977 41,162,700
Loans to joint ventures LTeagERRIZER 21 3,864,955 -
Loans receivable & Mﬁz% 26 36,785,343 76,220,410
Prepaid lease payments AT EKIA 15 665,931 718,048
Amount due from a related company ~ JEU —KRFER &
HIA 27 1,481,546 3,488,638
Tax recoverable AT [El 7 IR 349,534 862,309
Short-term bank deposits RHRITER 28 61,766,602 113,390,297
Cash and cash equivalents RekRe%EE 28 165,573,968 120,746,792
698,006,663 675,159,411
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Consolidated Statement of Financial Position

e AR R T
At 31 December 2016
RZE—ANF+—A=4+—H

2016 2015
AL —T-hF
NOTES HKS$ HK$
k3 BT BT
Current liabilities mEaE
Trade and other payables and B 5 & E e~ RIE
accruals AR FEETFRIB 29 99,195,766 103,471,119
Tax liabilities HIEEE 907,785 2,561,911
Amount due to a non-controlling e — KM B A A
shareholder of a subsidiary — IR
PR R IE 30 16,744,809 17,908,309
Amount due to a related company JE — KB A A
IR 31 11,536,034 23,330,597
Obligations under finance leases BMERERT
— due within one year —R—F R 33 236,890 -
Borrowings BE 32 61,343,200 6,000,000
189,964,484 153,271,936
Net current assets MEEEFE 508,042,179 521,887,475
Total assets less current liabilities BEERLEDEE 926,281,831 851,429,516
Non-current liabilities EmEBAE
Amount due to a related company BN —REEEARIKIE 37 422,940 673,947
Deferred taxation IR TR IR 34 11,842,860 3,679,799
Obligation under finance leases BMEREEMT
— due after one year —R—F1&DH 33 182,179 =
12,447,979 4,353,746
Net assets BEFE 913,833,852 847,075,770
Capital and reserves BEAR K FEE
Share capital & 7 35 2,536,395 105,684,728
Reserves f# 8 913,837,779 742,775,948
Total attributable to owners of RARHEB AEIHBE
the Company 916,374,174 848,460,676
Non-controlling interests AR = (2,540,322) (1,384,906)
Total equity AR 913,833,852 847,075,770

The financial statements on pages 102 to 234 were approved and
authorised for issue by the Board of Directors on 24 March 2017 and
are signed on its behalf by:

HNE102BEF234B 2 B HRERE B
EReN _T—+F=A-+HmB#E
MR WYHUTEERREE:

SUEK Ka Lun, Ernie & & B
Chairman % J&

SUEK Chai Hong B¢ & E
Director %
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Consolidated Statement of Changes in Equity
mEEREEHR
For the year ended 31 December 2016
BE _—FE—NF+_HA=1+—HIFE

Attributable to the owners of the Company

FRREEAER
Deemed
contribution Capital Properties Non-
Share Share from  redemption Contributed  valuation ~ Translation ~ Retained controlling
capital premium  a shareholder reserve surplus reserve reserve profits Total interests Total
Bf-%2  EXRE NERE
Bx  RHEE RRZEM fE  EEE# BE  EiRE  REEA @it FERER @it
HKS HKS HKS HKS HKS HKS HKS HKS HK$ HK$ HKS
# E A AT AL B BT b AT AL e
At 1 January 2015 RZ5-15-f-8 73392,728 257973169 188,956,957 62,400 - 56223266 56,012,702 189,014,126 821,635,348 (239,565 821,395,783
Loss for the year T56E - - - - & S - (67261308 (67261328 (281,587) (67,542,915)
Exchange differences arising RERNERMEL RN ER
on translation of foreign operations - - - - - - (30,134,440) - (301344400 (863,754)  (30,998,194)
Total comprehensive expense FERERYEE
for the year - - - - - - (30,134,440) (67,261,328) (97,395,768)  (1,145,341) (98,541,109)
Issue of new shares TR 3,292,000 9511490 - - - - - - 127406960 - 127,406.90
Transaction costs attributable to EAFRARER KA
issue of new shares - (3,185,864) - - - - - - (3,185,804) - (3,185864)
At 31 December 2015 RIE-RETZA=T-R 105684728 349902,265 188,956,957 62,400 - 56223266 25878262 121,752,798 848,460,676  (1,384,906) 847,075,770
Profit loss) for the year KEEH (58) - - - e e e - MXST AT (202136 74003602
Exchange differences arising on REENERMEL RN ZE
translation of foreign operations - - - - - - (25761.802) - (25761.802) (953,280)  (26,715,082)
Total comprehensive (expense) RERE (R BALE
income for the year = = = = = - (25761802) 74205738 48443936 (1,155416) 47,288,520
Effect of capital reduction (rofe 75~ RABIBZ /2 (#/#35) (103,571,033) - - - 103,571,033 - - - - -
Issue of new shares BIHRG 422,700 19,444,200 - - - - - - 19,866,900 - 19,866,900
Transaction costs attributable to EIMRNEERERA
issue of new shares - (397,338) - - - - - - (397,338) - (397,338)
At 31 December 2016 RIE-RETZAZT-B 2536395 368,949,127 188,956,957 62,400 103,571,033 56,223,266 116,460 195958536 916,374,174 (2,540,322) 913,833,852
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Consolidated Statement of Cash Flows

AERTREBWK

For the year ended 31 December 2016
BE_FE—NFT_H=1—HIFE

2016 2015
—E—XRF —ZE—RF
HK$ HK$
BT BT
OPERATING ACTIVITIES REER
Profit (loss) before taxation Bt ADg N (BER) 86,724,089 (68,268,857)
Adjustments for: EEL T FHEE:
Allowance for (reversal of) bad and RIBEREE (@) - F5E
doubtful debts, net 1,715,533 (268,854)
Write-down of inventories WoRFE 268,039 3,407,873
Depreciation of property, plant and ME BMERREBTE
equipment 11,174,567 15,908,575
Release of prepaid lease payments R TER A ERIA 718,048 708,341
Loss on disposal of property, plant and ~ HEWE -BHE &
equipment Bl SE 26,709 2,674
Loss on disposal of a subsidiary PE-—KHMBARZ
&8 - 1,183,198
Change in fair value of investment KEME 2 N TEE
properties (630,600) (2,265,000)
Impairment loss recognised in respect ME  WEKF
of property, plant and equipment BRZBEEE - 9,156,985
Impairment loss recognised in respect MBI EERR
of intangible assets VoRIEN SR = 5,317,632
Impairment loss recognised in respect HAHEEREER
of available-for-sale investments REEE 5,581,603 7,765,000
Impairment loss recognised in respect e TEERAIER
of loans to joint ventures R REESE 5,268,340 =
Change in fair value of derivative TESRI A
financial instrument N EEE (752,339) (4,101,597)
Share of results of joint ventures RPN T 1,500,119 1,571,202
Dividend income B WA (715,278) (267,287)
Interest expense FEREZ 3,907,893 3,347,007
Interest income A B U A (1,990,981) (4,531,948)
Operating cash flows before movements K&t & EE & EBAT 2
in working capital KERME 112,795,742 (31,335,056)
Decrease in inventories and record masters 17 & & 18 F & 45 5 4 2,337,580 8,680,719
Increase in trade and other receivables, % 5 & H b & W 3018 -
prepayments and deposits AR RET©
&N (6,562,654) (14,374,218)
Decrease (increase) in amount due from  JEU — K@@ A 7 718
a related company A (1) 2,007,092 (800,735)
Increase in held-for-trading investments  #{E & = &1 N (87,157,694) (35,007,822)
Decrease (increase) in loans receivable RN E SR A (3E00) 39,435,067 (67,305,410)
(Decrease) increase in trade and other B 5 R EAEAFIAEN R
payables and accruals FEETFIE OB ) &N (93,189) 28,629,928
Cash from (used in) operations LERE (FIfE) 2B 62,761,944 (111,512,594)
Dividend income BB HA 715,278 267,287
Hong Kong Profits Tax paid ENBEEFER (1,162,154) (3,521,164)
Overseas tax paid B8 INEIE (4,610,970) (227,933)
NET CASH FROM (USED IN) REEK G (FFE)
OPERATING ACTIVITIES BEFHE 57,704,098 (114,994,404)
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®

Consolidated Statement of Cash Flows

RERTREB®MK

For the year ended 31 December 2016
BE _FE—NF+_HA=1T—HIFEF

2016 2015
—E—RE —E—hF
NOTES HKS$ HK$
iz BT BT
INVESTING ACTIVITIES RETH
Investment in available-for-sale HEHEERE
investments (2,377,434) (33,556,912)
Loan to an available-for-sale investee HLPAHEE
B"ERZE - (4,960,047)
Repayment from loan to an LT A SR
available-for-sale investee BEH 2 EHRER 2,332,090 =
Deposit paid for acquisition of property, B fTUEEH %  BE &
plant and equipment BRIl (1,370,661) (340,258)
Placement of short term bank deposits FEREHEITER (36,147,388) (1,192,693)
Withdrawal of short term bank deposits 2 ERE #iR 1T 1F 7K 86,107,178 40,073,374
Disposal of a subsidiary hE— %Fﬁ% 37 - 22,529,057
Loan to joint ventures fx/\?/\ /NI = (1,093,026) (9,466,607)
Repayment from loan to joint ventures HE R /N
LB HENR 1,500,000 >
Purchase of property, plant and BAME BFER&E
equipment (5,859,035) (6,748,652)
Interest received B W F & 1,195,950 1,714,196
Acquisition of a subsidiary W — R B AR 36 (85,449,791) =
NET CASH (USED IN) FROM RETH (i) &
INVESTING ACTIVITIES ReFE (41,162,117) 8,051,458
FINANCING ACTIVITIES A& EE
Repayment of borrowings BEEE (6,120,800) (4,457,500)
New borrowings raised MIEEE 35,000,000 =
Advance from a related company RE—FKE=E
ZER - 24,004,544
Repayment to a related company M —RKEER (13,155,570) -
Issue of new shares BATHIRD 19,866,900 127,406,960
Share issues expenses BTN X (397,338) (3,185,864)
Repayment of obligations under BEREMRESR
finance leases (293,031) -
Interest paid ERFE (3,907,893) (3,347,007)
NET CASH FROM FINANCING ACTIVITIES BEEBFESRESFE 30,992,268 140,421,133
NET INCREASE IN CASH AND CASH ReRBESEHEEM
EQUIVALENTS HE 47,534,249 33,478,187
CASH AND CASH EQUIVALENTS FUZHEER
AT BEGINNING OF THE YEAR ReEE 120,746,792 92,770,073
EFFECT OF FOREIGN EXCHANGE ERESEHTE
RATE CHANGES (2,707,073) (5,501,468)
CASH AND CASH EQUIVALENTS FRZEER
AT END OF THE YEAR Re%E 165,573,968 120,746,792
ANALYSIS OF THE BALANCES OF ReRESEELEHRZ
CASH AND CASH EQUIVALENTS il
Bank balances and cash RITEHR KRS 165,573,968 120,746,792
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Notes to the Consolidated Financial Statements

e MR R

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited. The addresses
of the registered office and principal place of business of the
Company are disclosed in Corporate Information to the annual
report.

The Company acts as an investment holding company. The
principal activities and other details of its subsidiaries are set
out in note 47.

The consolidated financial statements are presented in Hong
Kong dollars ("HK$"), which is also the functional currency of
the Company.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

The Group has applied the following amendments to

HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") for the first time in the current year.

Amendments to Accounting for acquisitions of interests in joint
HKFRS 11 operations
Amendments to Disclosure initiative
HKAS 1
Amendments to Clarification of acceptable methods of depreciation and
HKAS 16 and amortisation
HKAS 38
Amendments to Agriculture: Bearer plants
HKAS 16 and
HKAS 41
Amendments to Investment entities: Applying the consolidation
HKFRS 10, exception
HKFRS 12 and
HKAS 28

Amendments to Annual improvements to HKFRSs 2012 - 2014 cycle
HKFRSs
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Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2016
B E—NFf A=+ —HIFFEE

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Except as described below, the application of the amendments
to HKFRSs in the current year has had no material impact
on the Group’s financial performance and positions for the
current year and prior period and/or on the disclosures set out
in these consolidated financial statements.

Amendments to HKAS 1 Disclosure initiative

The Group has applied the amendments to HKAS 1 Disclosure
Initiative for the first time in the current year. The amendments
to HKAS 1 clarify that an entity needs not provide a specific
disclosure required by an HKFRS if the information resulting
from that disclosure is not material, and give guidance on
the bases of aggregating and disaggregating information.
However, the amendments reiterate that an entity should
consider providing additional disclosures when compliance
with the specific requirements in HKFRS is insufficient to
enable users of financial statements to understand the impact
of particular transactions, events and conditions on the entity’s
financial position and financial performance.

As regards the structure of the financial statements, the
amendments provide examples of systematic ordering or
grouping of the notes.

The Group has applied these amendments retrospectively.
The grouping and ordering of notes have been revised
to give prominence to the areas of the Group's activities
that management considered to be most relevant to an
understanding of the Group’s financial performance and
financial position. Specifically, information to financial
instruments was reordered to note 43. Other than the above
presentation and disclosure changes, the application of the
amendments to HKAS 1 has not resulted in any impact on the
financial performance or financial position of the Group in
these consolidated financial statements.
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Amendments to HKAS 1 Disclosure initiative
(Continued)

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet

effective:

HKFRS 9 Financial instruments?

HKFRS 15 Revenue from contracts with customers and the related

amendments’

HKFRS 16 Leases’

Amendments to Disclosure initiative’
HKAS 7

Amendments to Recognition of deferred tax assets for unrealised losses’
HKAS 12

Amendments to Classification and measurement of share-based
HKFRS 2 payment transactions’

Amendments to Applying HKFRS 9 Financial instruments with HKFRS 4

HKFRS 4 Insurance contracts’

Amendments to Sale or contribution of assets between an investor and
HKFRS 10 and its associate or joint venture?
HKAS 28

Amendments to Annual Improvements to HKFRSs 2014 - 2016 Cycle®
HKFRSs

] Effective for annual periods beginning on or after 1 January

2017.

e Effective for annual periods beginning on or after 1 January
2018.

& Effective for annual periods beginning on or after 1 January
2019.

& Effective for annual periods beginning on or after a date to be
determined.

° Effective for annual periods beginning on or after 1 January

2017 or 1 January 2018 as appropriate.
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Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2016
B E—NFf A=+ —HIFFEE

2. APPLICATION OF NEW AND AMENDMENTS 2. FERAFEBUBREE
TO HONG KONG FINANCIAL REPORTING Bl ([ BEBMBREER])
STANDARDS (“HKFRSs"”) (Continued) EEEST (&)

HKFRS 15 Revenue from contracts with customers ERBHREEREISE[FE
BEa#iwas ]
HKFRS 15 was issued which establishes a single comprehensive EABREEBFEI558E M
model for entities to use in accounting for revenue arising i HEHlE—BEE —2EEM
from contracts with customers. HKFRS 15 will supersede the ERREBSEBERFEFAAMEE Y
current revenue recognition guidance including Hong Kong W AR - AT A B 718 5 & XA
Accounting Standard ("HKAS”) 18 “Revenue”, HKAS 11 FISHAENE - HERREESD
“Construction contracts” and the related Interpretations when SHER| ([FEesr#8]]) F£185
it becomes effective. [zt ] - BB e ERE115 [ &

£AH1 ] RAEREREPTE 2K
mIERES

The core principle of HKFRS 15 is that an entity should BB RS ERFE 1557 2 %0
recognise revenue to depict the transfer of promised goods RAAERAERAFLATEAE
or services to customers in an amount that reflects the EAGERYRGE W EmeRE
consideration to which the entity expects to be entitled in JEARE MMz EEEHEIM A%
exchange for those goods or services. Specifically, the Standard EERSREERESZAE-
introduces a 5-step approach to revenue recognition: HEgms - % ERS| AERKER 2

. Step 1:  Identify the contract(s) with a customer o F—F  HAMERFPIIN
ZE K
. Step 2:  Identify the performance obligations in the o F-F HBELHPZE
contract HEME
. Step 3:  Determine the transaction price . F=H EBERHE
. Step 4:  Allocate the transaction price to the o ENF  BRHEIER
performance obligations in the contract BHRZEAE
£
o Step 5:  Recognise revenue when (or as) the entity ° FRF R(HEB)ERT
satisfies a performance obligation KB 4 & T i
R
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

HKFRS 15 Revenue from contracts with customers
(Continued)

Under HKFRS 15, 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 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by
HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.

The directors of the Company anticipate that the application
of HKFRS 15 in the future may have an impact on the
amounts reported (e.g. sales of printing products and albums)
as the timing of revenue recognition may be affected/and
the amounts of revenue recognised are subject to variable
consideration constraints, and more disclosures relating to
revenue is required. However, it is not practicable to provide
a reasonable estimate of the effect of HKFRS 15 until the
directors of the Company performs a detailed review. In
addition, the application of HKFRS 15 in the future may result
in more disclosures in the consolidated financial statements.

HKFRS 9 Financial instruments

HKFRS 9 introduces new requirements for the classification
and measurement of financial assets, financial liabilities,
general hedge accounting and impairment requirements for
financial assets.
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Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

2. APPLICATION OF NEW AND AMENDMENTS 2.
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

HKFRS 9 Financial instruments (Continued)

ERHITERMBERESE
Al ([EBMBHREELN])
REAZF] (&)
ERUVBBRELERE [ SR
IAR] (&)

Key requirements of HKFRS 9 which are relevant to the Group HAEBFBNEEM GRS E
are: IO EEZME -

All recognised financial assets that are within the
scope of HKFRS 9 are required to be subsequently
measured at amortised cost or fair value. Specifically,
debt investments that are held within a business model
whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely
payments of principal and interest on the principal
outstanding are generally measured at amortised
cost at the end of subsequent accounting periods.
Debt instruments that are held within a business
model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and
that have contractual terms that give rise on specified
dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding,
are generally measured at fair value through other
comprehensive income (“FVTOCI”). All other debt
investments and equity investments are measured at
their fair value at the end of subsequent accounting
periods. In addition, under HKFRS 9, entities may make
an irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not
held for trading) in other comprehensive income, with
only dividend income generally recognised in profit or
loss.
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Notes to the Consolidated Financial Statements

e MR R

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

HKFRS 9 Financial instruments (Continued)

o In relation to the impairment of financial assets, HKFRS
9 requires an expected credit loss model, as opposed
to an incurred credit loss model under HKAS 39.
The expected credit loss model requires an entity to
account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect
changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to
have occurred before credit losses are recognised.

Based on the Group’s financial instruments and risk
management policies as at 31 December 2016, application
of HKFRS 9 in the future may have a material impact on the
classification and measurement of the Group’s available-
for-sale financial assets. The Group's available-for-sale
investments, including those currently stated at cost less
impairment, will either be measured as fair value through
profit or loss or be designated as FVTOCI (subject to fulfillment
of the designation criteria). In addition, the expected credit
loss model may result in early provision of credit losses which
are not yet incurred in relation to the Group's financial assets
measured at amortised cost. However, it is not practicable to
provide a reasonable estimate of the effect of HKFRS 9 until
the Group performs a detailed review.

ERHIBERBMBREE
A (TEEMBREEA])
REAZET (#&)

BERMBHRELUBSR S/

TR]| (&)

e NEMEERBEMS M
FAEGRTERFEI9RIEA T
HEELEEBRENGE
BrTR BEMBREE
AIESRRERFAIEERE
BERAGE -AHREEER
BEARETEENZHRE A
MRS BB E M SR
EEBRENEIAR UK
BRIEEE R B V)P RER AR
MEE -T2 BABRF
BEEEEMHEIERE

EEE-

BEASEHE_T—RF+-
A=t—HIWERTANER
EEBR  RAREREBY R
HERFESR A g H AN KB A 1
HESREEND B RTEEK
EAFE-AKENAHEER
B (BRBER KRR EET
BRE ) BAR A FE ABRSEIE
EEREAFEFARMEE RS
(AN AIEEMRE)FTE I 1B
HEEBERELNEEIRAA
SEREBHERAGTEZEREE
HMARELENEEBRIEHEE-
AT - AN SR B e R R 2R 2 B A 2
PABLE B B M5 i & RSB 95 2 7
BUESIBME

Neway Group Holdings Limited f 2 £ MiZRER D 7

Annual Report 2016 F #§



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIUIFEF

2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 “Leases” and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on the basis
of whether an identified asset is controlled by a customer.
Distinctions of operating leases and finance leases are removed
for lessee accounting, and is replaced by a model where a
right-of-use asset and a corresponding liability have to be
recognised for all leases by lessees, except for short-term leases
and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses, adjusted
for any remeasurement of the lease liability. The lease
liability is initially measured at the present value of the lease
payments that are not paid at that date. Subsequently, the
lease liability is adjusted for interest and lease payments, as
well as the impact of lease modifications, amongst others. For
the classification of cash flows, the Group currently presents
upfront prepaid lease payments under operating lease as
investing cash flows in relation to leasehold lands for owned
use and those classified as investment properties while other
operating lease payments are presented as operating cash
flows. Upon application of HKFRS 16, lease payments in
relation to lease liability will be allocated into a principal and
an interest portion which will be presented as financing cash
flows by the Group.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2016

2.

ERHIERMBREE
A (TEEMBREEA])
REAZFT (&)

EEMBHRELENF165[H
€]
BEVBHREERF 165 HHE
ANAEASIABRHEZBER
EEERREFHES - REBMH
WEERF165% £ & - A E
REBGAENE 7R [HE] &
HEERE-

Fi MBI EEL F165RIEFT
BAEERTHAEPIESRED
HERREE L - ZBA SRR
TERARNKEHERREM
5 WARBARRAERE (K
HHEENRKEEBEEENEERRI)
EREREEENMARAENE
LPTERAR o

EREEENIEKNAGE H
AR A (B T HISMESERSM)
BFHRENMBERBEE - Wit
HEETONEMENTEFLH
B -HEETVZRNZA BRI
NOBEENRNREFTFE BIZ
HEETERMNERBEEMNK
ARBEEITEZEFELAE
ERReROE AEBBRFHTE
NHEMNKZIAREREE L
EDBRERENENHEL D
BRERSR  MEMEEHEENR
Q27 REERDR - NERER
B mEERE165E BEA
EEENHEENTERAD LA
BEOEL D YA EEZ
JIRBMERTR -



Notes to the Consolidated Financial Statements

e MR EmR M

For the year ended 31 December 2016
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2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

HKFRS 16 Leases (Continued)

Under HKAS 17, the Group has already recognised an
asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold lands
where the Group is an operating lease lessee. The application
of HKFRS 16 may result in potential changes in classification of
these assets depending on whether the Group presents right-
of-use assets separately or within the same line item at which
the corresponding underlying assets would be presented if
they were owned.

In contrast to lessee accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17, and
continues to require a lessor to classify a lease either as an
operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 December 2016, the Group has non-cancellable
operating lease commitments of HK$62,905,816 as disclosed
in note 38. A preliminary assessment indicates that these
arrangements will meet the definition of a lease under HKFRS
16, and hence the Group will recognise a right-of-use asset
and a corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases upon
the application of HKFRS 16. In addition, the application
of new requirements may result changes in measurement,
presentation and disclosure as indicated above. However,
it is not practicable to provide a reasonable estimate of the
financial effect until the directors of the Company complete a
detailed review.
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Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Amendments to HKAS 7 Disclosure initiative

The amendments require an entity to provide disclosures
that enable users of financial statements to evaluate changes
in liabilities arising from financing activities including both
changes arising from cash flows and non-cash changes.
Specifically, the amendments require the following changes
in liabilities arising from financing activities to be disclosed: (i)
changes from financing cash flows; (ii) changes arising from
obtaining or losing control of subsidiaries or other businesses;
(iii) the effect of changes in foreign exchange rates; (iv)
changes in fair values; and (v) other changes.

The amendments apply prospectively for annual periods
beginning on or after 1 January 2017 with earlier application
permitted. The application of the amendments will result
in additional disclosures on the Group's financing activities,
specifically reconciliation between the opening and closing
balances in the consolidated statement of financial position for
liabilities arising from financing activities will be provided on
application.

The directors of the Company do not anticipate that the
application of other new and amendments to HKFRSs will have
a material effect on the accounts recognised in the Group's
consolidated financial statements.
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Notes to the Consolidated Financial Statements

e MR R

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”)
and by the Hong Kong Companies Ordinance (“CO").

The consolidated financial statements have been prepared
on the historical cost basis except for investment properties
and certain financial instruments, which are measured at fair
values, as explained in the accounting policies set out below.
Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope
of HKFRS 2 “Share-based payment”, leasing transactions that
are within the scope of HKAS 17 “Leases”, and measurements
that have some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 “Inventories” or value in
use in HKAS 36 “Impairment of assets”.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset 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.
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For the year ended 31 December 2016
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

° has power over the investee;
o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control
until the date when the Group ceases to control the subsidiary.

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

Where necessary, adjustments are made to the financial
statements of the subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All inter-group assets and liabilities, equity, income, expenses
and cash flows relating to transaction between members of
the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group's equity therein.

TESFBE (&)

REMREEE (H)

M AR z&E AlRB AN KB
55 B B ) 4% H 2 E 5
W ARAREREEBNE AR
ZEGIRELIL - BRBME  FR
P U BB S H & MY B A B 2 WA K2
< B AN B ESZE I 2 A8
HEt ARG Ba ME M2 E WA
BX BEASBEBEGIGEN
BARIZBEHRILE-

BalkHEMemlkAZEERR
BRARBHEA ANMIFERE
@ MB ARz Em B ARERE
NENYNCIE DN S A g
BME M R e SRS EL
B At A5 B o

MEBAR M BERERTHEIE
HEAE  UEE SRR EANEE
HAp B RBIFARAZ 85T R
_ﬁo

AEBAZERREMBEERR
B s BA A REREE
KRERRIEXZERNRERE
HRFEERE BB

B ARz IFEREREANEE
REBAR 2 EEDFHAZS -

Neway Group Holdings Limited f 2 £ MiZRER D 7

Annual Report 2016 F #§



®

Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated
as the sum of the acquisition-date fair values of the assets
transferred by the Group, liabilities incurred by the Group to
the former owners of the acquiree and the equity interests
issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or
loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value, except
that:

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12 Income Taxes and HKAS 19 Employee Benefits
respectively;

o liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date (see the
accounting policy below); and

o assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are
measured in accordance with that standard.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over
the net amount of the identifiable assets acquired and
the liabilities assumed as at acquisition date. If, after re-
assessment, the net amount of the identifiable assets acquired
and liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in
the acquiree and the fair value of the acquirer’s previously
held interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
relevant subsidiary’s net assets in the event of liquidation
may be initially measured either at fair value or at the non-
controlling interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets. The choice
of measurement basis is made on a transaction-by-transaction
basis. Other types of non-controlling interests are measured at
their fair value.

Acquisition of a subsidiary not constituting a
business

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies and
recognises the individual identifiable assets acquired and
liabilities assumed by allocating the purchase price first to
the financial assets and financial liabilities at the respective
fair values, the remaining balance of the purchase price is
then allocated to the other individual identifiable assets and
liabilities on the basis of their relative fair values at the date of
purchase. Such a transaction does not give rise to goodwill or
bargain purchase gain.

TESFBE (&)

ERa6t (&)
BERBHER 2 NE  RERE
77 BV {A] FE R R i o < B Ko WK P
TR EE TS (g Bk RE
BRI BRI E B MR R B BRI
BB F R R A B A
BZ MR D& & © MR EHTHE
5 AR EERERENEEF
BHEBEE I NE  REREST S
ERFER RSB RWET &
AR W B 07 15 B B 2 R P fE
ZM(mA)  RIEBEERRER
B A AI 1B 2 P RERR o

RS AR AEER
ERBDEC AR AFER
IR B i st LR MR 7 RO A) 3
BFEEMNE R BN AN
BT ER  BTRERBEAREH
MIBARFEEMNLAINE &
BEEZEBUE XS REARIEL
B o b EE ) IR IR s IR I
ZRFEETE-

WETBREE ZHBLR

EASEKB A T EX—EE
BHEEMABER AKE Y
BBERERENAFENEKEEE
B BEEARBRIZBREME—
AEBBEERBEREER B K
EXENRFEDE  UNHANL
ERBENE —f#EERE
BRI EERAE LRIE
B Y an #yip L o

Neway Group Holdings Limited f 2 £ MiZRER D 7

Annual Report 2016 F #§



Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Interests in joint ventures

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require unanimous consent of the parties sharing control.

The results and assets and liabilities of joint ventures are
incorporated in these consolidated financial statements using
the equity method of accounting. The financial statements
of joint ventures used for equity accounting purposes are
prepared using uniform accounting policies as those of the
Group for like transactions and events in similar circumstances.
Under the equity method, an investment in a joint venture is
initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the
Group's share of the profit or loss and other comprehensive
income of the joint venture. When the Group’s share of
losses of a joint venture exceeds the Group's interest in that
joint venture (which includes any long-term interests that, in
substance, form part of the Group's net investment in the
joint venture), the Group discontinues recognising its share
of further losses. Additional losses are recognised only to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the joint venture.

An investment in a joint venture is accounted for using the
equity method from the date on which the investee becomes
a joint venture. On acquisition of the investment in a joint
venture, any excess of the cost of the investment over the
Group's share of the net fair value of the identifiable assets
and liabilities of the investee is recognised as goodwill, which
is included within the carrying amount of the investment.
Any excess of the Group’s share of the net fair value of
the identifiable assets and liabilities over the cost of the
investment, after reassessment, is recognised immediately in
profit or loss in the period in which the investment is acquired.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Interests in joint ventures (Continued)

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss with
respect to the Group’s investment in a joint venture. When
necessary, the entire carrying amount of investment (include
goodwill) is tested for impairment in accordance with HKAS
36 “Impairment of assets” as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of the
investment. Any reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold and services provided in the normal course of
business, net of discounts and sales related taxes.

Revenue is recognised when the amount of revenue can be
reliably measured; when it is probable that future economic
benefits will flow to the Group and when specific criteria
have been met for each of the Group’s activities, as described
below.

Revenue from the sale of goods is recognised when all the
following conditions are satisfied:

o the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

o the Group retains neither continuing managerial

involvement to the degree usually associated with
ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably; and

o it is probable that the economic benefits associated
with the transaction will flow to the Group.

Sales of albums are recognised when the albums are delivered
and the title has passed.

Artistes management fee income is recognised when the
services are provided.

Promotion income is recognised when the services are
provided.

Concerts and shows income is recognised on the completion
of the relevant concerts and shows.

Income from the licensing of the musical works is recognised
when the Group’s entitlement to such payments has been
established.

Service income is recognised when services are provided.

Deposits received from purchases prior to meeting the above
criteria for revenue recognition are included in consolidated
statement of financial position under current liabilities.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group
and the amount of revenue can be measured reliably. Interest
income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial
recognition.

Rental income is recognised, on a straight-line basis, over the
terms of relevant leases. The Group's accounting policy for
recognition of revenue from operating leases is described in
the accounting policy for leasing below.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment properties

Investment properties are properties held to earn rentals and/or
for capital appreciation.

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at their
fair values. All of the Group's property interests held under
operating leases to earn rentals or for capital appreciation
purposes are classified and accounted for as investment
properties and are measured using fair value model. Gains
or losses arising from changes in the fair value of investment
properties are included in profit or loss for the period in which
they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected from
its disposals. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the profit or loss in the period in which the property is
derecognised.

Transfer from owner-occupied property to
investment property carried at fair value

If an item of property, plant and equipment becomes an
investment property because its use has changed as evidenced
by end of owner-occupation, any difference between the
carrying amount and the fair value of that item at the date
of transfer is recognised in other comprehensive income
and accumulated in properties revaluation reserve. On the
subsequent sale or retirement of the asset, the properties
revaluation reserve will be transferred directly to retained
profits.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment, other than construction in
progress, are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items
of property, plant and equipment, other than construction in
progress, less their residual values over their estimated useful
lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed
at the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include professional
fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are
ready for their intended use.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets.
However, when there is no reasonable certainty that ownership
will be obtained by the end of the lease term, assets are
depreciated over the shorter of the lease term and their useful
lives.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the
asset and is recognised in the profit or loss.
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2016
BE T NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make the sale.

Record masters

Record masters represent the accumulated costs incurred
in the production of master tapes of relevant audio-visual
products at the end of the reporting period and are stated at
the lower of cost and net realisable value. Cost is calculated
using the first-in, first-out method.

Properties under development for sale

Properties under development for sale are stated at the lower
of cost and net realisable value. Cost comprises both the land
use rights and development cost of the property. Net realisable
value takes into account the price ultimately expected to be
realised, less applicable selling expenses and the anticipated
costs to completion.

Development cost of property comprises construction
costs, borrowing costs capitalised according to the Group’s
accounting policy and directly attributable cost incurred during
the development period. On completion, the properties are
transferred to properties held for sale.

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination are
initially recognised at their fair value at the acquisition date
(which is regarded as their cost).
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
B E—NFf A= —HIFFEE

®

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets acquired in a business
combination (Continued)

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation
for intangible assets with finite useful lives is provided
on a straight-line basis over their estimated useful lives.
Alternatively, intangible assets with indefinite useful lives are
carried at cost less any subsequent accumulated impairment
losses (see the accounting policy in respect of impairment
losses on tangible and intangible assets below).

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net disposal
proceeds and the carrying amount of the asset and are
recognised in profit or loss in the period when the asset is
derecognised.

Impairment losses on tangible and intangible
assets

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets with
finite useful lives to determine whether there is any indication
that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that they
may be impaired.
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on tangible and intangible
assets (Continued)

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. The carrying amount
of an asset is not reduced below the highest of its fair
value less costs of disposal (if measurable), its value in use
(if determinable) and zero. The amount of the impairment
loss that would otherwise have been allocated to the asset
is allocated pro rata to the other assets of the unit. An
impairment loss is recognised as an expense immediately in
profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset (or a cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss.

Borrowing costs

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

TESFBE (&)

BRRERVEEZRERBE

(#&)

A E g AR FE OB K
R)EERBEMEPZEE.
R A EER - Ty AR B AT
MHEHERFEEEREERTE
AARKRBEERERABAN ZBER
B AT E R B AR RRER

eREEHHE-

ffhFt B E (RBRSELEM) Z
AREeEIREEmE EE
(HBHEELEM) 2 REERA
MEH AT E S 5 - B E R R E
BErSHAEEERE R FER
HEKRA (A FHE) - EERE
BWAEE) LT (UBSER
®) HiEnEEEEEMNRERS
BeRARLADEEZEMA
B E A B E - BUEEERR N E
FER BRI o

R E BRI R B - RIEZIAE
EZREESENEELEITZ
ERFATUR B &5 - HESR DN 2 Bk
ErEBLERBEFREILEL
ZHBE (B ELEN)HER
HEREREEE < REE  RE
B 1R 1 O AN A IR 2R FERR

BEE A

WiE 2EREEREREE (A
FEREREET ERER R
HIHECEE) ERBHZBERX
Ko GMARTEEZRA BE
ZEEECABEAAERTE M
BRHERL -BEBERFRE
EEREEFMXAERREMR
BZBRERAGEARTELRALZ
BEBEERAP MR-

Neway Group Holdings Limited f 2 & MiZRER D 7

Annual Report 2016 F 3§



®

Notes to the Consolidated Financial Statements

e PR R A

For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowing costs (Continued)

All other borrowing costs are recognised as and included
in profit or loss under the finance costs in the consolidated
statement of profit or loss and other comprehensive income in
the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from ‘profit before taxation’ as
reported in the consolidated statement of profit or loss and
other comprehensive income because of income or expense
that are taxable or deductible in other years and items that are
never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

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

Deferred tax liabilities are recognised for taxable temporary
differences arising from investments in subsidiaries and
interests in joint ventures, except where the Group is able
to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments and
interests are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE T NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period.

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

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model,
the carrying amounts of such properties are presumed to be
recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model
whose objective is to consume substantially all of the economic
benefits embodied in the investment property over time, rather
than through sale. If the presumption is rebutted, deferred tax
for such investment properties are measured in accordance
with the above general principles set out in HKAS 12 (i.e.
based on the expected manner as to how the properties will
be recovered).

Current and deferred tax are recognised in profit or loss.
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.
Initial direct costs increased in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset.

The Group as lessee

Assets held under finance leases are recognised as assets of
the Group at their fair value at the inception of the lease or,
if lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
consolidated statement of financial position as a finance lease
obligation.

Lease payments are apportioned between finance expenses
and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the
liability. Finance expenses are recognised immediately in profit
or loss, unless they are directly attributable to qualifying assets,
in which case they are capitalised in accordance with the
Group's general policy on borrowing costs (see the accounting
policy below).

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as
a reduction of rental expense on a straight-line basis, except
where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset
are consumed.
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)
Leasehold land and building

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental
to ownership of each element have been transferred to the
Group, unless it is clear that both elements are operating
leases in which case the entire lease is classified as an
operating lease. Specifically, the minimum lease payments
(including any lump-sum upfront payments) are allocated
between the land and the building elements in proportion to
the relative fair values of the leasehold interests in the land
element and building element of the lease at the inception of
the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted for
as an operating lease is presented as “prepaid lease payments”
in the consolidated statement of financial position and is
amortised over the lease term on a straight-line basis.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items that are
measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Group (i.e. HK$) at the rate of exchange prevailing at the
end of the reporting period, and their income and expenses
are translated at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated in
equity (the translation reserve).

Retirement benefit costs

Payments to defined contribution retirement benefits schemes,
state-managed retirement benefit schemes and Mandatory
Provident Fund Scheme are charged as an expense when
employees have rendered service entitling them to the
contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit
in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave) after
deducting any amount already paid.
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For the year ended 31 December 2016
BE T NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instruments. Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets or financial
liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group's financial assets are classified as loans and
receivables, held for trading investments and available-
for-sale investments. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the
marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part
of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period to the
net carrying amount on initial recognition. Interest income is
recognised on an effective interest basis for debt instruments.
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Held for trading investment

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

o it is a part of an identified portfolio of financial
instruments that the Group manages together and has
a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.

Held for trading investment is measured at fair value, with
changes in fair value arising from remeasurement recognised
directly in profit or loss in the period in which they arise.
The net gain or loss recognised in profit or loss excludes any
dividend or interest earned in the financial assets.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at fair
value through profit or loss, loans and receivables or held-to-
maturity investment.

Dividends on available-for-sale equity instruments are
recognised in profit or loss when the Group’s right to receive
the dividends is established. Other changes in the carrying
amount of available-for-sale financial assets are recognised
in other comprehensive income and accumulated under
the heading of investments revaluation reserve. When the
investment is disposed of or is determined to be impaired,
the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified to profit or loss
(see the accounting policy in respect of impairment loss on
financial assets below).
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Available-for-sale financial assets (Continued)

Available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at the end of the reporting
period (see accounting policy on impairment loss on financial
assets below).

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. Subsequent to initial recognition, loans and
receivables (including loan to available-for-sale investees, loans
to joint ventures, trade and other receivables and deposits,
loans receivable, amount due from a related company, short-
term bank deposits and cash and cash equivalents) are carried
at amortised cost using the effective interest method, less
any identified impairment losses (see accounting policy on
impairment of financial assets below).
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment of financial assets

Financial assets are assessed for indicators of impairment at
the end of each reporting period. Financial assets are impaired
when there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the financial
assets have been affected.

For loans and receivables, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency in
interest and principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments and observable changes
in national or local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, an impairment
loss is recognised in profit or loss when there is objective
evidence that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted at
the original effective interest rate.
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2016
BE T NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment of financial assets (Continued)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables where the carrying amount is
reduced through the use of an allowance account. Changes in
the carrying amount of the allowance account are recognised
in profit or loss. When the trade receivables are considered
uncollectible, they are written off against the allowance
account. Subsequent recoveries of amounts previously written
off are credited to profit or loss.

For financial assets carried at cost, the amount of the
impairment loss recognised is difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the current market rate of return for
a similar asset. Such impairment loss will not be reversed in
subsequent periods.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment
not been recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities or as
equity in accordance with the substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument.
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Notes to the Consolidated Financial Statements

e R R M

For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue costs.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount
on initial recognition. Interest expense is recognised on an
effective interest basis.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables,
borrowings and amount due to a non-controlling shareholder
of a subsidiary and a related company are subsequently
measured at amortised cost, using the effective interest
method.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Derivative financial instrument

Derivative is initially recognised at fair value at the dates when
derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or loss
immediately unless the derivative is designated and effective
as a hedging instrument, in which event the timing of the
recognition in profit or loss depends on the nature of the
hedge relationship.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and receivable is recognised in profit or loss.

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

e R R M

For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

4,

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

Fair value of equity interest of Sichuan Ying Wah
Real Estate Company Limited (/9)I| % % = ith = 5 R
A7) ("Ying Wah") and impairment of loan to Ying
Wah

The fair value of equity interest of Ying Wah (included in the
available-for-sale investments as set out in note 19) amounting
to HK$14,142,889 (2015: HK$15,044,294) and the loan to
Ying Wah (included in loans to available-for-sale investees
as set out in note 20) amounting to HK$31,256,977 (2015:
HK$35,002,605) as at 31 December 2016. The directors of the
Company consider that no impairment on loan to Ying Wah is
required as at 31 December 2016.

During the assessment of the fair value of equity interest of
Ying Wah, the directors of the Company use their judgment
in selecting an appropriate valuation methodology for the
valuation of financial instruments not quoted in an active
market. The Group engaged an independent professional
valuer to perform the valuation. The fair value of available-for-
sale equity investments is assessed based on adjusted net asset
value of Ying Wah as at 31 December 2016. Details of the
valuation methodology and key inputs involved are disclosed
in note 43. Determining whether there is impairment loss on
the loan to Ying Wah, the directors of the Company assess
the recoverability of the loan to Ying Wah by reviewing the
adjusted net asset value of Ying Wah as at 31 December 2016.

Where there are any changes in the key inputs due to the
change in market conditions, the fair value of equity interest
of Ying Wah may be significantly affected and significant
impairment loss on the loan to Ying Wah may arise.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

4,

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Estimated impairment of properties under
development for sale

As at 31 December 2016, properties under development for
sale of approximately HK$42,309,793 (2015: HK$44,882,520)
is stated at lower of cost and net realisable value. The
directors of the Company use their judgment in determining
the net realisable value of properties under development for
sale with reference to the comparable market transaction in
similar location. The directors of the Company consider that
no impairment is identified as at 31 December 2016. Where
there are any decrease in the net realisable value arising
from any changes to the market conditions in the PRC, there
may be impairment loss recognised on the properties under
development for sale.

Fair value of derivative financial instrument

The directors of the Company use their judgment in selecting
an appropriate valuation inputs for the valuation of financial
instruments not quoted in an active market. Black-Scholes
option pricing model is used for valuation of the instrument
which involves several key assumptions and estimates including
share price volatility of comparable companies, dividend yield
and risk-free rate. As at 31 December 2016, the fair value
of derivative financial instrument measured at fair value was
approximately HK$10,416,328 (2015: HK$10,369,795). Details
of the valuation methodology are disclosed in note 19.

Fair value of investment properties

The fair value was based on a valuation on these properties
conducted by independent firms of professional valuers using
property valuation techniques which involve certain estimates,
including appropriate capitalisation rates and level and location
adjustments. Favourable or unfavourable changes to these
assumptions would result in changes in the fair value of the
Group's investment properties and corresponding adjustments
to the amount of gain or loss reported in the consolidated
statement of profit or loss. As at 31 December 2016, the
fair values of investment properties are approximately
HK$190,125,000 (2015: HK$76,365,000). Details of the
valuation methodology are disclosed in note 16.

HETRERRZEE
HiR (&)
HERRTWE A RE

HE_ZT—R"F+-_A=+—H
I HFEERTPYECZEENR
42,309,793 T (ZF — R F:
44,882,520/ 7T ) * THIR AN R A]
FIFEIRIEESER - ARAE
ERNETHERRTYENTE
RFERERTREZHE 2
ZHEVNENALEBRMBERHe
KANREERABBE_ZT—F
+ - A=+—B It WEHRIEM
BB o fifiH BT 35 AR 5 3R {r]
By SR EIEFEERD  BIRTRER
FERRDPVEERBEESE-

FTESMTENTHE
ARREERTEERTIHERE
MeMmTHREBE ZHERE
FrEA T RE 2 HIE - RarEET
BEACHEEATAETHE &
PR % EEsREBE R (B
AL AR E R B - R Bk as
ERERBFER) HE-_ZT—X
F+-A=+—HBI1 RAFER
EMTESRI AN A TEY
£10,416,3288B L (ZE—HF -
10,369,795 7T ) BB A 27
BT 19K E -

BREWEATE
NEETBREB L BEGEMT
FRYEGHERGETHGHEE
R ERBRETEHE RIEEE
MEREEREBRUEFHE-
ZEBREINENXTFEHFE
BAEBREMELATFENE
MEeaBarkPRENEES
BIEHAAERAE - HE-_T—X
+—A=+—Hit  BREYVEDHD
SE{E#974190,125,0008 T (=&
— F 4F : 76,365,000/ 7T) < 15 1E
EZFFEIBRKI 16T EE -

Neway Group Holdings Limited f 2 & MiZRER D 7

Annual Report 2016 F 3§



®

Notes to the Consolidated Financial Statements

e R R M

For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

4,

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Estimated impairment of trade receivables

In determining whether there is objective evidence of
impairment loss, the Group takes into consideration the
estimation of future cash flows. The amount of the impairment
loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate computed at initial
recognition). Where the actual future cash flows are less than
expected, a material impairment loss may arise. As at 31
December 2016, the carrying amount of trade receivables is
approximately HK$140,037,000 (net of allowance for doubtful
debts of approximately HK$4,336,000) (2015: carrying amount
of trade receivables is approximately HK$144,217,000 (net of
allowance for doubtful debts of approximately HK$3,116,000).

REVENUE AND SEGMENT INFORMATION

Revenue represents the amounts received and receivable for
goods sold and services provided by the Group, less discounts
and sales related taxes during the year.

Segment revenue and results

Information reported to the executive directors of the
Company, being the chief operating decision makers, for the
purpose of resource allocation and assessment of segment
performance focuses on types of goods or services delivered or
provided.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

5. REVENUE AND SEGMENT INFORMATION
(Continued)

Segment revenue and results (Continued)

During the year ended 31 December 2016, management
considered that gaming business (“Gaming Business”) has
become a substantial operating activity to the Group as the
Group started to record the revenue from the business in the
current year. Therefore, the Gaming Business is reported as a
new reportable and operating segment for the current year.
Figures in the segment information for the year ended 31
December 2015 have been restated for comparative purposes.
Expenses in relation to the Gaming Business for the year
ended 31 December 2015 previously included in unallocated
corporate expenses have been represented and included in the

segment result of the Gaming Business.

The Group's reportable and operating segments are therefore

as follows:
(a) Gaming Business;

(b) Money lending (“Lending Business”);

(c) Manufacturing and sales of printing products

("Manufacturing and Sales Business”);

(d) Artistes management, production and distribution of
music albums and movies (“Music and Entertainment

Business”);

(e) Property development and investment (“Property
Business”), including properties development projects
and properties investments in the PRC, mini storage
business, office leasing and properties leasing and

investment in Hong Kong;

) Securities trading (”Securities Trading Business”); and

(9) Trading of printing products (“Trading Business”).
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For the year ended 31 December 2016
B E—NFf A= —HIFFEE

5. REVENUE AND SEGMENT INFORMATION 5. WBERSEER (&)
(Continued)
Segment revenue and results (Continued) THEWEREE (&)
The following is an analysis of the Group’s revenue and results RNEFIGKE RO HRE D BEE S
by operating and reportable segments: ZWWEREESTTWOT
Revenue Segment profit (loss)
1§ FEERHN (H8)
2016 2015 2016 2015
—®-A~f -F-5F Z®B-AF _F-EF
HK$ HK$ HK$ HK$
BT BT BT B
(re-presented)
(BEFRE)
Gaming Business BRER 88,319 - (19,795,026) (7,959,791)
Lending Business HEXH 8,215,087 7,089,375 3,320,390 1,403,435
Manufacturing and Sales Business BERBEER 492,941,761 466,163,695 58,337,913 (36,563,273)
Music and Entertainment Business BERREET 27,039,363 11,919,662 659,976 (8,204,791)
Property Business VES 1,713,770 1,010,823 (6,608,054) 5,431,628
Securities Trading Business BREEER - - 68,591,575 (6,890,866)
Trading Business BOEE 32,912,733 35,072,106 2,086,385 2,206,707
Total st 562,911,033 521,255,661 106,593,159 (50,576,951)
Bank interest income RATHEHA 1,195,950 1,714,19
Loss on disposal of a subsidiary HE-HHBLAZER - (1,183,198)
Unallocated corporate expenses FOECELH (15,480,164)  (14,954,675)
Unallocated other income and RAOEMBA R
other gains and losses Hih ez Mg 8B - 4,500,000
Impairment loss recognised in respect of FAfHERERR
available-for-sale investments BERRE (5,581,603) (7,765,000)
Unallocated share of results of joint ventures &7 B 2 JE{EA A )
E3 | (3.253) (3,229)
Profit (loss) before taxation BHRAEN (B8) 86,724,089  (68,268,857)
All of the segment revenue reported above is from external EXFSmE A D BERETIR
customers. BONEES o
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For the year ended 31 December 2016

BE-—F—NFL+_HA=1—HIFE
5. REVENUE AND SEGMENT INFORMATION 5. WBERSEER (&)
(Continued)
Segment revenue and results (Continued) THEWERESE (&)
The accounting policies of the operating and reportable E N A RE DAy @R E
segments are the same as the Group's accounting policies M sE3prili AN EE E 7 @t E
described in note 3. Segment profit (loss) represents the profit BleonfEaERN (EB)IEZS Y ER
earned/loss incurred by each segment without allocation of BZuHM ExzEE BXEs:
bank interest income, unallocated other income and other SRITHBULA ~ K7 B E b Uk A A
gains and losses, unallocated corporate expenses, impairment REMKZIEEEE KoL ES
loss recognised in respect of available-for-sale investments, Bt B EREER ZBEE
loss on disposal of a subsidiary, unallocated share of results of B -HE—RBIBARIZEE K
joint ventures and taxation. This is the measure reported to the S ZERE S NFIX2E NI
Group’s management for the purpose of resource allocation VEE DB o BB RO LRI
and performance assessment. TR ERETEBBHRE Z5TE
JEe
Segment assets and liabilities THEERERE
The following is an analysis of the Group's assets and liabilities RNEFIGKE RO RE D BE S
by operating and reportable segment: ZEENBESTOT:
As at 31 December 2016 BE-ZE—XRF+=-A=+—HL
Manufacturing Music and Securities

Gaming Lending and Sales  Entertainment Property Trading Trading

Business Business Business Business Business Business Business  Consolidated

FEER HE$E BRREEEE JTERBYER NEEE  REEEER B5%% G&

HKS HKS HKS HKS HKS HKS HKS HKS

Segment assets AREE 8,253,558 37,294,789 285,627,273 12,881,213 291,477,500 148,337,998 15,762,384 799,634,715
Other asses AEE 316611600
Consolidated assets GREE 1,116,246,315
Segment liabilities PHEEE 363,124 11,505,016 119,097,575 9,194,593 45,000,946 30,360 3,116,159 188,307,773
Other liabilties AhgE 14,104,690
Consolidated liabiiies A &E

202,412,463
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e R R M

For the year ended 31 December 2016

2-E—

INFE ZASZ—HUFE

5. REVENUE AND SEGMENT INFORMATION 5. WEksEER (&)
(Continued)
Segment assets and liabilities (Continued) THEEREE (8)
As at 31 December 2015 (re-presented) BHE-_EZ—FRE+_RB=+—H
IE(EFRZ
Manufacturing Music and Securities
Gaming Lending and Sales  Entertainment Property Trading Trading
Business Business Business Business Business Business Business Consolidated
ERER HEEH RERBERR B4RBEEH mEEH  BREEER ECES e
HKS HK$ HK§ HK$ HK$ HK$ HKS HK$
B A1 A AT B B B AT
Segment assets HREE 8,956,387 77431090 301,770,162 28794325 190,850,057 47,662,489 1482107 670,285,537
Other assets EEE 334,415,915
Consolidated assets GREE 1,004,701 452
Segment liabilities PHEE 194,647 24,324,402 94,765,208 6,443,287 18,747,408 30,000 6,331,611 150,836,563
Other libiltes itaf 6,789,119
Consolidated liabilies A& E 157,625,682

For the purposes of monitoring segments performances and

allocating resources between segments:

all assets are allocated to operating and reportable
segments other than certain interest in joint ventures,
certain loans to joint ventures and available-for-sale
investees, certain available-for-sale investments, certain
other receivables, prepayments and deposits, tax
recoverable, short-term bank deposits and cash and

cash equivalents.

all liabilities are allocated to operating and reportable
segments other than certain other payables and
accruals, deferred taxation and tax liabilities.
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

5. REVENUE AND SEGMENT INFORMATION
(Continued)

5. WEKkoBEER (&)

Other segment information

For the year ended 31 December 2016 BE=-ZE—X"E+=-A=+—H
LFE
Manufacturing Music and Securities
Gaming Lending and Sales  Entertainment Property Trading Trading Segment
Business Business Business Business Business Business Business total  Unallocated  Consolidated
BER BER
BRER REEHR HEER REER NEEYH BHERER LT RS ARE OB &4
HKS HKS HKS HKS HKS HK$ HKS HKS HK$ HK$
BT B B B B B B BT B BT
Amounts included in the HEGEES EvEyv-5
measure of segment results  sFAZEE:
or segment assets:
Interest income (exclusion of  FISMA (FBERBME
interest income from money B ZFBMA)
lending business) - - - - (795,031) - - (795,031) (1,195,950) (1,990,981)
Interest expenses HMERX - 3,064,918 784,154 - 44,636 - 14,185 3,907,893 - 3,907,893
Amortisation of prepaid lease BT E AR
payments - - 718,048 - - - - 718,048 - 718,048
Depreciation of property, nE BERRETE
plant and equipment 444,947 106,205 8,471,679 12,635 1,256,562 - 882,539 11,174,567 - 11,174,567
Write down of inventories WRTE - - 268,039 - - - - 268,039 S 268,039
Allowance for bad and RABRE 38
doubtful debts, net - - 1,653,133 62,400 - - - 1,715,533 - 1,715,533
Loss on disposal of property,  HENE - ME kR &
plant and equipment b - 26,709 - - - - - 26,709 - 26,709
Additions to property, nE BERRERE
plant and equipment 537,490 92,975 4,933,883 - 617,664 - 729,381 6,911,393 - 6,911,393
Impairment loss recognised i~ LA H &R EHA
respect of available-forsale 2 EEE
investment - - - - - - - - 5,581,603 5,581,603
Impairment loss recognised i~ A FASDFER
respect of loans to BRZAERE
joint ventures - - - - 5,268,340 - - 5,268,340 - 5,268,340
Change in fair value of derivative $74 B TAZ AFEEH
financial instrument o = > 0 (752,329 - - (752,339) - (752,339)
Change in fair value of BEEEREC A TES
held-for-trading investments - - - - - (79,983,930 - (79,983,930 - (79,983,930
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Notes to the Consolidated Financial Statements

ARE SRR M
For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

5. REVENUE AND SEGMENT INFORMATION 5.
(Continued)

WaEkoBEER (&)
Httn BER (&)

HE-_ZT—HRF+-_A=+—H
IHEE (EFRE

Other segment information (Continued)

For the year ended 31 December 2015 (re-presented)

Manufacturing Music and Securities
Gaming Lending and Sales  Entertainment Property Trading Trading Segment
Business Business Business Business Business Business Business total Unallocated ~ Consolidated
HERHE  EERRE
EEEB HEEH % £% NEEH  FFEEEH B5%% AR KHR Fa
HKS HK$ HK$ HKS HKS HK$ HK$ HKS HKS HK$
BT BT BT BT BT BT BT BT BT BT
Amounts included in the HEGEES EvE -5
measure of segment results  FFAZEE
or segment assets (BHRE):
(re-presented):
Interest income (exclusion of ~ FISMA (FEEREHE
interest income frommoney B ZFBHKA)
lending business) - - - - (2,817,752 - - (2,817,752 (1,714,196) (4,531,948
Interest expenses FERX S 2,591,217 755,790 S S = S 3,347,007 - 3,347,007
Amortisation of prepaid lease B8 & 50E %
payments = > 708,341 > > S = 708,341 3 708,341
Depreciation of property, hE BERRXENE
plant and equipment 120,708 91,976 13,663,496 28,677 1,010,941 - 95,242 15,011,040 897,535 15,908,575
Write down of inventories HAGE - - 3,407,873 - = - = 3,407,873 = 3,407,873
Reversal of bad and REKRED
doubtful debts - - (268,854) - - - - (268,854) - (268,854)
Loss on disposal of property, — HEWE HE R E
plant and equipment pd i3 - - - - - - - - 2,674 2,674
Additions to property, nE BERRERE
plant and equipment 1,521,341 87,807 5,639,171 62,581 48,550 - 80,249 7,439,699 209,291 7,648,990
Impairment loss recognised in -~ 591 « B Rk B2
respect of property, JHEER
plant and equipment - - 9,156,985 - - - - 9,156,985 - 9,156,985
Impairment loss recognised i~ BEF EERRZ
respect of intangible assets REEE - - - 5317,632 - - - 5317,632 - 5,317,632
Impairment loss recognised i~ FEAIEHEREHA 2
respect of available-forsale  EKE
investment - - - - - - - - 7,765,000 7,765,000
Change in fair value of derivative $74 B TAZ AFEEH
financial instrument - - - - (4,101,597) - - (4,101,597) - (4,101,597)
Change in fair value of BEEERECATELD
held-for-trading investments - - - - - 6,673,489 - 6,673,489 - 6,673,489
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

5.

REVENUE AND SEGMENT INFORMATION

(Continued)

Revenue from major products and services

The following is an analysis of the Group’s revenue from its

WKk o BER (&)

REFREmMEERK 2 WE

ATBAREREEETEEMK

major products and services: R 2 Wz #r:
2016 2015
=t —E-T%
HK$ HK$
BT BT
Artistes management fee income EATEERA 1,309,737 1,124,333
Concerts and shows income EIEE K FRIERA 17,491,920 3,350,525
Income from the licensing of EEIGEEISERION
the musical works 4,174,044 3,723,210
Loan interest income from REMEER 2
money lending business BROH B A 8,215,087 7,089,375
Other music and entertainment oAb 5 B IR G AR 7
services 1,119,407 639,853
Printing products il 2 i 525,854,494 501,235,801
Promotion income FEKA 1,453,718 1,483,011
Rental income EEA L ON 1,713,770 1,010,823
Sales of albums HEBR 1,490,537 1,598,730
Income from Gaming Business BERLE U 88,319 =
562,911,033 521,255,661
Geographical information ith & & R

The Group’s income from Manufacturing and Sales Business
is mainly derived from Hong Kong and the PRC. The Lending
Business, the Trading Business, Music and Entertainment
Business and Securities Trading Business are carried out in
Hong Kong. The Property Business is carried out in the Hong
Kong and the PRC. The Gaming Business is carried out outside
Hong Kong.

AEEKXRBBERFEERB W
AZBRREERPE -BEE
B BHER BERREER R
EREBEEBTIERBTELE-
MEXBRBEBRPEEE - 5
EBRBBAIMNEERZL S
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Notes to the Consolidated Financial Statements

e R R M

For the year ended 31 December 2016
B E—NFf A= —HIFFEE

5. REVENUE AND SEGMENT INFORMATION 5. WmkoEER (&)
(Continued)
Geographical information (Continued) HWEER (&)
The Group's revenue from external customers and information REFEKBINSREZWEZNLE
about non-current assets by geographical location of the FAIERBEEZERORERE
customers and assets respectively are detailed below: REEEHEEY AT :
Revenue from
external customers Non-current assets
RENDEF 2 i FRBEE
2016 2015 2016 2015
ZE-AE —T-1%F ZE-XE —T-hfF
HK$ HK$ HK$ HK$
BT BT BT B
Hong Kong 05 272,421,151 218,297,503 205,685,947 87,912,943
The PRC F 169,249,675 185,323,839 168,602,187 187,531,466
Europe BUM 54,614,355 48,395,233 = 5
United States %8 39,849,765 35,618,205 - =
Others Hit 26,776,087 33,620,881 - -

562,911,033 521,255,661 374,288,134 275,444,409

Note: Non-current assets exclude available-for-sale investments and st FERBEAETBEAHRDERER
loans to joint ventures. BTEERAIZER

Information about major customers FEEFER

There was no customer contributing over 10% of total sales of REBE_Z—REER_T—hF

the Group for the year ended 31 December 2016 and 2015. TZA=T—HIFE BEEP

BRI ASEEEERKERB10% -
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

6. OTHER GAINS AND LOSSES 6. HtmRESE
2016 2015
ZE-AE —T-hF
HKS$ HK$
BT BT
Net foreign exchange gain NG W 2 F 5B 3,812,271 3,101,642
Fair value changes in investment REME L RN FEZE
properties 630,600 2,265,000
Loss on disposal of a subsidiary HE—RBRRZEIE
(note 37) (B15£37) - (1,183,198)
Loss on disposal of property, HEME HEREHEZ
plant and equipment 518 (26,709) (2,674)
(Allowance for) reversal of bad and REESR (#4H) B F88
doubtful debts, net (1,715,533) 268,854
Impairment loss recognised in respect  FL¥IE - BB M iR 1E
of property, plant and equipment R REBE - (9,156,985)
Impairment loss recognised in respect Tt & E R
of intangible assets B EE = (5,317,632)
Impairment loss recognised in respect  FLAIEHEREER 2
of available-for-sale investments BEEE (5,581,603) (7,765,000)
Impairment loss recognised in respect  FLiA T AL N ERER
of loans to joint ventures BB E (5,268,340) =
Change in fair value of held-for-trading #H{EE E&RE QA FEEF
investments 79,983,930 (6,673,489)
Change in fair value of derivative TEemIAEQFEE
financial instrument 752,339 4,101,597
72,586,955 (20,361,885)
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e R R M

For the year ended 31 December 2016
B E—NFf A= —HIFFEE

7. FINANCE COSTS 7. EERAK
2016 2015
—E—RE —E—hF
HKS$ HK$
BT BT
Interest on: LATIEE 2 F 8 :
Bank borrowings and RITEERIRIT
bank import loans AOER 828,791 755,790
Amount due to a related company FET — R R R RIA 3,064,918 2,591,217
Obligations under finance leases BEMERE 14,184 =
3,907,893 3,347,007
8. DIRECTORS’ AND CHIEF EXECUTIVE 8. EERTHAZM=
EMOLUMENTS
The emoluments paid or payable to each of the nine (2015: UTAEENEENTIR(ZE
nine) directors of the Company were as follows: —RF:9Z )RARIEZTZHE :
Alternate
Executive directors Non-executive directors Independent non-executive directors director
YrES F47ES BUkynES HitER
SUEK SUEK CHAN LEE ] LAU
Ka Lun, Chai  Kwing Choi, WONG NG Wai TSE Kwok Lai Ping, Kam
Ernie Hong Warren Sun Fat Kwan Tin Tai Wan Cecily Cheong Total
EEB BEE 3] ESiE] REE EF3 ZHE 5] $:4 EEE @it
HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS
BT BT BT BT BT BT B BT B B
(note |}
(Hizi)
2016 ZE-RF
Fees ok - - 12500 100000 100000 100000 100,000 100,000 - 682500
Other emoluments £t
~ Salaries and other benefits -HeREMET 2,082,000 1,242,000 - - - - - - 430807 3,754,807
- Contributions to retirement ~RIVERIE B
benefits schemes 18,000 18,000 7,500 - - - - - 18,000 61,500
Total emoluments Hows 2100000 1260000 150,000 100,000 100000 100000 100,000 100,000 448807 4,458,807
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016

BE-F—AEF A=t —AUFE
8. DIRECTORS’ AND CHIEF EXECUTIVE 8. EBRITHAZME
- =
EMOLUMENTS (Continued) (£8)
Alternate
Executive directors Non-executive directors Independent non-executive directors director
$EZ FiES BUknES BIER
SUEK SUEK CHAN EE i LAU
Ka Lun, Chai Kwing Choi, WONG NG Wai TSE Kwok Lai Ping, Kam
Ernie Hong Warren Sun Fat Kwan Tin Tai Wan Ceclly Cheong Total
2t EEE Riam iR RER EFS FEZ BE% il @it
HK$ HK$ HKS HKS HKS HKS HKS HKS HKS HKS
BT BT AT BT BT BT BT B B B
(note |}
(Hiii)
2015 “2-1%
Fees k3 - - 146,250 96,250 96,250 96,250 96,250 96,250 - 627,500
Other emoluments EthMe
~ Salaries and other benefits -HeREMET 2,100,000 1,260,000 - - - - - - 43779 3,797,79
- Contributions to retirement ~RIVERIF B
benefits schemes 18,000 18,000 7313 - - - - - 18,000 61,313
Total emoluments Meng 2,118,000 1,278,000 153,563 96,250 96,250 96,250 96,250 96,250 455,790 4,486,603
Notes. /}ﬁ L?I‘ B
(i) Mr. SUEK Chai Hong is also the chief executive of the 0] BEELAENRABRRNAZITRA
Company and his remuneration disclosed above included AR EXERE e BEE
those for services rendered by him as chief executive. FRITBBHMRERE 2 -
(ii) The emoluments and retirement benefits of executive directors (ii) HITEE 2 FH N SR IRE R T b i

No directors of the Company waived or agreed to waive any

were for their services in connection with the management of
the affairs of the Company and the Group. The emoluments
and retirement benefits of non-executive directors and
independent non-executive directors were for their services as

directors of the Company.

emoluments during the year.

EERARARAEBENEENR
HZRIGER - FERITEZ BT
FEHITEE 2 H M PR IKR NI T3
REERARREEMRH RS
[IE: 3¢

RAFE  BEARAETHERX
RIEMEEAME -
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e R R M

For the year ended 31 December 2016
B E—NFf A= —HIFFEE

9.  FIVE HIGHEST PAID EMPLOYEES 9. HEESFEE
Of the five individuals with the highest emoluments in the EXREEREZZSHFALHR W
Group, two (2015: two) were directors of the Company Z(ZE—FHEFE WML BEEXNT
whose emoluments are set out above. The emoluments of the EF FEMezHEzBRERN L
remaining three (2015: three) individuals are as follows: X -HB@Bp=BALT(ZE—FHF:
—F)ZMEewmT

2016 2015

ZE-RF —T—AF

HK$ HK$

BT BT

Salaries and other benefits e kEAMETR 2,836,500 3,074,440

Bonus (note) TE4L (K73E) 11,393,101 65,380

Contributions to retirement IRURAE M ETEI 3k

benefits schemes 54,000 90,225

14,283,601 3,230,045
Note: Bonus is determined based on their duties and responsibilities Bt FEATHIRIBE RS S BN AN E B AR
of the relevant individuals within the Group and the Group’s ENETEUARREBNESEETE -

performance.

The number of the highest paid employees who are not the TWIEARNREEZ B HEERN

directors of the Company whose remuneration fell within the e BN IATEHE 2 AZBHT:

following bands is as follows:

2016 2015
—B-REF —F—hf%
Number of Number of
employees employees
EEAH BE A
Nil to HK$1,000,000 = 21,000,000/ 7T - 1
HK$1,000,001 to HK$1,500,000 1,000,001 T2
1,500,000/ 7T 2 2
HK$11,000,001 to HK$11,500,000 11,000,008 7T E
11,500,000/ 7T 1 -
3 3
No emoluments were paid by the Group to the directors of the RREFE  NEEFTERAD T
Company or the five highest paid individuals as an inducement EEY A EmEa T ATINEM
to join or upon joining the Group or as compensation for loss < EAMAREESINEER 2
of office in any of the year. REIR K EBA 2 FHE-
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e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

10. TAXATION CHARGE (CREDIT) 10. BIEBAX (EK)
2016 2015
—B-REF —E-RF
HK$ HK$
BT BT
The taxation comprises: WA
Hong Kong Profits Tax BEBENEH
Charge for the year REZH 1,051,300 2,065,811
Under (over) provision in prior years BEFERETZ
(EBREEE) 50,275 (479,402)
1,101,575 1,586,409
PRC Enterprise Income Tax PEBEMRER
Charge for the year REZH 3,452,851 3,285,064
Overprovision in prior years MEFEBERE - (3,444,415)
3,452,851 (159,351)
Deferred tax charge (credit) REREFIBEHR (EE)
for the year (note 34) (Kiat34) 8,166,061 (2,153,000)
12,720,487 (725,942)
Hong Kong Profits Tax is calculated at 16.5% of the estimated BEAENGBIBRBFAZGETE
assessable profit for the year. AR AR R 16.5%FT & ©
Under the Law of the PRC on Enterprise Income Tax (the “EIT BIE (PEARLNMBEDERSE
Law"”) and Implementation Regulations of the EIT Law, the tax Tk ([ KEMEBRFEY )&
rate of the PRC subsidiaries is 25%. CEEMETURBRIED) -

BB AR 2 HE E25%
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e R R M

For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

10. TAXATION CHARGE (CREDIT) (Continued)

The taxation for the year can be reconciled to the profit (loss)
before taxation per the consolidated statement of profit or loss

10. BEMAX (E%) (&)

FAMEANBGABEEREMBE
T YA 3R 3R BT B B A g ) (&S

and other comprehensive income as follows: 8)EERM T
2016 2015
—B—XRE —E—hF
HK$ HK$
BT B TT
Profit (loss) before taxation BrEEAT = T (E548) 86,724,089 (68,268,857)
Tax at the income tax rate of 16.5% LA E16.5% &
(2015: 16.5%) ZHIE(ZE—RF:
16.5% ) 14,309,475 (11,264,361)
Tax effect of expenses not deductible ~ TNE[ IR 2 B i5 2 &
for tax purposes 2,936,429 7,067,283
Tax effect of income not taxable for BAEARMBA R B &
tax purposes (805,296) (3,571,265)
Tax effect of the tax losses/deductible ~ REMRIEEE,
temporary differences not recognised  A] 18 B b5 = %5 2
MIEHE 4,805,036 8,164,638
Under (over) provision provision BEFERETL
in respect of prior years (EBEaREE) 50,275 (3,923,817)
Utilisation of tax losses previously B AR AR TS EE
not recognised (8,363,178) (23,115)
Tax effect of recognition of tax losses LRI AR MR RIS E1E 2
previously not recognised ik (1,518,080) -
Effect of different tax rates of REMEEERLEE 2
subsidiaries operating in MEAR TR E
other jurisdictions T 1,058,306 2,565,447
Tax effect of share of results of DIRAERREEY
joint ventures Bxe 247,520 259,248
Taxation for the year FABIA 12,720,487 (725,942)
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e MR R M

For the year ended 31 December 2016

BE-—FE—NF+-_H=+—HIFE
11. PROFIT (LOSS) FOR THE YEAR 1. XFEHEAN(BE)
2016 2015
—E—REF —E—AHF
HK$ HK$
BT BT
Profit (loss) for the year has been arrived 5T & AR5 7 (E518 ) B
at after charging (crediting): BBk (FFA)
Auditor’s remuneration ZER & 1,800,000 1,800,000
Cost of inventories and record masters R ARSI ZFE R
recognised as an expense 08 Fr RS AR AR 384,474,527 424,369,536
Write-down of inventories WRFE
(included in cost of sales) (Bt ASHERARA) 268,039 3,407,873
Depreciation of property, WE - HE R
plant and equipment RETE 11,174,567 15,908,575
Less: capitalised in inventories B BRERZEFE (7,456,684) (9,804,714)
3,717,883 6,103,861
Amortisation of prepaid lease payments &1 & 7% 18 ## $4 718,048 708,341
Rental payments in respect of RIFEEHERE
premises under operating leases Tz e 13,232,616 12,063,124
Staff costs including directors’ BEIXRE (BREEEWNE)
emoluments
— Salaries, wages and other benefits —#FHe ITEM
HhaF 171,467,227 166,741,627
— Contributions to retirement benefits — — 3R K1& |5t 2|4 3
schemes 9,424,545 9,420,671
Less: capitalised in inventories BT EAZEFEER (87.536,315) (103,039,372)
Total staff costs 48 TR 93,355,457 73,122,926
Research expense (included in M= (FTA
administrative expenses) THRXZA) 8,057,556 1,647,016
Dividend income (included in other BB A (T AE A
income) WAR) (715,278) (267,287)
Income received from termination of &1k HE —EH B A 7
disposal of a subsidiary (included in F U B 2 A
other income) (FFAEAKWAR) - (4,500,000)
Bank interest income IRITH BUA
(included in interest income) (BT AFIEWARA) (1,195,950) (1,714,196)
Effective interest income on loan to an R @ 45 T 7] £ H & #
available-for-sale investee (included WERZERZ
in interest income) B B U A
(FFAF BB AA) (795,031) (2,817,752)
Gross rental income from investment  REREWEZ
properties e WA LBz (1,713,770) (1,010,823)
Less: Direct operating expenses incurred Ji : R EFEAH S WA Z
for investment properties that REMECEE
generated rental income during e
the year 54,072 4,514
(1,659,698) (1,006,309)
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

12.

13.

DIVIDENDS

No dividend was paid, declared or proposed for the years
ended 31 December 2016 and 2015, nor has any dividend
been proposed since the end of the reporting period.

EARNINGS (LOSS) PER SHARE

The calculation of the basic earnings (loss) per share
attributable to the owners of the Company for the year is
based on the following data:

12.

13.

iz 2

BE_Z—R"FERZFT—AF
+-A=+—HLEFERALEK
 EREZREEMRE B
S HA R DA SR IR R 5 IR B (1A

BB o

BRER (BFER)

RERAREE AN GREAEF
(B548) A BB -

2016 2015
—E—REF —E—AfF
HK$ HK$
BT BT
Profit (loss) for the purposes of AEEREARERT (FEE)
calculating basic earnings (loss) ZmH (EE)
per share 74,205,738 (67,261,328)
2016 2015
AL —T-hF
(Restated)
(geE5))
Weighted average number of shares fN# 91 % & B
Weighted average number of shares in st E&FREAREF (FE)
issue for the purposes of calculating ZINEFHEEITRE
basic earnings (loss) per share 220,839,784 184,055,911

No separate diluted earnings (loss) per share information has
been presented as there were no potential ordinary shares
outstanding for both 2016 and 2015.

The number of ordinary shares for the calculation of the basic
loss per share for the year ended 31 December 2015 has
been adjusted to reflect the impact of the share consolidation
effected on 5 April 2016 as disclosed in note 35.
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Notes to the Consolidated Financial Statements

e MR R

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

Y173 rY
14. PROPERTY, PLANT AND EQUIPMENT 14. Y BERSEE
Furniture,
Leasehold fixtures Machinery
Construction land and Leasehold and office and Motor
in progress buildings  improvements equipment equipment vehicles Total
HELH BE  BREER
EEIR REF VES5 HOERE BERRE RE Eh)
HKS HKS HKS HK$ HK§ HK$ HKS
BT BT BT BT BT BT BT
CosT A
At 1 January 2015 RZZ-1F—-A-H 17,323,873 152,385,532 62,762,647 46,594,704 477,852,375 12,093,326 769,012,457
Exchange adjustments EHAE (783,876) (6,445,365) (1,958,073) (1,889,103) (2,967,058) (340291)  (14,383,766)
Additions RE - - 1,116,193 1,257,069 4,522,973 752,755 7,648,990
Disposals HE - - - (9,297) - - (9.297)
Transfer from investment properties ~ E&E AR ENE - 11,165,187 - - - - 11,165,187
At 31 December 2015 RZE-RE+=ZA=+-H 16,539,997 157,105,354 61,920,767 45,953,373 479,408,290 12,505,790 773,433,571
Exchange adjustments ERAE (973,860) (6,589,753) (2,275,832) (2,094,815) (3,422,967 (351,963) (15,709,190)
Additions "B = = 96,600 988,755 3,609,559 2,216,479 6,911,393
Disposals HE - - (7,400) (37,128) - = (44,528)
Written-off it S S S o (24,911,998) - (24,911,998)
At 31 December 2016 RZZ-~E+-A=1-A 15,566,137 150,515,601 59,734,135 44,810,185 454,682,884 14,370,306 739,679,248
DEPRECIATION AND IMPARMENT R BifE
At 1 January 2015 R-ZE-RF—-A—H = 46,742,150 55,510,230 44,631,790 445,222,175 10,878,575 602,984,920
Exchange adjustments ERAE S (1,744,720) (1,355,980) (1,593,160 (1,118,583) (189,460) (6,001,903)
Provided for the year TERE - 3,990,577 3,676,297 1,355,823 6,866,017 19,861 15,908,575
Eliminated on disposals HERYHE - - - (6,623) = = (6,623)
Impairment loss recognised BRRRESE - - - - 9,156,985 = 9,156,985
At 31 December 2015 W=F-1F+-A=1-H = 48,988,007 57,830,547 44,387,830 460,126,594 10,708,976 622,041,954
Exchange adjustments - (1,054,815) (944,124) (1,799,164) (1,006,235) (24,283) (4,828,621)
Provided for the year - 2,555,403 2,366,380 875,945 4,384,690 992,149 11,174,567
Eliminated on disposals - - (3,083) (14,736) - - (17,819)
Eliminated on written-off - - - - (24,911,998) - (24,911,998)
At 31 December 2016 R=F-~E+-A=1-A S 50,488,595 59,249,720 43,449,875 438,593,051 11,676,842 603,458,083
CARRYING VALUES REE
At 31 December 2016 RZE-~E+=A=+-H 15,566,137 100,027,006 484,415 1,360,310 16,089,833 2,693,464 136,221,165
At 31 December 2015 W=F-AF+-A=t-H 16,539,997 108,117,347 4,090,220 1,565,543 19,281,69% 1,796,814 151,391,617
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For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

14. PROPERTY, PLANT AND EQUIPMENT
(Continued)

The above items of property, plant and equipment, other than
construction in progress, are depreciated on a straight-line
basis at the following rates per annum:

Leasehold land and buildings  Over the shorter of the lease

14.

bt BB MEREERE (12
TRERRON) 2 FrETIRAIA T F R
REREETH:

HELRET ZRENHRI0E50F

terms or 30 — 50 years (AEE £ AE)
Leasehold improvements 12.5% - 20% ﬂ%%%%ﬂ% 12.5% - 20%
Furniture, fixtures and office 10% — 25% B -EE 10% - 25%
equipment LN ”ﬁ
Machinery and equipment 10% - 25% NG 10% - 25%
Motor vehicles 25% - 33 5% B 25% - 33 '5%
2016 2045
—E-XRE ZE—RF
HK$ HK$
BT BT
The carrying values of leasehold T HEL W EEFY
land and buildings shown above FEEHERE:
comprise:
Leasehold land and buildings UREBEBEsHE
in Hong Kong THRIEF 11,597,045 12,019,174
Buildings in the PRC AR ZIEF 88,429,961 96,098,173
100,027,006 108,117,347

Property, plant and equipment with an aggregate carrying
value of HK$11,597,045 (2015: HK$12,019,174) have been
pledged to banks to secure general banking facilities granted
to the Group and obligations under finance leases.

At 31 December 2016, the carrying values of motor vehicles
included an amount of HK$548,910 (2015: nil) in respect of
assets held under finance leases.
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

14. PROPERTY, PLANT AND EQUIPMENT
(Continued)

Due to the Group’s recurring loss resulted in manufacturing
and sale of printing products segment during the year ended
31 December 2015, the directors of the Company conducted
an impairment assessment of the Group's property, plant and
equipment which are allocated to manufacturing and sale of
printing products segment as at 31 December 2015. Details of
impairment assessment on property, plant and equipment are
disclosed in note 46.

15. PREPAID LEASE PAYMENTS

14. Y% -BERFRE (F)

HRAEERBE_T—AF
TZA=T—BIFEZER &
HERHENDHLALELES
B ARREFCEREEZ T -1
FH+-A=t—HILHAXAEEY
% BELRETR (D EEER
o BE M E 0 B E1TRER
B BHEYWE  BFELREMER
b2 FH BRI 46 EE -

15. FANHEFE

2016 2015
—E—RE —E—AF
HK$ HK$
BT BT
The Group's prepaid lease AEBEMEE
payments comprise: RIEBE:
Leasehold land in the PRC Rz EE T 29,433,639 30,151,687
Analysed for reporting purposes as: BEmROWWAT
Current asset mENEE 665,931 718,048
Non-current asset ERBEE 28,767,708 29,433,639
29,433,639 30,151,687

The carrying amount of the leasehold land is charged
to consolidated statement of profit or loss and other
comprehensive income on a straight-line basis over the
remaining term of the leases.

HETHZREEDIREREE
REBRBOPHNBGFaER A
i 2 U 3R R HIBR o
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Notes to the Consolidated Financial Statements

e PR R M

For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

16. INVESTMENT PROPERTIES 16. REWHE
HK$
BT
At 1 January 2015 R-ZE—RF—H—H 85,265,187
Transfer to property, plant and EIEBEYE BERRE
equipment (11,165,187)
Fair value change recognised to RiERERZ AT EE
profit or loss 2,265,000
At 31 December 2015 R-ZZB-—AF+-A=+—H 76,365,000
Acquired through acquisition FERUE —RFM B A e (AiE36)
of a subsidiary (note 36) 113,129,400
Fair value change recognised to RiERERZ A TEZSY
profit or loss 630,600
At 31 December 2016 RZE—R"F+=-_A=+—H 190,125,000
Unrealised gain on property revaluation 2 R E i8R
included in other gains and losses NERMESE WS
— for the year ended —BE_ZE-RE+_A=T—BLFE
31 December 2016 630,600
— for the year ended —“HE_ZT-RAFTA=T—RHILEE
31 December 2015 2,265,000
During the year ended 31 December 2015, certain premises REZE-_ZE—HF+_A=+—
situated in the PRC which were previously leased out for rental HIEFE:- $ SEURFENE
income have been changed to self-used premises. Accordingly, TYEEBDEN ﬁéﬁﬂifﬂﬁl&)\
the investment properties with fair value of HK$11,165,187 WEAEBBAME- At A FES
had been transferred to leasehold land and buildings. For 11,165,187 B LMK EMED &
the remaining investment properties continued to be leased BEHETHNREF Siep VA
out for rental income, a fair value gain of HK$2,265,000 was BEEFEUABRRAES R ANKRE
credited to profit or loss for the year ended 31 December MmE RNB8Z2-_Z—HF+=HA
2015. =+—HIE¥E " 2,265,000% T

B ER SR ABER
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For the year ended 31 December 2016

HE-F-AF+ A=+ —AUFE
16. INVESTMENT PROPERTIES (Continued)

The fair value of investment properties have been arrived
at on the basis of valuations carried out by Peak Vision
Appraisals Limited for properties located in Hong Kong as
at 31 December 2016 (as at the date of transfer and at
31 December 2015: Citiland Surveyors Limited). They are
independent qualified professional valuers not related to the
Group.

The fair value of HK$78,125,000 (2015: HK$76,365,000)
as at 31 December 2016 was determined based on the
direct comparison approach assuming sale of each of these
properties in existing state and by making reference to
comparable sales transactions as available in the relevant
market and adjusted for differences in the nature and location.

The fair value of HK$112,000,000 (2015: nil) as at 31
December 2016 was determined based on the income
capitalisation approach, where the market rentals of all lettable
units of the properties are assessed and discounted at the
market yield expected by investors for this type of properties.
The market rentals are assessed based on estimates of future
cash flows, supported by the terms of existing lease and the
market rentals of the similar properties in the neighbourhood.
The capitalisation rate is determined by reference to the
yields derived from analysing the sales transactions of similar
properties and adjusted to take into account the market
expectation from property investors to reflect factors specific
to the Group's investment properties.

In estimating the fair value of the investment properties, the
highest and best use of the properties is their current use.
At the end of the reporting period, the chief financial officer
works closely with the independent qualified external valuer to
establish the appropriate valuation techniques and inputs into
the model. Where there is a material change in the fair value
of the assets, the causes of the fluctuations will be reported to
management of the Group.

There were no transfers into or out of Level 3 during the year.

16.

REWE (&)
"EME 2 N FETIBERERFT
HERARRURBEZWER
—E-RNF+_A=+—Hi#T
ZEESE(REZFAEER-F
—hAF+-—A=+—H: X&HZ
BITERAR) - BEHVREILE
BEREEGEM EREERER
go

HE_ZT—R"F+-_A=+—H
12 A F{E78,125,000/& 7T ( =
T — A 76,365,000/ 7T ) Jhi%
BEELBREEE  EFRESEY
ERRREE  YE2EHEMS
EAISZAEEREERH UK
MEERUEZRIEL AR

HE-_ZTZ—XRf+=-_A=+—H
1k 2 AF1E112,000,000/8 7T (=
T—RHF )RR ABRE
ET FAEMEATLESBMMT
EHESZBREEHZERAME
RITEEA T 35 W 2 R 1T AT (A S Bk
Ho-mEHAEIREBERAKRBERE
TEREITRE WA TEHEEIER
MU RO mENTER S EE
B BRI R ED AL EE
EXSGBHHREXRET  TERE
IMEREENTMISERETH
B URMAEERENENES
PSS

REFREDEZATER A
BOEcERSARERENSE
ERME - NREHR MHARE
BFUIMEERMEEMERS
1E B E A BB ERM M AR
A2 -HMEENATEKEAS

REH) - [ AKE E IR 2 & oK
BHRE -

FA-BES=RANEBAREL -
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For the year ended 31 December 2016
B E—NFf A=+ —HIFFEE

. N N =
16. INVESTMENT PROPERTIES (Continued) 16. REWEE (&F)
Information about fair value measurements using FHEXRAUEEGAZE 2
significant unobservable input NEEFEZER
The following table shows the valuation techniques used in TRIREEHEREWELNTEMR
the determination of fair values for investment properties and FRMEERMTEHERRFETE
unobservable inputs used in the valuation models. 2 ANn] B R g A B iE -
Fairvalue  Valuation Unobservable Relationship of
Description Fair value hierarchy ~ techniques inputs Range of significant inputs  inputs to fair value
Ef AYE DYERE  HEEE TURERARE EXBABEEE BAHBEATEZRE
asat as at
31 December 31 December
2016 2015 2016 2015
BE-®-AF BE-Z-3F ZE-RE —3-1%
tZAZ+-AE TZA=+-BL
HKS HKS
o B
Industrial properties 78,125,000 76,365,000 Level 3 Direct comparison (i) Based on market HK$2,398 to HK$1,998t0  The higher the market price,
in Fanling approach observable transactions HK$3,297 per HK$4,182 per the higher the fair value
of comparable square feet square feet
properties b i
REzIENE 78,125,000 76365000 £=F ERLEE () BEIALENEZDS AR BIAR mEAR ATERE.
TRERS 2398%7E 199887 E
3297%7 4182%T
(i) level adjustment 0% to 3% 0% to 3% The lower the level adjustment/
location adjustment, the
higher.
i) BERE 0%%3% 0%%3% BEAE/NERERE A
TERG-
(iii)  location adjustment 0% to 5% 0% to 10% the fair value.
i) fEHE 0%Z5% 0%%10%  AFE.
Commercial properties 112,000,000 - lewel3 Income approach (i) Capitalisation rate 4% N/A The lower the capitalisation
in Yuen Long taking into account the rate, the higher the fair
capitalisation of rental value.
income potential
Rz ERNE 112,000,000 - 2°E LoV () Axfez(GrAEERE 4% TR ERfEgfE ATERS:
BABHERL)
(i) Market rent HK$33 to N/A The higher the market price,
HK$70 per the higher the fair value
square feet
(i) mEAE §YHR TER mEdE ATEAR-
BERE
1087

The Group's investment properties are located in Hong Kong.
All of the Group's property interests held under operating

leases to earn rentals or for capital appreciation purposes are
measured using the fair value model and are classified and
accounted for as investment properties.

As at 31 December 2016, all investment properties have been

pledged to banks to secure bank borrowings as stated in note

32 and general banking facilities granted to the Group.
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Notes to the Consolidated Financial Statements

e MR R

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

17. DEPOSITS FOR LAND USE RIGHTS 17. TtHERAEITTS
The deposits were paid for land use rights situated in the PRC 21 & JYRAL A A B 2 b (5 A R
to the PRC local government. The completion of the purchases B R B W EE
is pending for receiving the land use right certificates. As BERSLHERERE ST
such, the amounts paid for the land use rights are recorded as e A R E AR Bt 1+ i
deposits at the end of the reporting period. FRESINZZEE AKRY AT
(i} o
Subsequently to the end of the reporting period, the Group MNEREHIRE - ANEEHEDFEE
entered into the compensation agreement (#{&1#%:% ) and the B EkERBERSIFTHEMEZERA
state-owned land swap agreement ( BA L i B #175:% ) with HREEZEe ([ZES|) %X
the PRC local government and B H B iR @ BRMTE £M %R ML ERET 2 LHEHZE
BIEZE B (the “Committee”) in exchange of the deposits for EEE LT - HEEER
land use rights. Details of which are disclosed in note 45. B EF45 I ER ©
18. INTANGIBLE ASSETS 18. B EE
Artiste
contracts Trademark Total
BAEH B wEr
HK$ HK$ HK$
AT AT BT
cosT ok
At 1 January 2015, R-_E—hF—H—AQ8-
31 December 2015 and —ET-RF+-A=+—HF
31 December 2016 —E-R"F+=ZA=+—8H 9,192,248 5,317,632 14,509,880
AMORTISATION AND #eHRRE
IMPAIRMENT
At 1 January 2015 R-ZZE—RFE—H—H 9,192,248 - 9,192,248
Impairment loss recognised 718z #E R 2 B (B 5 18
to profit or loss - 5,317,632 5,317,632
At 31 December 2015 and R—_ZE—HF+_A=+—8xK
31 December 2016 —E—RFt+ZA=+—H 9,192,248 5,317,632 14,509,880
CARRYING VALUES IREE
At 31 December 2016 RZE-—RF+ZA=+—H - - -

At 31 December 2015 R-ZZE—RAF+-A=+—H

Artiste contracts, which have definite useful lives, are
amortised over the contract term (4 years) on a straight-line
basis.

BAGHEARAEAFY KB
RORRANFH (AF ) #H-
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For the year ended 31 December 2016

BE—F

18.

—NFETZHA=AF—HIEFE

INTANGIBLE ASSETS (Continued)

The trademark is considered by the management of the Group
as having an indefinite useful life because it is expected to
contribute to net cash inflows indefinitely. Various studies
including product life cycle studies, market, competitive and
environmental trends, and brand extension opportunities have
been performed by management of the Group, which supports
that the trademark has no foreseeable limit to the period over
which the trademarked products or services are expected to
generate net cash flows for the Group. The trademark will
not be amortised until its useful life is determined to be finite.
Instead it will be tested for impairment annually and whenever
there is an indication that it may be impaired.

For the purpose of impairment testing during the year ended
31 December 2015, intangible assets were allocated to the
CGUs of music and entertainment business. The recoverable
amount of the CGUs was determined based on a value in
use calculation, which approximated to fair value less costs
of sell. The calculation used cash flow projections based on
financial budgets approved by management covering a 5-years
period and discount rate of 17.46%. The cash flows beyond
the 5-years period were extrapolated with nil growth. The
growth rate was based on the budgeted growth rate, which
is determined by management’s expectations for the market
development, and did not exceed the average long-term
growth rate for the relevant industry. Other key assumption
of the value in use calculation was based on the budgeted
cash inflow/outflows which included budgeted sales and gross
margin on respective products and services from the CGU,
such estimations were based on the past performance.
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For the year ended 31 December 2016

BHE—F

18.

19.

~NFTZA=1—HIFE

INTANGIBLE ASSETS (Continued)

During the year ended 31 December 2015, the financial
performance and actual net cash flows generating from the
music and entertainment business were significantly worse
than previous budgeted. Moreover, management considered
that the profit margin from music and entertainment business
is declining as a result of the severe completion in the
market. In view of this, management adjusted downward the
estimated cash flows of the CGU, taking into account the
actual performance in the year ended 31 December 2015 as
well as the future prospect from CGU. As a result of the re-
estimation, the recoverable amount of the CGU was estimated
to be less than the carrying amount of trademark and full
impairment of HK$5,317,632 was recognised to profit or loss
during the year ended 31 December 2015.

AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT

18.

19.

BLEE (&)

REBEE-_TE—RAF+-_A=1+—
AIEFE SR RIREZERE 2 075
FANFEACERRESRETF
FHEAEERNZATTEE - foh B8
BRAE SRR 2 FHE
AMESHRESUMEE TR -BR
kit EREKEREEE_S—H
F+-_A=+—HIFEZEKR
KENMBEELEBEMNZRARAIS
% ERERSELESEM MR
ERE-MRETER REELE
Bz AR B e RE BT DR EIE
ZERE YVEREE-_T—AF
+-—A=+—BHILFEZBE®
R EURES,317,632/8 T e

AHHERE fTESH
TH

Available-for-sale investments AHHERE
2016 2015
—E—XEF —E—RF
HKS$ HK$
BT BT
Available-for-sale investments comprise: A &% & B 1E ¢
Club membership BEs 3,403,700 3,403,700
Equity securities established R EIA AL
in the PRC measured at fair value BEATEFEZ
(note i) BARES (Kati) 14,142,889 15,044,294
Equity securities established R BI KRR ARG E 2
in the PRC measured at cost MRS (BT atii)
(note ii) 11,163,206 17,908,309
Equity securities established REBRGINK L
in Hong Kong and overseas BREATEZ
measured at cost (note i) IRATEH (K7 atii) 13,025,232 4,487,703
41,735,027 40,844,006
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For the year ended 31 December 2016
B E—NFf A=+ —HIFFEE

19. AVAILABLE-FOR-SALE INVESTMENTS/ 19. AIHEERE TESR

DERIVATIVE FINANCIAL INSTRUMENT TH(E)

(Continued)

Available-for-sale investments (Continued) AHEERE (HF)

Notes: Haz -

(i) On 27 February 2013, the Group signed a capital injection 0] R-ZTE—=F—_A-_++H &
agreement with shareholders of Sichuan Ying Wah Real EFEN)|BREEWESR AT
Estate Company Limited (PU)I|ZEZEFHESFR A F]) (“Ying (TREEHE|)ZRE (23H
Wah"), which are all independent third parties, to inject BELE=F)FITIEMH
Renminbi (“RMB"”)10,000,000 (equivalent to approximately MEEEMETIEARE([A
HK$12,502,000) in Ying Wah, representing approximately K #1)10,000,0007T (HHE R L
16.67% equity interest of the enlarged paid-in capital of 12,502,000 70) ' HE R R ESE
Ying Wah. Ying Wah is principally engaged in the property HELEREHEARLN16.67%K
development in the PRC. AEER - HERMETBRHER

EMEEE-

The investment in Ying Wah and the related derivative R-ZE—NMFE+-_A=1+—H8"RK
financial instrument (as stated below) are measured at cost HEEMEREBITESHITA
less impairment as at 31 December 2014 because the range (BN Pt ) /9% & 32 B AN F0 Bk
of reasonable fair value estimates is so significant that the WEE WTHERAFEGED
directors of the Company are of the opinion that its fair AEHEBK SRAREEREE
value cannot be measured reliably. During the year ended A S EEAFE - HE-ZE
31 December 2015, Ying Wah has started pre-sale on its —RE+-_A=+—HUIEFE &
residential properties and the construction of the project has EEMEMRKHETEYENTESE -
reached to the final stage. The directors of the Company MIEEMNEEATIREDEARER
considered that the variability in the range of reasonable B-ARARBEERAE ATEMKE
fair value estimates measurements is not significant and the HWEBHESE T BSHBEANSZ
probabilities of the various estimates within the range can be TE{HET R AT RE 1 A A 38 b 574 R R
reasonably assessed and used in estimating when measuring AEATERREGRE SR EE
fair value, the investment in Ying Wah and derivative financial EHEMTESRIANKRESE
instruments are measured at their fair values since the year E-E-AFE+-A=1+—HIF
ended 31 December 2015. The valuation of investment in ERAATFETE REEREME
Ying Wah and derivative financial instruments were performed EfTEem T AN ENGHER
by the independent qualified professional valuer. Details of BYAEREEGEMETT B
the fair value measurement of this investment are disclosed in RERENFEBEFEZFIEMW
note 43 and the fair value measurement of derivative financial HA3REE MITESRIAEZ R
instrument is disclosed below. FEFEHEENT-
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

19. AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT

19. JHEERE TESH
TH(#E)

(Continued)

Available-for-sale investments (Continued)

Notes: (Continued)

(ii)

As at 31 December 2016, the Group has investments in ten
unlisted equity securities issued by private entities (2015: six)
which were held for an identified long term strategic purpose.
The available-for-sale investments are measured at cost less
impairment at the end of the reporting period because the
ranges of reasonable fair value estimates are so significant that
the directors of the Company are of the opinion that their fair
values cannot be measured reliably.

On 11 February 2015, the Group subscribed for 4.41%
of the total issued share capital of an entity incorporated
in the British Virgin Islands (“BVI"), which is principally
engaged in online music industry in Hong Kong and the
PRC, as the investee’s pre-IPO investor at a consideration of
US$1,000,000 (equivalent to HK$7,765,000). The investee
failed to implement the investment plan during the year ended
31 December 2015. Management of the Group considered
that the investee might not result in future cash inflows
in the foreseeable future, and thus an full impairment of
HK$7,765,000 was recognised to profit or loss in the year
ended 31 December 2015.

During the year ended 31 December 2016, full impairment
loss of HK$5,581,603 has been recognised on an investment
in a company incorporated in the PRC which engaged in
providing 020 leather products maintenance services as the
available-for-sale investee decided to suspend the operations
as a result of continuous losses of its business and poor market
response, while the business was still in development trial
stage during the year ended 31 December 2015.

During the year ended 31 December 2016, there was an
additional investment of HK$6,160,095 in unlisted equity
securities established in Hong Kong as the directors of the
Company waived the shareholder’s loan to such investee
with the same balance for long term strategic purpose. There
is no change on the shareholding over the available-for-sale
investments upon the waiver of the loan.

AHEERE (&)
HisE: ()

(ii)

HE-_ZT-—R"E+-A=+—H
b REERERARLAERIET
W+IEELMRAES (ZF—Hh
FRIE) WEHEEDHM RS
RES AR o Al S IRE TR AR
HBHREBRZBESE REA
BEAFEBEHEEAKN S8R
AIEERAE AT ETREA SEMAT

=

RZE-—RF_A+—B K&
ERE RN EBELES ([R
BREZES MK INEES
HOBITRANZ441% 1EBK
BERRMBERARBRATIRE
% R{B7/51,000,000% 7T (HER
7,765,000/ 70 ) ° 2R E A A E
ERBARFENSHE EELT
E¥-BREQNAKRERBE=ZZ
—AFE+-_A=-+—BULEEEER
BITHREFR-AEEERER
B WIRE QRN RS REAREE
EERRBRERA  BHRHEREE
TR+ -_A=+—HItFE
KB AR 2 HURE7,765,000
BT e

HE_T—"F+ZA=+—HL
FE BR—RNPREEME IR
FREO20E EEMBEBRBHA
A% & R 2 BB E5,581,603
B REAZATHEEWRENR
HEREBEEIE RS REREMN
ATEEEE MBE-ZT—AF
+TZA=+—BLFE BBRES
MR ERMEER-

BE-_T-"F+-A=+—HL
FEERBBRILZBAESNEE
N B 56,160,095 T+ It Jh A
AREERERAREMARZS
WIRE T RISHENRRE R
B-ERRERE AIHEERE
B AR AR A L o
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For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

19.

AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

Derivative financial instrument

Further to the capital injection to Ying Wah as stated
above, the Group signed a put option deed with the major
shareholder of Ying Wah, who has 61.67% equity interest
in Ying Wah, pursuant to which the Group has the right to
dispose of the Group's entire equity interest in Ying Wah
through the disposal of an indirect wholly-owned subsidiary
which held the equity interest over Ying Wah and the
remaining Ying Wah Shareholder’s Loan at a consideration
of the higher of RMB52 million or amount equal to 16.67%
of the performance target (or where the performance target
is not available, the consideration shall be deemed to be
RMB52 million), in each case, less the repayment of the Ying
Wah Shareholder’s Loan and the dividends received by the
Group during the period commencing from the date of the
put option deed and ending on the agreed cut-off date. The
performance target is based on cumulative sales proceeds
accrued by Ying Wah in respect of a specific real estate project
during the period from 27 February 2013 up to and including
26 February 2016 to be audited by an independent auditor
jointly appointed by the Group and the major shareholder. The
put option can be exercised within 6 months from 26 February
2016.

On 26 February 2016, the Group entered into a supplemental

e e

put option deed with the major shareholder of ##E = ith &
and agreed as follows:

1. the cut off date of the performance target was
extended from 26 February 2016 to 31 December
2016; and

2. the exercisable period of the put option has amended

to a period within 6 months from 31 December 2016.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016

BE2 —F—NF+ - HA=+—HIFZF

19. AVAILABLE-FOR-SALE INVESTMENTS/ 19. ATHHERE T4
DERIVATIVE FINANCIAL INSTRUMENT TH (&)
(Continued)
Derivative financial instrument (Continued) TELRTHE (&)

The carrying amount of put option at 31 December 2016 and
2015 is measured at fair value. As the maturity of the put
option is 30 June 2017 (2015: 31 August 2016), the fair value
of derivative financial instrument is classified as current asset
for reporting purposes. Black-Scholes option pricing model is
used and the following assumptions were used to calculate the
fair value of the put option.

ROHHER_ZE—R"FER_Z
—hAF+-HA=+—H®OERAEE
ThA R BT E - EEE’\.:,L\/EEW‘?HA
—F— JCE/\)EJ TR (ZE—
¢ T-RENA=T— EI)J
Ef#&iﬁﬁ:. T/TEEEF‘EI/E\E/]
qZTE’\*EF%mL@JéTF E KA

HHT”*T??%‘Z‘E&L/{T{EEE%

ROLEAE A TFE.

2016 2015

—RE —T—RF

Equity value EmEE RMB12,669,000 RMB13,336,000

AK%12,669,000t A F#13,336,0007C

Exercise price (note a) T108 (Kiita) RMB22,000,000 RMB22,000,000

AK¥22,000,000t A R%22,000,0007T

Expected life of options T B BA#E 4 AR 6 months 7~ {8 A 8 months J\{E A

Expected volatility (note b) TE R I8 (Hfath) 26.263% 45.84%

Expected dividend yield TEHAR B & 0% 0%

Risk-free rate £ 2 B ) 2 2.85% 3.58%
The Black-Scholes option pricing model requires the input BEHAETEREAZTEHATE

of highly subjective assumptions, including the volatility of
share price. The changes in subjective input assumptions can
materially affect the fair value estimate.

Notes:

(@) The exercise price is based on RMB52 million less the
Shareholder’'s Loan at the date of completion of capital
injection of RMB30 million as the exercise price is deemed to
include a guarantee for the repayment of the Shareholder’s
Loan.

(b) The expected volatility of the put option is based on the
historical daily share price movements of a set of comparable
companies over a historical period of 0.712 (2015: 0.658)
year.

THBR - OERERIE TBE
ABBEROEDTREYER
FEfEH -

Wizt -

(a HRTTEERRARSEERRE
RZRE  BATEBTIRBARE
52,000,0007CRE & FER & A 2 %
REZRARKE30,000,000t5t &

(b) RO EIiE 2 FEER IR TY A — A &
B ARIBEE0712( ZE—R%F:
0.658) FzBAEBARELZH AHE

Bt o
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For the year ended 31 December 2016
B E—NFf A=+ —HIFFEE

20.

LOANS TO AVAILABLE-FOR-SALE INVESTEES

Loans

to available-for-sale investees comprise:

20.

RTAREEERESTZ
B
BTAHNERRER 2BERE
&

2016 2015

—E—RF —ET—hHF

HK$ HK$

BT BT

Ying Wah Shareholder’s Loan (note (i) ®EERREEZ (K1:23)) 31,256,977 35,002,605
Other shareholder’s loan (note (i) EMPRERERK (B aEd)) - 6,160,095
31,256,977 41,162,700

Notes:

Other than capital injection to Ying Wah as stated in note 19(i)
on 27 February 2013, the Group signed a loan agreement
with Ying Wah that the Group granted an unsecured interest-
free loan of RMB30,000,000 (“Ying Wah Shareholder’s Loan")
to Ying Wah, with effective interest rate of 10% per annum.

On 26 February 2016, the Group entered into a supplemental
shareholder’s loan agreement with ZEZEFEME pursuant to
which the maturity period of the Ying Wah Shareholder’s
Loan is extending from 19 March 2016 to 31 December
2016. During the year ended 31 December 2016, H2E = ih &
partially repaid RMB2,000,000 (equivalent to HK$2,332,090)

to the Group.

On 29 December 2016, the Group entered into a second
supplemental shareholder’s loan agreement with ZZEE i
EE pursuant to which the maturity period of the Ying Wah
Shareholder’s Loan extending from 31 December 2016 to 30

June 2017.

As at 31 December 2015, the loan was unsecured, interest-
free and repayable within one year from the end of reporting
period. During the year ended 31 December 2016, the
amount is transferred to available-for-sale investments upon
the waiver of the loan as disclosed in note 19.
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R #30,000,0007C ([HERRE
) EBEBREMEREI0% -

RZTE—RNFE_A-+XB K&
EERERMAER Y —BH TR
BEXWa Bt RERRERZ
HERBR-_ZT—X"FZAT1A8
BEE-_Z—R"Ft+-A=1+—
Ae#z-_Z— X "F+-_A=+—
AR BEEMECHALH
B8 31 518 A R %2,000,0007T
(& 72,332,000/ 7T) °

R-ZE—RFE+-_A=-+hHB =&
SEERERMEE DT
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Notes to the Consolidated Financial Statements

e MR R

For the year ended 31 December 2016

BE—FE—NF+-_A=1+—HIFE
21. LOANS TO JOINT VENTURES/INTERESTS IN 21. BFEERTAZER R
JOINT VENTURES EENTZES
2016 2015
—EB—ARE —E-RE
HK$ HK$
BT BT
Costs of investments in unlisted RIELMEERAIZ
joint ventures B 16 16
Share of post-acquisition profit and FE (R U HE 1205 ) &2
other comprehensive income Hih 2 m U A 424,631 427,884
424,647 427,900
Loan to Reliance Partner Limited (note i) % ¥ Reliance Partner
Limited,2 &5% (B ti) 3,864,955 5,364,955
Loan to Estate Summit Limited 45 T Estate Summit Limited
(“Estate Summit”) (note i) ([Estate Summit]) 2
B (Hazi) 10,549,667 9,456,641
Share of post-acquisition losses and EREREER
other comprehensive expense HEiprmAX (3,064,836) (1,567,970)
Impairment loss recognised (note i) BRERRERE (ML) (5,268,340) =
6,081,446 13,253,626
Less: Amount repayable within one BRBEEERET
year shown under current asset FrEa mAER—F A
BEz2HE (3,864,955) =

Amount repayable after one year ER—FREEZSRE 2,216,491 13,253,626

Notes: H1:E -

(i) Loan to Reliance Partner Limited is reclassified from non- (i) HE-_ZT—-—XR"F+=-A=+—H
current assets as at 31 December 2016 to current assets as the JJ:t Z"S?’ Rel[ancq qutnej Limjte\d\Z
directors of the Company consider that the loan will be repaid ERERIFADEESH VAR
within twelve months. NEE BAARARREEREEH

EXxERt+—_@AREE-
(ii) Loan to Estate Summit is considered as a net investment. (ii) 45 FEstate SummitZ B R R A

The Group has recognised its share of loss of Estate Summit
in excess of the cost of investment against its loan as at
31 December 2016 and 2015. Due to the continuous loss
incurred by Estate Summit, the directors of the Company
assessed the recoverable amount of the loan to Estate Summit
taking into consideration the estimated future cash flows and
timing of such cash flows discounted at its original effective
interest rate. During the year ended 31 December 2016, an
impairment loss of HK$5,268,340 has been recognised. The
loan has no fixed repayment term and it is not expected to be
repayable in the next twelve months.

REPFRE - BE_T—RER-Z
—RE+-A=+—HIL AEH
B R EFT 55 ZEstate Summit
JEBEEBREERMNIEEK
AN o IR Estate SummitiE4E 8% 15 &5
B ARABEECFH4 TEstate
Summitz B Z AJ G5 &
EEEGBAARARRERERZS
ReRERERFERFELR
WER - B2 F+=A
—+—RILEE BRERRERSS
5,268,340% 7T ° 7% B 3 & & F
BRE BEHTERAR+ =@
BEE-
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016
HE—F—NF+-_A=1+—HIFEF

21. LOANS TO JOINT VENTURES/INTERESTS IN 21. RTEEQATRIZER R
JOINT VENTURES (Continued) SEATZER (F)
As at 31 December 2016 and 31 December 2015, the Group B ZE—NREt+-_A=+—H
had interests in the following joint ventures: E—_ZE—FRE+_A=+—H
I ANEBRATELEAREA R
=
Proportion of
Form of Principal nominal value of
business Country place (Class of issued capital Proportion of
Name of entity structure of incorporation of operation share held held by the Group voting power held Principal activities
A5EfE
ERAR EBERIR ERAELER IEEERY FERHEN BRTRAEELS FERERLA IBER
2016 2015 2016 2015
“§-XF -I-1F Z¥-xE -I-1F
% % % %
Reliance Partner Limited Incorporated Anguilla Hong Kong Ordinary 50 50 50 50 Investment holding
i REN B Lak RERR
Estate Summit Incorporated BVI Hong Kong Ordinary 50 50 50 50 Office leasing and property
investment in Hong Kong
T AERNES B LAk REBETHAZHER
nERE

Summarised financial information of material joint
venture

Summarised financial information in respect of the Group’s
material joint venture is set out below. The summarised
financial information below represents amounts shown in the
joint venture's financial statements prepared in accordance
with HKFRSs.

The joint ventures are accounted for using the equity method
in these consolidated financial statements.
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

21. LOANS TO JOINT VENTURES/INTERESTS IN
JOINT VENTURES (Continued)

Summarised financial information of material joint
venture (Continued)

Estate Summit

21.

Estate Summit

2016 2015

—E—XREF —ZE—hF

HKS$ HK$

BT BT

Non-current assets ERBEE 3,040,649 3,995,306
Current assets MEEE 2,011,637 2,894,878
Current liabilities mBAE (11,181,957) (10,026,123)
Net liabilities AEFE (6,129,671) (3,135,939)

The above amounts of assets and liabilities include the

tREERBESEEE NS

following: 8
2016 2015
—E—XE —E-hF
HK$ HK$
BT /’%TE
Cash and cash equivalents RekReSE 727,659 1,384,497
Current financial liabilities mEERBE
(excluding trade and (T"BERESK
other payables and provisions) H e T3R8 SR B4R (10,549,667) (9,456,641)
Income WA 3,851,567 211,900
Loss for the year REEEE (2,993,732) (3,135,946)
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

21. LOANS TO JOINT VENTURES/INTERESTS IN
JOINT VENTURES (Continued)

Summarised financial information of material joint
venture (Continued)

Estate Summit (Continued)

The above loss for the year includes the following:

21.

pon

N

N,

=
REE
(%)

RTEEQARIZER R
-\_
A

n
Bz (&)
ENR U BENBRE

Estate Summit (&)
FHlARFEBEASENATIER

2016 2015

—2-RE i

HK$ HK$

BT BT

Depreciation and amortisation I8 I 8 1,139,875 450,847

Reconciliation of the above summarised financial information
to the carrying amount of the interest in Estate Summit:

bt B 7% & R E B PR Estate
SummitiE s 2 BREE ¥ ER ¢

2016 2015

—E—XREF —E—hF

HKS$ HK$

BT BT

Net liabilities of Estate Summit Estate Summit& (&5 & (6,129,671) (3,135,939)
Proportion of the Group's ownership ~ ZN£2[B i Estate Summit

interest in Estate Summit WEH R 50% 50%
Carrying amount of the Group's 7N 55 B 1A Estate Summit

interest in Estate Summit W2 BRHEE (3,064,836) (1,567,970)
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For the year ended 31 December 2016
B FE—NFL A=+ —HIFFE

21. LOANS TO JOINT VENTURES/INTERESTS IN 21. HFEERTAZER K
JOINT VENTURES (Continued) EENTZER (&)
Aggregate information of joint venture that is not BRYFEXRZEE AFEG
individually material =g

2016 2015
—E-Af —T-nf
HK$ HK$
BT BT
The Group's share of loss REBELBE 3,253 3,229
22. INVENTORIES AND RECORD MASTERS 22. FEREREE

2016 2015
—E—XREF —E—HF
HK$ HKS
BT BT

Inventories: FE:
Raw materials R A 6,631,998 9,482,837
Work in progress T2 m 4,078,569 6,538,463
Finished goods BUAK G 22,419,544 21,779,608
33,130,111 37,800,908
Record masters BH &% 2,210,381 1,835,433
35,340,492 39,636,341
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

23. PROPERTIES UNDER DEVELOPMENT FOR SEREDRYXE
SALE
HK$
BT
At 1 January 2015 R-—ZE—R&—A—H 46,786,144
Exchange differences fEW =% (1,903,624)
At 31 December 2015 RZE—RF+_-_A=+—H 44,882,520
Exchange differences lEH =58 (2,572,727)
At 31 December 2016 RZE—RE+ZA=+-— 42,309,793

The properties under development for sale of the Group are
situated on the land located in PRC.

The properties under development for sale are developed on
the land in the PRC owned by /BEMFEEMEMZEER
Aal ("RBEREME"), a non-wholly-owned subsidiary of the
Company. On 18 June 2014, FIITTHR EBEREERAR A
Bl ("R EBIE"), the immediate holding company of F/5&E
B, initiated civil proceedings against F/EEHE in the )&
JITHE L& AREET (“People’s Court of Baoan District”) for
the repayment of the shareholder’s loan owing by 1 £ Bl 5% of
RMB23,479,330. On 19 June 2014, pursuant to an application
made by FF £F5% to freeze and preserve assets of /5 REHIE
in the total value of RMB23,400,000, an order was granted by
the People’s Court of Baoan District to freeze and preserve the
lands owned by F;EFE#E during the period from 24 June
2014 to 23 June 2016 (“Freeze Order”).
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For the year ended 31 December 2016

BE —FE—NFF_HA=F—HIFEZF
23. PROPERTIES UNDER DEVELOPMENT FOR 23. SERRPYE (&)
SALE (Continued)
On 30 September 2014, the Group received the civil RZFE—mFNLA=1H K&E
mediation document (R =R £) issued by the People’s WHHEZBARERZEHZR
Court of Baoan District that (i) both FEREH#E and the ERHBE RBBONTERHEK
Group confirmed the shareholder’s loan was in sum of REBHBEARAREER S AR
RMB23,479,330; (i) F/EEHE agreed to repay to F £E 23,479,330t (VR /BERMED
B% the sum of RMB23,479,330 together with the interests Eib=x FE%M%E £ HE (B
accrued from 18 June 2014 until the date of repayment E—NFE+HA+ARB)%®BI5KAR
within 15 days after the effective date of the civil mediation 2B (EE A KR®23,479,330
document (i.e. 15 October 2014); and (ii)) if 5 FEHEE fails TTERB_FE—HEASA TN
to repay the amount stated in (ii) in full on time, the Group HEZEZBEIFE2H 8
has the right to request F/EFEH1E to pay default interests RiNfE A /S B E KL ER 2 8
calculated at two times of the lending rate of the People’s T?éﬂ(ll)}aﬁ%%z 1IE - BI|ARE .ﬁﬁg
Bank of China over the same period. ERBEERMESYNELON A
R IRE— Hﬁf"ﬂ‘:f:' ./\Efi\ﬁﬁ
BEMERMETE
On 27 May 2016, the Group received the assistance execution RZE—RFRAZ-Z++HH K
notice (HBh# 1T E1E ) issued by the People’s Court of ERWRIBHELRE ARERRLY
Baoan District to freeze and preserve the land owned by /5 RBBIEITRANE LU ZF—X
FE#bE during the period from 13 June 2016 to 12 June 2019 FXRA+=HEZEZF—NFH
(the "Updated Freeze Order”). T BHRARERRTFREEH
ERB L ([EFHRES]) -
At the date of this report, the shareholder’s loan has not yet RAREBE PERHMER KB
been settled by F/EREHE. In the opinion of the Directors, ffﬁxﬁf‘fm BEERAE EHRE
the Updated Freeze Order is for the purpose of securing EERERER ZREF - R
the Group's rights and to ensure that F5E#E has 7\%}%iﬂlﬁﬁﬁﬁ%l§§ﬁ$ﬁl
sufficient assets to repay the shareholder’s loan to the Group. EERRER RUHESTRZAAF
Therefore, the Directors considered there is no impairment E%*J?Qqﬂf%%&ﬁxﬁﬁmﬁﬂﬂiﬂ
on both the properties under development for sale and the B o EREA AR AP gtEE
shareholder’s loan. 2Bl &% can withdraw the court order EREFEHABS - RIEFERERE
for the repayment of the shareholder’s loan and then release @%?@}\EK B 28 4 8 5B %7 R
the Updated Freeze Order from the People’s Court of Baoan &S M ERERDAESTEREM
District at any time and " £EI5% remains in control over # B AARNTEEMEMES T+
/BB HIEE as its operations other than the construction on the RSN BB RES
land owned by #)&FE HIE is not affected by the Freeze Order FNEHRESHEE-
or the Updated Freeze Order.
24. HELD-FOR-TRADING INVESTMENTS 24. HEEERE
2016 2015
—RE —ZE-—REF
HKS$ HK$
BT BT
Equity securities listed in Hong Kong &8 L TR AEH 132,247,356 45,089,662
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

25. TRADE AND OTHER RECEIVABLES, 25.
PREPAYMENTS AND DEPOSITS

EZREMEWFEIE - B
RELURET &

AREB 7REANEEEBRLE
S 2 EEHR —% A60E90

The Group's credit terms of the Manufacturing and Sales
Business and Trading Business generally range from 60 to
90 days. A longer period is granted to a few customers with HobEEANERERBIITFESREEZ
whom the Group has a good business relationship and which B BRI RIF 2R A Z A5
are in sound financial condition. The Group allows an average EZZEHR « REF =84 [ 1R 44
credit period of 60 to 90 days to its customers of the Music ZHEE JZEHRTEYH A0E
and Entertainment Business. The following is an ageing 9Q0H LA T AR EHRIBIEZ
analysis of the trade receivables net of allowance for doubtful

FRHAZI| B FHRENFIE (EN
debts presented based on the invoice date at the end of the B REREE) BRI DT :

reporting period:

31.12.2016 BalEs 220415
—E-KF —E—REF
+T=ZHA=+—H +=-—BA=+—~H
HK$ HK$
BT BT

Manufacturing and Sales Business and ~ ®/i& & 5 & %5 &

Trading Business: BHER:
0 — 30 days 0%30H 103,298,949 115,367,170
31 - 60 days 31%260H 14,440,858 13,399,376
61 — 90 days 61290H 12,186,438 6,028,114
Over 90 days H3iE90H 7,041,536 5,828,189
136,967,781 140,622,849
Music and Entertainment Business: EEIREFT

0 - 30 days 0£30H 1,290,956 1,052,705
31 - 60 days 31£260H 355,138 414,729
61 — 90 days 61290H 210,747 166,120
Over 90 days H3iE90H 1,212,033 1,960,461
3,068,874 3,594,015
Total trade receivables B SN GRIEARE 140,036,655 144,216,864
Deposits with brokers’ houses S RESRER-N 16,065,842 2,505,412

Deposits, prepayments and e FENRER
other receivables H th & W 3R 1E 19,845,341 31,869,623
175,947,838 178,591,899
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016

BE_F—NFFT_HA=+—HIFE
25. TRADE AND OTHER RECEIVABLES,

PREPAYMENTS AND DEPOSITS (Continued)

Trade receivables of approximately HK$1,705,000 (2015:
HK$18,895,000) was denominated in United States dollars
("USD"), the currencies other than the functional currency of
the respective group entities.

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines credit limits by
customer. Credit limits attributable to customers are reviewed
regularly. Approximately 94% (2015: 96%) of trade receivables
that are neither past due nor impaired have the best credit
quality. These customers have no default of payment in the
past and have good credit rating attributable under the credit
review procedures used by the Group, including profitability,
liquidity, financial leverage and operational performance
quality of the counterparties.

The Group has a policy for allowance of bad and doubtful
debts which is based on the evaluation of collectibility and
ageing analysis of accounts and on management’s judgment
including the creditworthiness and the past collection history
of each client.

Included in the Group's trade receivables are debtors with
aggregate carrying amount of approximately HK$8,254,000
(2015: HK$4,482,000), which are past due at the end of the
reporting period for which the Group has not provided for
impairment loss as there has not been a significant change in
credit quality of the trade receivable and the amounts are still
considered recoverable. The Group does not hold any collateral
over these balances. The average age of these receivables is
135 days (2015: 131 days).

25.

ESREMEKRIRE BN
FEURTE (&)

A8 #1,7050008 7 (ZE—H
F 118,895,000/ 7T ) 2 & 5 fEU
RIEUAETT([ET]) BEAA T
EnNWIERESEER IS
Eﬁgo

AEBERRERAELA - S5t
HEBEEFPZEEERRAE
FREFERB -BEF ZEERRE
SETFHERM - 494% (T —H
F:96% ) W ARBHTERELEZ
SRBFRBEEREFEE R
ZEEPBESER ARG AR
AEEFAEERNREF (BEY
TZBNEN RBES MKE
BREREEBRRER) FEBRTE
B AR

AEEE L REREEE K
R BEDREBEHERENRDMEZ
AHERREDTAREREZH
B (BREBREFPZEEBTEER
KAL) M E L o

AEB2EZRRKKEFR B
BR TE 48 %8 498,254,000/ T (=&
— R 5 :4,482,0008 7T ) 2 FE W
B ZERWFIERRERRE
BH - B ARSEE AR IRERE
EiEEE RESEBE S EUIGK
HeEEERUEERNEE B
IR AR IR (E o AREEN
ERZEERBEENERR-
ZERWHRIE 2 FHERER &1350
—E—RF:1318) -
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Notes to the Consolidated Financial Statements

e PR R A

For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

25. TRADE AND OTHER RECEIVABLES, 25.

PREPAYMENTS AND DEPOSITS (Continued)

Ageing of trade receivables which are past due but

BEZ R EMERRIR - M
RIBEURET € (&)
CEMERREZE 5 EYK

not impaired I8 2 R
2016 2015
—EB—RXR¥ —E—RF
HK$ HK$
BT BT
Manufacturing and Sales Business and &/ i& & 5 & %75 &
Trading Business: BHER:
91 - 180 days 91%180H 7,041,536 2,521,443
Music and Entertainment Business: FY IR E RS
91 — 180 days 91%180H 1,212,033 1,960,461
Total #st 8,253,569 4,481,904
Movement in the allowance for doubtful debts REERE2ET
2016 2015
—E—REF —E—hF
HKS$ HK$
7B T BT
Balance at beginning of the year FH 3,115,975 3,450,425
Impairment losses recognised BLIE M RIEHE R
on receivables BEEE 1,826,092 -
Impairment losses reversed BB B R T (110,559) (268,854)
Written off as uncollectible A 71~ AT Ug (0] T il £ (410,182) -
Exchange realignment IE 5 % (84,921) (65,596)
Balance at end of the year FRES 4,336,405 3,115,975
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2016

BE-—FT—NF+-_H=+—HIFEF
25. TRADE AND OTHER RECEIVABLES, 25. EZREMEWRE AN
PREPAYMENTS AND DEPOSITS (Continued) RBEBLURET S (&)
Movement in the allowance for doubtful debts RRBE2EE (&)
(Continued)
Included in the allowance for doubtful debts are individually XEBELENEELS KRG
impaired trade receivables with an aggregate balance of BEEEEMSERZEZER S
approximately HK$1,360,000 (2015: HK$163,000) which BESEWIIE &6 E8a5
have been in severe financial difficulties in repaying their 1,360,000 . (ZE— R F:
outstanding balances. The Group does not hold any collateral 163,000/ 7T ) ° AN & B 3 & 3L 5%
over these balances. EEBRFEEAERR-
In determining the recoverability of a trade receivable, the CETESERZELS A YE
Group considers any change in the credit quality of the trade B AEEZERVBREEEE
receivable from the date credit was initially granted up to the HiEZHEERILERE BEEE 5
end of the reporting period. The trade receivables past due but EWGIAEEEE EZ 2T & 8) o &
not provided for as at the end of the reporting period were EREH R GE B mEE 2
either subsequently settled or no historical default of payments B EWHREVIEREEE SE
was noted by the respective customers. The concentration of FEERFPBAEYEBEREE
credit risk is limited due to the customer base being large and KB -ARBEHBRANRED ZHE
unrelated. The directors of the Company believe that there is BETHE HEEERRZETEE
no further credit provision required in excess of the allowance BRR - AAREEHREHAEELS
for doubtful debts. ERERBE CBEIMEERE-
26. LOANS RECEIVABLE 26. BWEXN
2016 2015
—EB—XKF —E-hF
HKS$ HK$
BT BT
Fixed-rate loans EBEX 36,785,343 76,220,410

The loans receivable has contractual maturity dated within one
year as at 31 December 2016 and 2015.

The Group has policy for allowance of bad and doubtful
debts which is based on the evaluation of recoverability and
aging analysis of accounts and on management’s judgment,
including the current creditworthiness, collaterals and the past
collection history of each client.

BHER - T—ARNEE-_ZE—HF
+-—A=+—Hit BKREZNEG
WEIBHBEA—FR-

REBE S ERIZRBEEBR -
B S AR AR AT W @ 2 7 (A
KRR O REIRE 2 HE (B
B-EFPEMZER BfmME
FEWRZESL) B o
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For the year ended 31 December 2016

BE-F—AF+-A=—HIEE
26. LOANS RECEIVABLE (Continued)

27.

In determining the recoverability of the loans receivable, the
Group considers 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 believe
that there is no further credit provision required. There is
no loans receivables which were past due but not impaired
at the end of the reporting period for which the Group
believes that the amounts are considered recoverable as the
creditworthiness and the past collection history of each client
are satisfactory.

The average interest rate for the fixed-rate loans receivable
was ranging from 8% to 26% (2015: 8% to 36%) per
annum.

The loans receivable as at 31 December 2016 and 2015 are
secured by properties located in Hong Kong. The fair values of
these properties are higher than the carrying amounts of the
respective loans receivable.

AMOUNT DUE FROM A RELATED COMPANY

Dr. SUEK Chai Kit, Christopher (“Dr. SUEK"), who can exercise
significant influence over the Company, is one of the ultimate
owners of the related company. The Group's credit terms of 30
days has been granted to the related company.

The following is an ageing analysis of the amount due from a

26.

27.

R ER (&)
REERWER 2 AR E MR - R

SEEEEEEERRHOBHE
BEPRRERUEREEERZME

&8 - Fitt EFREHEE
E—TEERE NBERRLE
EAEYEREEBEER.
RARBARFPZEEIBRER
R AmE  AASERRZ
Fo BB E -

TFREWER 2 FHFRERNT
8%Z26% (ZE—HAF:8%F
36% ) °

BE_ZT—R"EEAFT—HF
+ZA=+—HiL EBREFREH
UREBNMFEIELER - ZEW
(¥R FERABEERERNEK
HEA®D-

EW—=REBERATRE

A ARRITEERTE N B
BT ([l ]) AZEER
BlZER—BHBRBEBAN-KE
BE4STZEAELRBHZEE
Hy o

ATARHERRREZEZBH

related company presented based on the invoice date at the E2HzER—REEANTIRNIEY
end of the reporting period. BRER D 17

2016 2015
—E—-XHF —E-REF
HK$ HK$
BT BT
0 — 30 days 0Z30H 465,188 241,406
31 - 60 days 31%Z60H 250,000 -
61 - 90 days 61£290H 160,000 250,013
91 - 180 days 91£2180H 355,463 487,250
Over 180 days HBiE180H 250,895 2,509,969
1,481,546 3,488,638
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

27.

AMOUNT DUE FROM A RELATED COMPANY
(Continued)

Included in the amount due from a related company with an
aggregate carrying amount of approximately HK$1,016,000
(2015: HK$3,489,000), which are past due at the end of the
reporting period for which the Group has not provided for
impairment loss as the amount are subsequently settled. The
Group does not hold any collateral over these balances. The
average age of these receivables is 137 days (2015: 209 days).

Ageing of amount due from a related company
which are past due but not impaired

27.

FEW — RBIE A AKE
(%)

JEW —REAE N RIRIEFR B
BRME 42 %8 491,016,000 T (=&
— 7 £ : 3,489,000/ 7T ) N &
HiREmE B ASE W EF LA
RRESEERE 2 FIE  RRES
FARIEEZEEE AEEWES
ZEERB B TR R 25
WEz FHERA137H (ZF
—FHEF:2098) °

€ 1B SR E 2 B — =X
B D B FIE 2 R iR

2016 2015

—E—REF —E—AF

HK$ HK$

BT BT

31-60 days 31ZE60H 250,000 56,306
61-90 days 61Z90H 160,000 =
91-180 days 91E180H 355,463 960,000
Over 180 days #838180H 250,895 2,472,332
Total BET 1,016,358 3,488,638
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

28.

SHORT-TERM BANK DEPOSITS/CASH AND
CASH EQUIVALENTS

Short term bank deposits and cash and cash equivalents
comprise cash held by the Group and bank deposits with an
original maturity of three months or less. Bank balances and
short-term bank deposits of approximately HK$28,804,000
(2015: HK$815,000), HK$46,891,000 (2015: HK$12,773,000),
HK$566,000 (2015: HK$542,000) and HK$1,530,000 (2015:
HK$1,345,000) were denominated in USD, HK$, Euro
("EURO") and RMB respectively, the currencies other than the
functional currency of the respective group entities.

Furthermore, included in the short term bank deposits and
cash and cash equivalents are amounts denominated in RMB
of approximately HK$34,639,000 (2015: HK$39,019,000),
which are not freely convertible into other currencies.

The bank balances and short-term bank deposits carry interest
rates with a range from 0.1% to 2.5% (2015: 0.1% to 2.5%)
per annum.
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28.

BHRITER RER
Re%E

RBFETER - REURRESE
EREASEMRFRe KREH
BAEZ@ASKA TN ZRITER B
£14928,804,0008 L (& —H
% : 815,000/ 7T ) * 46,891,000
BT (ZZE—HF:12,773,000/8
JC) 566,000 T (ZE—HF:
542,0007% 7t ) & 1,530,000/ 7T

—ZE—F 41,345,000/ 7T) Z
RITHESB R EHEITERD BN
Ex-Bx Bt (BTl A
REBEMN  2HHEMENEERE
B2 E.

N BEIRITER - BREAK
I8 & FE 8 1 4934,639,000E 7T
(ZZ—F % :39,019,000/ 7T)
IARBAAEZRIE  ZERER
AERLBEAEEMER.

RITAE R M BB ITERIRFER
ENF01%E25% (ZFT—TH
F:01%E2.5% )T 20



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2016

R —FE—NF+-_H="1—HIFZE
29. TRADE AND OTHER PAYABLES AND 29. EFRHMEMAREUR
ACCRUALS PEEHRKIE
The following is an ageing analysis of trade payable presented IWTARREHRRBEZEZAN
based on the invoice date at the end of the reporting period: 25 7B ENARIBBERE DT
2016 2015
— NI —E-HEF
HKS$ HK$
BT BT
0 - 30 days 0%30H 25,187,136 42,834,847
31 - 60 days 31£260H 16,436,033 12,280,588
61 — 90 days 61290H 6,869,131 2,075,544
Over 90 days H3E90H 2,408,527 2,850,465
50,900,827 60,041,444
Accrued expenses and other payables — FE&TE FR & H b fE 318 48,294,939 43,429,675
99,195,766 103,471,119
The credit period ranges from 90 days to 120 days. The Group EEENFI0E120H - KREEE
has financial risk management policies in place to ensure that ) F B RS A e B IR IR o LAREIRFT
all payables are within the credit timeframe. BN RIBRBAS T
Trade payables of approximately HK$3,704,000 (2015: BHE-_E—XRF+-_A=+—H
HK$2,284,000) and nil (2015: HK$1,349,000) were I BE#93,704,0008 L (= F
denominated in RMB and USD respectively, the currencies — R F:2,284,0008 L) R BB
other than the functional currency of the respective group T (ZE—RF: 1 349,000 1)
entities, as at 31 December 2016. ZEBSENTEDRAARE R
EILEHE - ﬁﬁﬁfﬁf"i’ﬁgﬁjliﬂlﬁu
SEERBZIGEEE-
30. AMOUNT DUE TO A NON-CONTROLLING 30. B —XMEAR—EH*

SHAREHOLDER OF A SUBSIDIARY

The amount is unsecured,
demand.

interest-free and repayable on

2R R

ZEFEAERWT 2B NARE
KIEE -
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Notes to the Consolidated Financial Statements

e R R M

For the year ended 31 December 2016
B E—NFf A= —HIFFEE

31. AMOUNT DUE TO A RELATED COMPANY 31. BN —XBEQTRIE
2016 2015
—E—RE —E—AF
HKS$ HK$
BT BT
Carrying amount that is repayable: JEEERREE :
— within one year ——FRr 11,536,034 23,330,597
— over one year but less — BB —FEIRRF
than two years 42,908 78,461
— over two years but less —HBBMFELRAF
than five years 156,677 329,903
— over five years —BBRF 223,355 265,583
11,958,974 24,004,544
Less: Amount due for settlement B —FREIABEE KA
within one year (shown (RrEBaEET
under current liabilities) FI7R) (11,536,034) (23,330,597)
Amount due for settlement — R EEERIE
after one year 422,940 673,947
The amount is unsecured and fixed-interest bearing at a ty s hyE s 3R B E R R
range from 12% per annum to 30% per annum. The related NF12%230%:T B oL @ER
company is controlled by the father of Mr. SUEK Ka Lun, Ernie, FEARAEEEEZBMALE IR
who is a director of the Company. R o
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For the year ended 31 December 2016

BE—FE— N F+_A=1+—HIFE
32. BORROWINGS 32. BE
The following table provides an analysis of the borrowings: TRIEHEEZ9H:
2016 2015
—E—RE —hF
HKS$ HK$
BT BT
Secured bank borrowings (note a) BEWETEE
(Krita) 61,343,200 -
Unsecured bank borrowing (note b) EIKWEITEE
(Kiath) - 6,000,000
61,343,200 6,000,000
The carrying amount of bank BERERERBERZ
borrowings (shown under RITEEREE
current liabilities) contain (RREBEERET
a repayment on demand clause: FIR)
— Within one year ——FRr 36,449,600 6,000,000
— Within a period of more than — BB —FETBBMF
one year, but not exceeding ST
two years 1,449,600 S
— Within a period of more than —HBBARFETBRAF
two years, but not exceeding H B R
five years 4,348,800 -
— Within a period of more than —BEAFHEBA
five years 19,095,200 =
61,343,200 6,000,000
Less: Amount due within one year BoRmEBEET
shown under current liabilities TRZ—FRA
EIHAFRIR (61,343,200) (6,000,000)
Amount due after one year —F 1% B HFIR = S
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For the year ended 31 December 2016
B E—NFf A=+ —HIFFEE

32. BORROWINGS (Continued) 32. /& (&)
Notes: Haz -
(a) Secured bank borrowings (a) BEMERITEER
Details of the pledged assets for the secured bank borrowings BIEFIRTEENRTFEEFBR
are disclosed in notes 14 and 16. Mt 5E14F016 ©
The secured bank borrowings carry interest at HIBOR plus BERBRITEERESRITRE
1.85% to 2.5% per annum. WEIM1.85%E2.5% 2 FF K&t
& o
(b) Unsecured bank borrowing (b) BILMIRITEER
The unsecured bank borrowing was repayable within one EAR AR ITEE BN RS KE
year from the end of the reporting period but contained a H—FRNES BEERERKES
repayment on demand clause and carried at HIBOR plus 1.5% B WIREBRITEEFREM
per annum. 1.5% 2 FFEFTE -
The unsecured bank borrowing was guaranteed by the BEEEFRITEERARARRMH
Company. o
33. OBLIGATIONS UNDER FINANCE LEASES 33. MEMHESEHR
Present value of
Minimum lease payments minimum lease payments
BEHENH BEEENNRE
2016 2015 2016 2015
“E-R"§ —T-nFf ZB-R§ _"E-1f
HK$ HK$ HKS HK$
7 7 5 7
Amounts payable under MEMERMNRIE:
finance leases:
Within one year —FR 245,772 - 236,890 -
More than one year but not BE—FETEBMT
exceeding two years 184,329 - 182,179 -
430,101 - 419,069 -
Less: Future finance charges B RREERS (11,032) - - -
Present value of lease obligations HEEMRE 419,069 - 419,069 -

Less: Amounts due from settlement  J&: —F N E| BB EFUE

within one year (shown as (RRBEBEETIR)
current liabilities) (236,890) -
Amounts due for settlement —FRIBERTE
after one year 182,179 -
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For the year ended 31 December 2016

BE—F—NFL+_HA=1—HIFE
33. OBLIGATIONS UNDER FINANCE LEASES 33. MEMHEESEME (&)
(Continued)
The Company leases certain of its motor vehicles under finance RNAFIRERMEHEHRHEES T
leases. The lease term was 3 years. The borrowing rate was HEHE-HHA=F -HE_-_ZT—<
2.8% per annum as at 31 December 2016. Interest rate was F+-_A=1+—HIEMNEREF
fixed at the contract date. The lease was on a fixed repayment KE28% - MERERBREE-
basis and no arrangement was entered into for contingent HMETNEEERASER WA
rental payments. AN RET L HE -
34. DEFERRED TAXATION 34. EERIE
The following are the major deferred tax liability (asset) UTARAFE N BFHMIER
recognised and movements thereon during the current year JEBREMRBEE (BE) UK
and prior period: HEH) .
Change in
fair value of
Accelerated held-for-
tax Tax  Intangible trading
depreciation losses assets investments Total
BEEE
i RE
BBTE BEER BFEE OLAVEEE @
HK$ HK$ HK$ HK$ HK$
BT BT B BT B
At 1 January 2015 RZZ—HF—F—H 5,113,485 (161,096) 877,410 - 5,829,799
Credit to profit or loss for the year  # AARF 1Bz (1,275,590) = (877,410) - (2,153,000)
At 31 December 2015 R-Z-n%
T=E=1+—H 3,837,895 (161,096) - - 3,676,799
(Credit) charge to profit or loss (BA)MEAFER
for the year (943,301)  (3,518,080) - 12,627,442 8,166,061
At 31 December 2016 RZB-—RF
+=A=+-8 2,894,594 (3,679,176) - 12,627,442 11,842,860
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For the year ended 31 December 2016

BE_FE—NFF+-A=+—HIFEF
34. DEFERRED TAXATION (Continued)

At the end of the reporting period, the Group has estimated
unused tax losses of approximately HK$170,573,000 (2015:
HK$175,533,000) available to offset against future profits.
A deferred tax asset has been recognised in respect of
approximately HK$22,298,000 (2015: HK$976,000) of the
tax losses. No deferred tax asset has been recognised in
respect of the remaining tax losses of HK148,275,000 (2015:
HK$174,557,000) due to the unpredictability of future profit
streams. Included in unused tax losses of HK$9,524,000,
HK$9,116,000, HK$5,263,000 (2015: HK$9,524,000,
HK$9,116,000, HK$5,263,000 and HK$4,718,000) that will
expire by 2020, 2019 and 2018 respectively (2015: 2020,
2019, 2018 and 2017 respectively). Other losses may be
carried forward indefinitely.

Under the EIT Law of PRC, withholding tax is imposed
on dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable
to accumulated profits of the PRC subsidiaries amounting to
approximately HK$17,526,000 (2015: HK$19,829,000) as
the Group is able to control the timing of the reversal of the
temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future.
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EEBE ()

REEER NEETHEHER
Fom Al 2 Bt R B AR E B L
£170,573,0008 (& —H
£ : 175,533,000 7C) - AEBE
A 422,298,000 T (=&
— A 976,000 7T) Z T & &S
BRERELEHIBEE - AR ETE
B 2R 2 om M) 2 I £ B H A
5 75 B #8148,275,0008 T (=&
— A 4F : 174,557,000 7T ) HE R
EERIBEE - BREARBARB
&5189,524,000/%% 7C + 9,116,000/8
JC 5,263,000 (ZE—AF :
9,524,000/ 7C + 9,116,000/% JT *
5,263,000/ 7T 54,718,000/ 7T )
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mIRHAEE -
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BE—FE— N F+_A=1+—HIFE
35. SHARE CAPITAL 35. ®RA
Number of shares HK$
BHEE BT
Authorised: VETE
Ordinary shares of HK$0.05 RZE—RAF—H—BXK
each at 1 January 2015 and —hE+ZA
31 December 2015 —t+—BEkREE
0.058 T 2 LAk 10,000,000,000 500,000,000

Share consolidation (note (ii)(a))
Share sub-division (note (ii)(c))

D& st (KaEa)(a))
1D o3 (B2 3)(c))

(9,000,000,000) -
49,000,000,000 -

Ordinary shares of HK$0.01 each at

31 December 2016

= /\¢+ A= Jr H
FREE.01EB T

TiaR 50,000,000,000 500,000,000
Issued and fully paid: BEEITRERE:
Ordinary shares of HK$0.05 each at R-ZE—RF
1 January 2015 —HA—H&KREHEO0.05
BT BB 1,467,854,560 73,392,728
Issue of placing shares (note i) BTRERG (Hati) 645,840,000 32,292,000
Ordinary shares of HK$0.05 each at AT —HF
31 December 2015 +=—A=+—8H
BARMEE0.05% T2
TR 2,113,694,560 105,684,728

Share consolidation (note (ii)(a))
Capital reduction (note (i))b))

Issue of placing shares

& 1n& 6t (KaEa)aE))
R&ASEIR (A7 2 3)b))
BT EELOVELY

(1,902,325,104) -
- (103,571,033)

of HK$0.01 each (note iij) Be & Bkt (47 a2iii) 42,270,000 422,700
Ordinary shares each at RZTE—RF
31 December 2016 +=—A=+—HZ
TR 253,639,456 2,536,395
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e R R M

For the year ended 31 December 2016
B E—NFf A= —HIFFEE

®

35.

SHARE CAPITAL (Continued)

Notes:

@

(ii)

(iii)

On 30 April 2015, 293,560,000 new ordinary shares of the
Company of HK$0.05 each were issued to independent third
parties by placing at the placing price of HK$0.146 per share.
On 2 July 2015, 352,280,000 new ordinary shares of the
Company of HK$0.05 each were issued to independent third
party by placing at the placing price of HK$0.240 per placing
share.

All the shares issued rank pari passu with the existing shares of
the Company in all respect.

At a special general meeting of the Company held on 1 April
2016, a special resolution was passed by the shareholders of
the Company whereby:

(a) every ten issued and unissued shares of par value of
HK$0.05 each in the share capital of the Company
had been consolidated into one consolidated share of
par value of HK$0.50;

(b) the par value of each of the then issued consolidated
shares of the Company had been reduced from
HK$0.50 to HK$0.01 by cancelling the paid-up capital
of the Company to the extent of HK$0.49 on each of
the then issued consolidated shares; and

(0) each of the then authorised but unissued consolidated
shares of par value of HK$0.50 each was sub-divided
into 50 ordinary shares of par value of HK$0.01 each.

On 11 October 2016, 42,270,000 new ordinary shares of the
Company of HK$0.01 each were issued to independent third
parties by placing at price of HK$0.47 per share.
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(iii)

R-ZE—RAFENA=+8 AQ7
BBREREEEETR0.1467E T
[M¥8 37 28 = 75 847 7 293,560,000
B8 B AR E{E0.0578 J Ay 3T 2 8RR ©
R-Z—RAELtA-H KRR
iBACLE 1R B & B §AR0.2407 7T M)
¥8 37 28 = J7 8517 7 352,280,000/%
FIREE0.0SA LM Lk

FARBTNRAES HERAR
EELEIZELIDES + 8

MRIZB—RFNA-BRITHEAR
ARRERIRE L ARBRIRE
B IR RIRESR R

(a) AR B PR A G108 TR
HE0.05B T Z B HITR
REITRHEHAI1REE
0.50B Tz ARG

(b) BRTHERSHETAM
B2 R AR EHBRAE
fR0.4938 7T B E R AR
AIEBITAMRN 2EE
M ER0.50E TTHIRE &
f%0.0178 7T &

(© i & K & R E {E0.507%8 7T
ZEEBRETEIRN
7 9% /3500 B A% H {50.01
BT B

RZZE—XF+A+—8 @B
EREEETR0.47BTTABLE
=77%1742,270,0000% &~ A B & 1%
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Notes to the Consolidated Financial Statements

e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

36.

ACQUISITION OF A SUBSIDIARY 36. W — KB A A
On 30 November 2016, the Group acquired an investment R-E—-—RNFE+—A=+H" K
property through the acquisition of the 100% equity interest £ B AR & R (B87,165,828/ T
in Supreme Cycle Inc. (“Supreme Cycle”) from a related M—xxEELNT (H—EBUNESE
company, which is controlled by a discretionary trust, of which AN ERKRERKE ARISY
the immediate family member(s) of Mr. SUEK Ka Lun, Ernie KMBYEEFEIE S ) Wi Supreme
is/are one of the discretionary objects, at cash consideration Cycle Inc. ([Supreme Cycle ]) 2
of HK$87,165,828. Supreme Cycle is engaged in property 100% % # ° Supreme CycleE: £
investment in Hong Kong. NEBNEYENEES-
Assets acquired and liabilities recognised at the date of PRWERED WEEENRDER
acquisition are as follows: BEWT:

HK$

BT
Investment properties wEYE 113,129,400
Trade and other receivables, B 5 K H fth FE UK IE -

prepayments and deposits ENFERE® 864,592

Cash and cash equivalents BehRes 1,716,037
Trade and other payables and accruals B 5 N H b fE A RUE A K T R0E (2,080,201)
Borrowings EE (26,464,000)

87,165,828
Net cash outflow arising on acquisition: WEEARS R FRE:
Cash consideration ReRE 87,165,828
Less: Cash and cash equivalents acquired W EESReREEE (1,716,037)
85,449,791
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

37. DISPOSAL OF A SUBSIDIARY 37. HE—FRHEBLQF
Luxury Field Limited, a wholly-owned subsidiary of the NR_ZE—RAF+_A+HEHERK
Group, entered into a sale and purchase agreement with SE2EHEE 2B R T Luxury
an independent third party to dispose of the entire equity Field LimitedB2 7 5 = 75 5]
interest in Marble Arch Investments Limited (“Marble Arch”) V—HEHEEWHE UABEEARE
at a consideration of HK$25,039,012 in cash on 14 December 25,039,012 T EEREER
2015. The net assets of Marble Arch and its subsidiaries on 14 BEBRERAR ([EX])HE Y
December 2015 were as follows: - g X RENBARRE
—hAF+_A+UNHMNEEFE
wm
HK$
BT
Net assets disposed of: HECEEFRE:
Advance to potential investees BTEBERKRER 28K 23,877,746
Cash and cash equivalents RekBe2H 2,509,955
Other payables Efth e 7108 (165,491)
26,222,210
Loss on disposal of a subsidiary: PE—RMBARZERE:
Cash consideration HeaRE 25,039,012
Net assets disposed of HEZEEFRE (26,222,210)
(1,183,198)
Net cash inflow arising on disposal: HEEECREMAFRE:
Cash consideration REeRE 25,039,012
Less: cash and cash equivalents disposed of BEREZHRSRASER (2,509,955)
22,529,057
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e
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For the year ended 31 December 2016

R —FE—NF+-_H="1—HIFE
37. DISPOSAL OF A SUBSIDIARY (Continued) 37. HE—XMEBLR (&)
The impact of Marble Arch on the Group's results and cash EFUARERRNEE T —1F
flows for the year ended 31 December 2015 is shown as +-_A=1+—HIFENEENX
follows: ReERNENTZEI AT :
HK$
BT
Loss from the operation of Marble Arch and REEZERHEWNB AR
its subsidiaries ¥%EE (25,994)
Loss on disposal of Marble Arch HEEENESR
(included in other gains and losses) (FTAEM=REE) (1,183,198)
(1,209,192)
During the year ended 31 December 2015, Marble Arch REBEE-_T— ﬁi‘f‘ A=+—
and its subsidiaries incurred HK$25,994 to the Group's net HIrFEE X RENBARA

38.

operating cash flows.

LEASE COMMITMENTS
The Group as lessee

At the end of the reporting period, the Group has
commitments for future minimum lease payments under non-
cancellable operating leases in respect of premises which fall
due as follows:

38.

AEBZE *g*fﬁi//wii%’r%ﬁ’%m
25,9947 7T ©

HEEE
AEBEEREEA

RBEIR - AERERYEZ A
RS HE R IA T B B 84K
2 R EAKTH BRI AGE

2016 2015
—E—ARE —hF
HKS$ HK$
BT BT
Within one year —F R 8,831,587 16,984,914
In the second to fifth year inclusive F_EZERFNA
(BHEERME) 13,408,747 3,117,509
Over five years HBARF 40,665,482 41,932,307
62,905,816 62,034,730
Operating lease payments represent rentals payable by the ST E IR A EB LA F
Group for factory premises and staff quarters in the PRC. By IMOERETIESENZ
Leases for factory premises and staff quarters are negotiated He IHWMERETIFEES 2FHE
for terms of one to fifty years. Rentals are fixed for one to fifty ETFEAIRS0ETEZE - B2 M2
years. SOEEW.):ETK °
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

38. LEASE COMMITMENTS (Continued) 38. HEAIE (&)
The Group as lessor AEBEREHEAA
All of the Group's properties held for rental purposes have NEBFMRAEZELRRAGE ZWE
committed tenants for the next one to three years. At the end RAR—ZE=FHEFHEEME-
of the reporting period, the Group has contracted with tenants RIERER  ~NEBRERDEZ
for the future minimum lease payments under non-cancellable TR REEEHECRHELATY
operating leases in respect of rented premises which fall due as AT B B B 2 R 2R e N & (K
follows: HEFIE:
2016 2015
—EB-XE —T—AfF
HKS$ HK$
BT BT
Within one year —F R 6,008,200 453,703
In the second to fifth year inclusive F_EZERNFN(BE
BEMF) 5,653,300 41,200
11,661,500 494,903
At the end of the reporting period, the Group has contracted AR EAR - AREE D BEEEA
with a related party of HK$9,990,000 (2015: nil) for the future =+ Bt R 2R &K &+ 5%9,990,000
minimum lease payments. BL(ZE—RF :T)FTH-
39. CAPITAL COMMITMENTS 39. EARKIE
2016 2015
—E—REF —E—HEF
HK$ HK$
BT BT

Capital expenditure contracted for but A FEEERTAERE

not provided in the consolidated e MR A IR
financial statements in respect of: R ERRX
— acquisition of property, —WIEME  BRE Rk
plant and equipment B 1,948,897 404,250
— prepaid lease payments in the PRC ~ — AP EZEMNEE
A 11,719,833 12,534,177

13,668,730 12,938,427
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For the year ended 31 December 2016

R —FE—NF+-_H="1—HIFE
39. CAPITAL COMMITMENTS (Continued) 39. EAREIE (&)
The Group's share of the capital commitments made jointly REEBEFEAS Z A A Reliance
with other joint venturer relating to its joint venture, Reliance Partner Limited 2 E fth & & 75 $£[A)
Partner Limited, is as follows: EH 2 & ARFEPER AT DG H 2B (D
W
2016 2015
—E—REF —E—hF
HK$ HK$
BT BT
Commitment to provide R R E R AR
shareholder’s loan - 47,049,800
The commitment to provide shareholder’s loan is released WILE B IREERREER Y
during the year ended 31 December 2016 upon the EEEREBE_Z—AF+=A
termination of contribution agreement. =t+—HIEFEHRK-
40. RETIREMENT BENEFITS SCHEMES 40. RIKERGTE

The Group operates a defined contribution retirement benefits
scheme (“ORSO Scheme”) for certain qualifying employees
in Hong Kong. The assets of the ORSO Scheme are held
separately from those of the Group in funds under the control
of the trustee. Contributions to the ORSO Scheme are at rates
specified in the rules of the ORSO Scheme. Where there are
employees who leave the ORSO Scheme prior to vesting in full
in the contributions, the contributions payable by the Group
are reduced by the amount of forfeited contributions.

With effect from 1 December 2000, the Group has also joined
a mandatory provident fund scheme (“MPF Scheme”) for its
employees in Hong Kong. The MPF Scheme is registered with
the Mandatory Provident Fund Scheme Authority under the
Mandatory Provident Fund Scheme Ordinance. The assets
of the MPF Scheme are held separately from those of the
Group in funds under the control of an independent trustee.
Under the MPF Scheme, the employer and its employees are
each required to make contributions to the MPF Scheme at
rates specified in the rules. The only obligation of the Group
with respect to the MPF Scheme is to make the required
contributions. Except for voluntary contribution, no forfeited
contribution under the MPF Scheme is available to reduce the
contribution payable in future years.

AEBEEEZAETAERE
B 17T E B R K& A 5T 2
(TORSOET#l]) - ORSOsT &I 2 &
ERETIAZSzESES  BX
EBCEEDFAKEE - ¥ ORSOFT
2 2 T ORSOET 81 2 #8 Rl BT
R R E - WEBR A2
15 4t ZX AT 3R H ORSOT &l - B
EEEED 2HARAFAE LK
RS R -

ZEETF+A—HE K
SETER/ERERERE S INEH
MREEE ([RESFE]) -
BIETEERERFELTER
BN IDEE N e AR i
2R - REeF S EERE
MERARBZEZSRKE  BHA%
Bz EEDFRIE - RIEVESET
g B MHEEBSAZMAIFIH
Z R A RES A EME L K-
AEBEEMABREStEcE—]
ERELRE L 2K R B
WS BB R E R & 208
W SR AT R DA SRR 2R 4R FE PR AF
oz e
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For the year ended 31 December 2016

BE_FE—NFF+-A=+—HIFEF
40. RETIREMENT BENEFITS SCHEMES

(Continued)

The retirement benefits schemes contributions arising
from the ORSO Scheme and the MPF Scheme charged
to the consolidated statement of profit or loss and other
comprehensive income represent contributions payable to
the funds by the Group at rates specified in the rules of the
schemes.

For the retirement benefits of the Group’s qualifying
employees in the PRC, the Group has participated in the
retirement benefits scheme operated by the local municipal
government of Shenzhen. The Group is required to contribute
a specified percentage of their payroll costs to the scheme to
fund the benefits. The employees are entitled to retirement
pension calculated with reference to their basic salaries on
retirement and their length of services in accordance with
the relevant government regulations. The only obligation of
the Group with respect to the scheme is to pay the ongoing
required contributions under the scheme. Contributions to the
scheme are charged to the consolidated statement of profit or
loss and other comprehensive income as they become payable
in accordance with the rules of the scheme. No forfeited
contribution under retirement benefits scheme in PRC is
available to reduce the contribution payable in future years.

As at 31 December 2016 and 2015, there were no significant
forfeited contributions which arose upon employees leaving
the schemes before they are fully vested in the contributions
and which are available to reduce the contributions payable by
the Group in the future.

The total expenses recognised in profit or loss of approximately
HK$9,425,000 (2015: HK$9,421,000) represents contributions
payable to these plans by the Group at rates specified in the
rules of the plans.
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For the year ended 31 December 2016
—NFFZH=1—HIFFE

BHE—F

41. RELATED PARTY TRANSACTIONS

(a)

Apart from the amounts due from/to related companies
as disclosed in notes 27 and 31, respectively, the Group
has entered into significant transactions between
related parties and subsidiaries of the Company as

41.

BEEALTXRS

(@) FREE27 R EE319 B4
B, NRE R B FIA
Sh - NEE B BN EREE
AT RHBARET NIIE

follows: K5
2016 2015
—E—XRE —E—RF
HKS$ HK$
BT BT
Licensed fee income (note 1) FrEFBUWA (Hat1) 1,690,000 1,630,000
Promotion income (note 1) SEWA (KiET) - 500,000
Sales of goods (note 1) HeEEm(MaE1) 44,640 267,735
Rental income (note 1) U A (B5ET) 370,000 =
Office rental expenses (note 1)  WMAEMREH (Mit1) 360,000 360,000
Premises rental expense (note 2) ¥ZEM &R (A1i22) - 666,664
Finance costs (note 3) BhE A (A7 EE3) 3,064,918 2,591,217
Notes: HaE
1) The transactions were carried out with Neway Karaoke (1) ZERP T EMARELTE
Box Limited and its subsidiaries which are controlled il 2 Neway Karoake Box
by Dr. SUEK. Limited & E [ff B 2 7] #
iTe
) The transaction was carried out with another related () MR TVEHESBEEE
company, which is beneficially owned by Mr. SUEK Ka Exnazs—HEEA
Lun, Ernie. RIETT
(3 The transaction was carried out with a related (3) X5 Ty E e

company which is controlled by Dr. SUEK.

BB RBIHETT
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For the year ended 31 December 2016
B E—NFf A= —HIFFEE

41. RELATED PARTY TRANSACTIONS (Continued) 41. BEALIRS (&)
(b) Compensation of key management personnel (b) FEEZHEAESZHM
The remuneration of directors and other members of UTAESRAEMTIEEE
key management during the year was as follows: ANERERNZH:
2016 2015
—EB—XE —E-REF
HKS$ HK$
BT BT
Short-term benefits 2 BARE A 8,378,403 6,679,820
Post-employment benefits BER 2 B T 164,760 126,225
8,543,163 6,806,045
The remuneration of directors and key executives is BEENETEITHABR ZE
determined by the remuneration committee having TEFMEE SR ER AL
regard to the performance of individuals and market ZERIBEMGEBEEBEFE-
trends.
42. CAPITAL RISK MANAGEMENT 42. EXEBERE

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 owners through the optimisation of
the debt and equity balance.

The capital structure of the Group consists of debt, which
includes amount due to a related company, borrowings and
obligations under finance leases disclosed in notes 31, 32 and
33, respectively, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued
capital and reserves.

The management of the Group reviews the capital structure on
a continuous basis taking into account the cost of capital and
the risk associated with the capital. The Group will balance its
overall capital structure through new share issues, repurchase
of shares and the issue of new debt or the redemption of the
existing debt.

The Group's overall strategy remains unchanged from prior
year.
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

43. FINANCIAL INSTRUMENTS

43. €@ T A

Categories of financial instruments EMIBEZER
2016 2015
e —T—RE
HK$ HK$
BT BT
Financial assets TEEE
Loans and receivables B3 & U IE
(including cash and (BB X
cash equivalents) ReEE) 469,580,667 538,837,040
Held-for-trading investments BIEEBERE 132,247,356 45,089,662
Available-for-sale investments AHHERE 41,735,027 40,844,006
Derivative financial instrument PTEEMT A 10,416,328 10,369,795
Financial liabilities TRAE
Amortised cost BIHROR 181,236,495 145,901,180

Financial risk management objectives and policies

The Group's major financial instruments include loans to
available-for-sale investees and joint ventures, derivative
financial instrument, available-for-sale investments, held-for-
trading investments, trade and other receivables and deposits,
loans receivable, amount due from a related company, short-
term bank deposits, cash and cash equivalents, trade and
other payables and accruals, amount due to a non-controlling
shareholder of a subsidiary, borrowings and amount due to
a related company. Details of these financial instruments are
disclosed in respective notes. The risks associated with these
financial instruments include market risk (interest rate risk,
currency risk and price risk), credit risk and liquidity risk and
the policies on how to mitigate these risks are set out below.
The directors of the Company manage and monitor these
exposures to ensure appropriate measures are implemented on
a timely and effective manner.

MEEREEERFERBEER

AEBECZFESHMTEBREAT
AEHERKRETREERAIZ
BEX - TEemI A mHEER
B BIEEERE EHREME
WHIEARET €  BINER - B
—XBERRRE -EHRTRHE
FREeRBeFE EHREM
FERTSRIBLA R ERTRKIE ~ B — =
MEBAa —RBIEERRRERIE-
BEREN—RBELRFTIA-
hESMTAEZFBERE@ME
BE-HNESHTARERAR
BEmMERR (FERE E%E
w M EREE) - EEREERE
B Rk RIEA R R 2 BORE
RIX KRB EFERMERZ
LRk - IR R EEIUEE A 8UE
i
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For the year ended 31 December 2016
B E—NFf A= —HIFFEE

43. FINANCIAL INSTRUMENTS (Continued) 43. £RIT A (&)

Financial risk management objectives and policies EEREEEERBE

(Continued) (%)

Market risk 75 E

() Currency risk () EEEE
Several subsidiaries of the Group have foreign AEBEBETZHIWERQ -
currency sales and purchases, which expose the Group ANEEITEBER S B
to foreign currency risk. In addition, certain trade SR E F B AT INE [E S o
receivables, bank balances, short-term bank deposits, WAN REBABEE TE 5 JE
trade payables of the Group are denominated in RMB, WkIE  R174565 R EAER
USD, HK$ and EURO, the currencies other than the TlFEH -85 EARIE
functional currency of the respective group entities AR -E7 BT REIT
as disclosed in notes 25, 28 and 29 respectively. (HIEEHEERTE 2
Approximately 33% (2015: 45%) of the Group's sales EE)BBEN D RIRMFE
are denominated in currencies other than the functional 25 28K 29Hi 58 - REE A
currency of the group entity making the sale, whilst 3B% (ZZFE—HF:45% )
almost 20% (2015: 20%) of costs are denominated JIHEDUETIHEVERTE
in currencies other than the functional currency of the BEVINREEM AN B A
group entity’s functional currency. B BEI20% (ZE—H

F:20% ) CKAUNEEE
BEIEEE N B A5

i °
The Group currently does not have a foreign currency AREE BRI WEEHEINE S
hedging policy. However, directors of the Company HE - AM NAGIES
monitor foreign exchange exposure and will consider BEERONERIS  EBEEER
hedging significant foreign currency exposure should e E B PERINER
the need arise. 4 o
The Group's intra-group balances do not form part of REEEE RS R T BN
the net investment in foreign operations. The carrying B BB —ED o R
amounts of the foreign currency denominated intra- WERRMEEEEE RET
group balances which have been eliminated in the RAREHZETHB AR
consolidated financial statements of certain subsidiaries fRE B wmE P 2 MR e I%
of which the functional currency is HK$ and RMB at the INEETEMN S ERESRIRE
end of the reporting period are as follows: BT
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

43. FINANCIAL INSTRUMENTS (Continued) 43. €T A (18)

Financial risk management objectives and policies EEREEEERBE

(Continued) (#&)

Market risk (Continued) TSRk (&)

(i) Currency risk (Continued) () EEE (&)
2016 2015

—E—XREF —E—hF

HK$ HK$
BT BT

Net amounts due from (to) group fE U ( FEft) E=E A &)

companies denominated in BRARBHATE
RMB against HK$ % I8 7,086,000 (3,238,000)
The carrying amounts of the Group's foreign currency RNEEUINEHEZ §EEE
denominated monetary assets and monetary liabilities EMEEaERSREHERZ
at the end of the reporting period are approximately as FREEYIT
follows:
Assets Liabilities
BE =X
2016 2015 2016 2015
“E-R"§ —T-nFf ZB-RE _"E-If
HK$ HK$ HK$ HK$
BT BT BT BT
USD against HK$ ETLRET 30,509,000 19,710,000 - 1,349,000
HK$ against RMB BTAARE 46,891,000 12,773,000 - =
RMB against HK$ ARBEAT 207,490,000 214,538,000 202,578,000 218,715,000
EURO against HK$ BTHAET 566,000 542,000 - =
Sensitivity analysis BRRE DT
Since the exchange rate of HK$ is pegged with USD, A A TTIE R B SE T 4
the Group does not expect any significant movements REBFEEBET, BT ZE
in the USD/HK$ exchange rates. K@ PR (TR EREH -
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BE—F—NFF+_A=1+—HIFEF
43. FINANCIAL INSTRUMENTS (Continued) 43. @M I A (&)
Financial risk management objectives and policies BREMREEEEREEK
(Continued) (#&)
Market risk (Continued) mEEE (&)
() Currency risk (Continued) () fg‘fﬁ’?’?/ﬁ B (&)
Sensitivity analysis (Continued) RRE M (8)
The following table details the Group’s sensitivity to a TREFNNEREFZF—DE AL A]
10% (2015: 10%) increase and decrease in functional M.%T@% NEE H1E R
currency of respective group entity against relevant EBRER2NKEER LA
foreign currencies (other than USD) and all other BN (TNBEEET)FE
variables were held constant. 10% (2015: 10%) is NEE10% (ZE—HF:
the sensitivity rate used and represents management’s 10% ) 2 BURRE © BT A 8%
assessment of the reasonably possible change in foreign EHERBI0% (ZFT—H
exchange rates. The sensitivity analysis includes only F:10%) IR EEEM
outstanding foreign currency denominated monetary SIEFERRIBEHIR 2 & TR &
items, and adjusts their translation at the end of the ) o HUXE AT R B FELASS
reporting period for a 10% (2015: 10%) change M EAEEEEIER
in foreign currency rates. A positive number below WHEXRLEIR10% (ZF
indicates a decrease in post-tax profit (2015: increase in —HRF:10% ) BEEAERE
post-tax loss) for the year where functional currency of ENHEHR 2 BELEE -
respective group entity strengthen 10% (2015: 10%) TX EERMAE@ERNEESE
against foreign currencies. For a 10% (2015: 10%) B2 EE EINEFHE
weakening of functional currency of respective group 10% (ZE—HF:10% )
entity against foreign currencies, there would be an ZERT ZISEE/T\@% 1% %
equal and opposite impact on the result for the year. MBS (ZFE—RF:
%TR&FHE%M) o i} & 7
%ﬁﬁ%zmaﬁﬁﬁ%ﬁl\
A (E10% —REF:
10%) - Jﬁ$¢¥ PERIE
@%&%EEW&Z%% °
Impact of Impact of Impact of
HK$ EURO RMB
BRI Bz ARBZEE
HKS HKS HK$
BT BT BT
2016 —~E
(Decrease) increase in profit FE &R (FA) # 0
for the year (3,915,000) (47,000) 182,000
2015 —hF
(Increase) decrease in loss FEEE (Em)md
for the year (1,067,000) (45,000) 78,000
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For the year ended 31 December 2016

BHE—F

43,

~NFTZA=1—HIFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(ii)

Interest rate risk

The Group is exposed to cash flow interest rate
risk primarily relates to variable-rate bank deposits,
bank balances and bank borrowings. The Group is
also exposed to fair value interest rate risk relates
primarily to the fixed-rate loans receivable, amount
due to a related company and obligations under
finance leases and interest-free loans to available-for-
sale investments and joint ventures and amount due
to non-controlling shareholder of the subsidiary. The
Group has not used any derivative instruments in order
to mitigate its exposure associated with fluctuations
relating to interest cash flows. However, the directors
of the Company monitor interest rate exposure and
will consider other necessary actions when significant
interest rate exposure is anticipated.

Sensitivity analysis

The management considers that the Group's exposure
to future cash flow risk on variable-rate bank balances
as a result of the change of market interest rate is
insignificant and thus variable-rate bank balances are
not included in the sensitivity analysis.

The impact on the Group's cash flow is due in part
to its sensitivity to interest rate which has been
determined based on the exposure to the variable-
rate bank deposits and bank borrowings. The analysis
is prepared assuming the amount of asset outstanding
at the end of the reporting period was outstanding for
the whole year. A 50 basis point increase or decrease
is used which represents management’s assessment of
the reasonable possible change in interest rates.

43.

€@IA (&)
BEEAMEEEERBE

(%)

mEEE (&)

(11)

FIE 2SR

REBARZBRERENE
Rk B EY BIRTTE
RITHEBRSIRITIEE AR -
REBE T A T BEF B JE
WEFR - BN —HKEERT]
TELBMEREE T NG

AHfHEEREREERAZ
REEFANEN —RIE
N FEERIRA R 2 SRIEAE RS
ZRFENXER - AEE
I SR AT D74 T ARUE
P& BRI RIR &8 KB
BRAZER AWM N7
EXERMNRER  L5E
BRIERAEAZ EAFIEE
BRI R{TE

BRRE DT

EEERR AREREMS
= B M phF BRI TAEER
A 2 ARRE & R E R
o B - 0% BERTT A BRI
AREREFREDHITA -

HAEERST2EKRTE
o RN EEFIE 2 %
ERTE 2SR E THRE A
AR 27 BRITIERRIRTT
BEERBMETE &AM
BN ERAREREZE
ESBREREFENBKRE
EBmAH - T A Z50EE
25 FRRE BB
FIRAIEHIR 2 5B EF -
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

43. FINANCIAL INSTRUMENTS (Continued) 43. €T H (&)

Financial risk management objectives and policies R ETERERBE

(Continued) (&)

Market risk (Continued) iR ()

(i) Interest rate risk (Continued) (i) FIEEE (&)
Sensitivity analysis (Continued) BUREDN (8)
If interest rates had been 50 basis points higher/lower W F = EFH T FE501E &
and all other variables were held constant, the Group's 2LoMAABE EM A ERED
post-tax profit (2015: loss) for the year would decrease/ BRNEEZANFHRIEIER
increase (2015: increase/decrease) by approximately M ZE—RF:BE)B
HK$2,000 (2015: HK$448,000). This is mainly WML —RF:
attributable to the Group’s exposure to interest rates on # 0 ) £92,0007% T
its variable-rate bank deposits and bank borrowings. —ZFT —HF:448,0008

L) BRI EERAR

SERF BRITIFRKLIRIT
fEE AR 2 MR ER -

(i) Other price risk (i) BB E
The Group is exposed to price risk in respect of: AEBEFUAT T EEASE
1 [ e -

. held-for-trading investments in equity securities . REEREMSZ ™
listed in Hong Kong Stock markets. The directors IS AN B SR EB
of the Company manage the exposure by ERE-RARAIES
maintaining a portfolio of equity investments HEETRRREE
with different risk profiles. ZRARIEEEEER

BRARB -

. derivative financial instrument in relation to o HEERNEBPIRE
the put option to depose of the Group's equity P Hh EE H) IR 2N 2
interest in Ying Wah. RoOHEEBEMNITE

TR T HE-

Sensitivity analysis BRRE DT

The sensitivity analyses on held-for-trading investments FRAZEIEEEREHRA

during the year have been determined based on EoMIIBERFRERRR

the exposure to equity price risks at the end of the ZRAEIEERETE - B

reporting period. For sensitivity analysis purpose, the REDHME  8URE LR

sensitivity rate considers at 10% in the current year. AARFEEWRE10% ° HE

If the prices of the respective equity instruments HERATAEZEB®E AT

had been 10% higher/lower and all other variables BK10% - AT A H b A] & A

were held constant, the Group's post-tax profit for E=1E B REE 2 AFKR

the year would increase/decrease approximately by B EMNERZFEEZTIRE

HK$11,043,000 (2015: post-tax loss would decrease/ N EZEMIE I, HA L

increase HK$3,765,000) as a result of the changes in 11,043,000 T (—F—*H

fair value of held-for-trading investments. F BRBEERERLD 18

Hn3,765,0005 7t ) ©
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

43,

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
(i)~ Other price risk (Continued)
Sensitivity analysis (Continued)

No sensitivity analysis is provided on derivative financial
instrument as the management of the Company
considers that the effect of the price fluctuation on
the fair value of derivative financial instrument is
considered as insignificant.

Credit risk

The Group's credit risk is primarily attributable to trade
and other receivables, loans receivable, amount due from a
related company, loans to available-for-sale investees and joint
ventures, short-term bank deposits and bank balances as at 31
December 2016 and 2015.

As at 31 December 2016, 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 the
carrying amounts of the respective recognised financial assets
as stated in the consolidated statement of financial position.

The Group has significant concentration risk on loans to
available-for-sale investees and joint ventures. The directors
of the Company continuously monitor the credit quality
and financial positions of the counterparties and the level
of exposure to ensure that the follow-up action is taken to
recover the debts. Other than these, there is no significant
concentration of credit risk in receivables as the exposure
spread over a number of counterparties and customers. Under
such circumstances, the directors of the Company consider
that the Group’s credit risk is not material.

ERMIA (&)

BERREZERERBEE
(%)

mEEE (&)
(iii) @ﬁﬂﬂ ? (&)
REDH (5B)

i%ﬁﬁiﬁ@lﬂﬁﬁ@
RED ARARBER
ERBEREBHITESH
TARVFENZENTE

X o
= E/m B
AEBZEERRIZERENE

2TE _/\i)}—%_ﬂi‘f‘:

A=1t—RHIzES REMEK

PR EWER BR—REER

AR B TAHEERIRET R

AMATZE EHISRITERK
1THESR -

BE_ZT-R"F+-A=1+—H
b REBEHF T AREBITEE
BREMBBIMAX Z&SE
SR - RERE MBI R R AE
BEREREREE < REE-

AEE R %Tfm%w&ﬁﬁﬁ
BERAZERZBFARES
RERR - AR T%%ﬁﬁw REE
BEREFT2H BRI KR
BRI DAMERA SREURETTEII
EHEIE - fritb 29N REBEZEE
REyEBEZR2HYFIRER
WU EIEEEQ@ﬂE%
RZER-REBEBER AR
EERA $EIZFEHEIT
EX-
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BE-F—AF+-A=—HIEE
43. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)

In order to minimise the credit risk, the directors of the
Company have 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 directors of the Company
review the recoverable amount of each individual debt at
the end of the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts.

The credit risk on liquid funds is limited because the
counterparties are banks with good reputations.

Liquidity risk

The Group manages its liquidity risk by monitoring and
maintaining a level of cash and cash equivalents secured
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 ensure compliance with loan covenants.

The following table details the Group’s remaining contractual
maturity for its financial liabilities based on the earliest date
on which the Group can be required to pay. Specifically,
borrowings with a repayment on demand clause are included
in the earliest time band regardless of the probability of the
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.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from prevailing market rate at
the end of the reporting period.
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BE _FE—NF+_HA=1—HIFEF

" 7 ==
43. FINANCIAL INSTRUMENTS (Continued) 43. £RIT A (&)
Financial risk management objectives and policies BEEGEEREENEE
(Continued) (#&)
Liquidity risk (Continued) REBEEE (&)
Liquidity tables B E s xK
Carrying
Weighted amount at
average 1 month 3 months 1 year 2 years Total the end of
effective to to to to Over undiscounted the reporting
interest rate  On demand 3 months 1 year 2 years 5 years 5 years cash flows period
8
mETH -f8A =8B - mE ReNHE  REEAZ
| ¥k REX 2=f8A 2-F ERE 21f BBLE a8 BEE
% HK$ HKS HKS HKS HK$ HKS HKS HK$
% B B B B b b B AR
2016 ZE-5F
Trade payables )R - - 50,900,827 - - - - 50900827 50900827
Other payables and accruals R REREN B - - 40,288,685 - - - - 40288685 40,268,685
Amount due to a non-controlling E-FHBAR
shareholder of a subsidiary —RFERRENE - 16,744,809 - - - - - 16744809 16,744,809
Amount due to a related company ER-RBERANE Note 1 i1 2,073,249 245,514 10,145,813 117,084 320,534 310,806 13,213,000 11,958,974
Secured bank borrowings FERRIEE Note 2 2 61,343,200 - - - - - 61343200 61,343,200
Obligation under finance leases HERERE 28 - 61,443 184,329 184,329 - - 430,101 419,069
80,161,258 91,496,469 10,330,142 301413 320,534 310,806 182,920,622 181,655,564
Carrying
Weighted amount at
average 1 month 3 months 1 year 2 years Total the end of
effective to to to to Over  undiscounted  the reporting
interest rate On demand 3 months 1 year 2 years 5 years 5 years cash flows period
AE
TS —faA =fiR —& k3 Reng  BEHRZ
LIk BEKX E=fiA E-f E@E 21f BBRF a8 SEE
% HKS HKS HKS HKS HKS HKS HKS HKS
% A BT AR A oy BT oy oo
2015 —3-1f
Trade payables ZHERTE - - 60,041,444 - - - - 60041444 60,041,444
Other payables and accruals Et AR RER TR - - 37,946,883 - - - - 37946883 37,946,883
Amount due to a non-controling ER-FHBAA
sharefolder of a subsidiary —RFERRRFE - 17908309 = = = = - 17908309 17908309
Amount due to a related company R —FEERAHE Note 1 fi&#1 335,719 561,546 24,481,289 203,268 581,076 397906 26,560,804 24,004,544
Unsecured bank borrowing BERBOEE Note 3 fét3 6,000,000 - - - - - 6,000,000 6,000,000
24,244,028 98,549,873 24,481,289 203,268 581,076 397,906 148,457,440 145,901,180
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43.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Liquidity risk (Continued)
Liguidity tables (Continued)

Notes:

) The amount due to a related company carried at interest rate
ranging from 12% to 30% per annum.

(2) The secured bank borrowings carry at HIBOR plus 1.85% to
2.5% per annum.

(3) The unsecured bank borrowing carries at HIBOR plus 1.5% per
annum.

Bank borrowings with a repayment on demand clause as at 31
December 2016 and 2015 are included in the “on demand”
time band in the above maturity analysis. The carrying amount
of the bank borrowing amounted to HK$61,343,200 (2015:
HK$6,000,000) as at 31 December 2016. Taking into account
the Group’s financial position and assets pledged for the
borrowings, the directors of the Company do not believe that
it is probable that the financial institutions would exercise
their discretionary rights to demand immediate payment. As
at 31 December 2016, the directors of the Company believed
that such borrowings will be repaid in accordance with the
scheduled repayment dates set out in the loan agreements.
The aggregate principal and interest cash outflows amounted
to HK$64,031,980 (2015: HK$6,051,250) as at 31 December
2016. The repayment schedule based on the scheduled
repayment dates is set out below:
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HitE -

(1) N —KEE LR RIFIRRN F12%
E30%ZFMKEE -

(2) BRFRTEEREBRTAE
B IN1.85%F2.5% 2 F F K5t
B

(3) ERBRTEBEREBRITAER
BN .5% 2 FF =GB -

BE_Z—RNEF_ZT—1F
+ A=+ —BHIEHHREKE
ERRZRITEERE L 32 5
AP ATZRENXR] 2KEME
HEAN-BHE_T—F+_H
=+t—HLE ROEENEDY
561,343,200 L (ZE—HF:
6,000,000/8 7T) - EEEI A& B
ZHBRARREEER &
EARNRIEERGE UBEEET
ATRET TR BN 1B AE Z KB 3K o
HEe_ZT—R"F+-_A=+—H
W ARAESHE ZZTEE
BIREERBEMATBECERNA
HEgE - HE_T— X F+-A
=+t—HIE A EkFERER
48 %8 564,031,980 L (=&
— R4 6,051,250/ 70) - iR#ETE
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BE _FE—NF+_HA=1—HIFEF

43. FINANCIAL INSTRUMENTS (Continued) 43. €T H (&)
Financial risk management objectives and policies EEREEEERBE
(Continued) (#&)
Liquidity risk (Continued) HEELEE (&)
Liquidity tables (Continued) B EZH (&)
2016 2015
—E-AE —T-hF
HK$ HK$
BT BT
Within one year —FR 37,257,465 6,051,250
Over one year but less than two years i —FE DT 1,956,746 -
Over two years but less than five years FBiBMFEE DR AT 5,689,422 =
Over five years i@ 19,128,347 -
64,031,980 6,051,250
Fair value measurements of financial instruments ERMIAEZAFEE
This note provides information about how the Group WA TR AR E B A Bz & 18
determines fair values of various financial assets. TRMEEATECER-
Fair value of the Group’s financial assets that are FEFEBEESMEER I\ F
measured at fair value on a recurring basis BifEZLMEEZ LFE
Some of the Group's financial assets are measured at fair value AEBEHL o REENRS TS H
at the end of each reporting period. The following table gives RKIENEEHAEZE TRIEEEE
information about how the fair values of these financial assets THZEeMEENTFERECE
are determined (in particular, the valuation technique(s) and B E =TS E R R A E
inputs used). &)
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BE_F—AEf A= —AIEE
43. FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments
(Continued)

Fair value of the Group’s financial assets that
are measured at fair value on a recurring basis

43. TRI A (&)
EMIRZAVEE (F)

FEERFBEETMEER LT
BilBzE2MEEZ L FE

(Continued) (4&)
Fair value Valuation technique(s)
Financial assets Fair value as at hierarchy and key input(s)
TREE RUTEEZAFLE AFEFEE GERTREEHAZE
2016 2015
—E-RE —T-RF
HK$ HK$
BT BT
Held-for-trading investments 132,247,356 45,089,662 Level 1 Quoted bid prices in an active
market
HIEEERE 132,247,356 45,089,662 F—E ERMS L2 BEARE
Available-for-sale investments 3,403,700 3,403,700 Level 2 Quoted bid prices in secondary
Club membership market
AfthEREemeEsE 3,403,700 3,403,700 £ ZRMSEZEARE
Available-for-sale investments in 14,142,889 15,044,294 Level 3 Adjusted net asset value of Ying
equity securities established in Wah as at 31 December 2016
the PRC measured at fair value (note i)
RAPBKIEATENEZ 14,142,889 15,044,294 F£=JE RERWERBE T F1+=

BAZEFTOIHLERE
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HE-F-AF+-A=+—ALFE
43. FINANCIAL INSTRUMENTS (Continued) 43. €@ TR (&)

THMITAZAVEFE (&)

Fair value measurements of financial instruments
(Continued)

FEEZIRAEE B IER L
BilBz2MEEZ L FE

Fair value of the Group’s financial assets that
are measured at fair value on a recurring basis

(Continued) (#&)

Fair value Valuation technique(s)

Financial assets Fair value as at hierarchy and key input(s)

TREE RUTEEZLATE AFERE GERTREZERAEE

2016 2015
—E-RF —T-hfF
HK$ HK$
BT BT
Derivative financial instrument 10,416,328 10,369,795 Level 3 Black-scholes option pricing
model (note ii)
TESBTIA 10,416,328 10,369,795 £=[ SHAETEEEN
(Hitii)

Notes: Bt -

(i) The key inputs of valuation of available-for-sale investments (i) BRAFEFENAHRDEREME
at fair value included (a) fair value of properties under FHEFERABBEBEQFERE
development for sale (which is based on residual approach FYENRTE (ERNFEATSE
with key inputs of market prices with expected profit margin BIEEZ8 ABURNFIE  BH
of 6% and discount rate of 10%) net of deferred income for R B6% RITEE R10% )R
pre-sale of properties and (b) marketability discount of 10%. TEEWMENRLTIA  Kb) 10%

B35 B AT R o
Except for the fair value of properties under development for REFEERTMENQTEIN B
sale, the fair value of the other assets and liabilities (except the TE-RFTZA=T—BZHB
deferred income for pre-sale of properties) of Ying Wah in the AT SRR A S EE 5 3 B HL qth B B %
statement of financial position as at 31 December 2016 are BENATE (FBEMEMELTR
approximately to their carrying values. ABRON) BB E 2 N TEME

(i) The key input in the Black-Scholes model are disclosed in note (i) EHAETEEXNZEH AR

19.

There were no transfers between Level 1 and 2 during the

year.

R 199 55

WRERE £ BRE-EHLA
WERER -
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BE-F-—AF+-A=+—ALFE
43. FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments
(Continued)

Reconciliation of Level 3 fair value measurements
of financial liabilities

43. TRI A (&)

THMITAZAVEFE (&)

SHEEE=FAFENEZ
ik

Available- Derivative
for-sale financial
financial assets instrument

AHHE
TREE fTESRMIA
HK$ HK$
BT BT

At 1 January 2015 (note) R-—ZT—R&—A—H

(Ki3t) - Z
Transfer (1 ¥ 16,307,559 6,268,198
Unrealised gain in profit or loss Bz P AREIR K= = 4,101,597
Exchange difference [EH =58 (1,263,265) =
At 31 December 2015 RZE—RF+=-A=+—H 15,044,294 10,369,795
Unrealised gain in profit or loss B R EIH NS = 752,339
Exchange difference fEH =58 (901,405) (705,806)
At 31 December 2016 RZE-RFE+ZA=+—H 14,142,889 10,416,328

Note: Available-for-sale investments and derivative financial
instrument are stated at cost less impairment as at 31
December 2014.

Fair value of the Group'’s financial assets and
financial liabilities that are not measured at fair
value on a recurring basis

The directors of the Company estimate the fair value of its
financial assets and financial liabilities measured at amortised
cost using the discounted cash flows analysis.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated statement of financial
position approximate their fair values.
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HE-F-—AF+ A=+ —AUFE
43. FINANCIAL INSTRUMENTS (Continued)

44.

45,

Fair value measurements of financial instruments
(Continued)

Fair value measurement and valuation process

The financial controller 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 1 inputs are not available, the Group engaged
third party qualified valuers to perform the valuation. The
financial controller 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.

NON-CASH TRANSACTION

The Group entered into finance lease arrangement in respect
of motor vehicle of HK$712,100 for the year ended 31
December 2016 (2015: nil).

EVENT AFTER THE REPORTING PERIOD

On 17 March 2017, the Group, the Committee and the PRC
local government entered into the compensation agreement
(#1813 ) and the state-owned land swap agreement (
AL E#I%) pursuant to which the Committee agreed
to pay the compensationary payment to the Group with an
amount of RMB45,009,700 together with land use rights
located in Qingyuan in exchange of the deposits for land use
rights, certain construction in progress properties and certain
land use rights held by the Group. Details of which is disclosed
in the announcement of the Company dated 17 March 2017.
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Notes to the Consolidated Financial Statements

e R R M

For the year ended 31 December 2016
B E—NFf A= —HIFFEE

46. IMPAIRMENT ASSESSMENT ON PROPERTY, 46. V)% BE KRR B2 BERT
PLANT AND EQUIPMENT i
As stated in note 14, due to the Group's recurring loss resulted AN KT R 4P - AR AR & E ]
in manufacturing and sale of printing products segment, MIEGSELEREEDEHERLSE
the directors of the Company also conducted an impairment MEE NABREFINMBIEERE
assessment of the Group's assets based on value in use BitE A E2EANEB 2 EEETT
calculation. BT o
There are two separated CGUs in the manufacturing and sale MRlERREENEEDILEESM
of printing products segment, Factory A and Factory B. Factory BB RESESLEMN DRlAT
A is responsible for the manufacturing and sale of printing MAKNK THB - TMABR T B &
products to the customers located in Hong Kong or overseas EESEINE P RE N A RS
customers and Factory B is responsible for manufacturing and EMRES MIMKBEAE AT
sale of printing products to the customers located in the PRC. ZEERLERMEEHEENRE
lél:llil o
During the year ended 31 December 2015, Factory B recorded HE-_FT-—hAF&+=-H=1+—H
a recurring net operating cash inflow from its operation and IFEE ITHBE HEERHEL
management considered that there is no impairment indication BHKERSTATER SIEER
on the assets allocated to this CGU. B oRENREELEEUCEE
I BORE TR
Due to the recurring loss resulted in Factory A, an impairment AR IHRALIR& S EE Bt
assessment was performed on Factory A. The property, TRAEITRER G W BHE
plant and equipment and prepaid lease payments have been REELBNEEREE SRR
allocated to Factory A. Details are set as follows: TA-FIBT:
Before After
impairment Impairment impairment
AR A HER
HK$ HK$ HK$
BT BT BT
As at 31 December 2015 BHE-ZT—A1F
+ZA=+—HI1
Property, plant and equipment L ER S
- Buildings —EF 88,987,973 - 88,987,973
— Machinery and equipment — R 9,156,985 (9,156,985) -
Prepaid lease payments BHAEFE 2,631,247 - 2,631,247
Total assets allocated to CGU DEEREELEEM 2
BWEE 100,776,205 (9,156,985) 91,619,220
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Notes to the Consolidated Financial Statements

e

B ISR R Y

For the year ended 31 December 2016

BE_F—NFFT_HA=+—HIFE
46. IMPAIRMENT ASSESSMENT ON PROPERTY,

PLANT AND EQUIPMENT (Continued)

For impairment assessment on Factory A, the recoverable
amount of the CGU has been determined based on value
in use calculation as there is no basis for making a reliable
estimate of the price at which an orderly transaction to sell
the assets would take place under current market conditions.
The calculation uses cash flow projections based on financial
budgets approved by management covering 5-years period, nil
growth rate and discount rate of 15%. The cash flow beyond
the 5-years period are extrapolated with nil growth rate.
The growth rate is based on budgeted growth rate, which
is determined by management’s expectations for the market
development, and does not exceed the average long-term
growth rate for the printing industry. Other key assumption
of the value in use calculation is based on the budgeted
cash inflow/outflows which include budgeted sales and gross
margin on respective products from the CGU, such estimations
are based on the past performance.

At the same time, the recoverable amounts of the buildings
and prepaid lease payments 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, RHL 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 and prepaid lease
payments are categorised as Level 3 fair value hierarchy as at
31 December 2015. There is no impairment on buildings and
prepaid lease payments recognised during the year ended 31
December 2015.

46.
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Notes to the Consolidated Financial Statements

e R R M

For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

46.

47.

IMPAIRMENT ASSESSMENT ON PROPERTY, 46. V)% BE KRR B2 BERT
PLANT AND EQUIPMENT (Continued) 14 (8)
During the year ended 31 December 2015, impairment loss REBEE-_ZE—RAF+_A=+—
of the CGU amounting to HK$9,156,985 is charged to profit BIEFE BRREEESEN A
or loss as the recoverable amount of the CGU is lower than WEeEENERDE ERNER
carrying amount of the CGU. The recoverable amount of NI EEEM 2 BERIE
buildings and prepaid lease payments, and machinery and 9,156,985 L - MBI ZE T —H
equipment are HK$191,380,000 and nil respectively as at F+-HA=+—H1 - EFKAEM
31 December 2015. As the recoverable amount (determined HERBERHE NEE 2T WE
based on fair value less costs of disposal) of buildings and £ %5 514191,380,0008 T T
prepaid lease payments is higher than the carrying amounts, T HREFRBNHEERIE 2T
the impairment loss is then allocated to machinery and WEl £ 5 (REAFERLDEKA
equipment. MET) s RNEREE ' BURES
BBz OBERE RE®E-
PARTICULARS OF PRINCIPAL SUBSIDIARIES 47. FEMB AR ZFH1E
Particulars of the principal subsidiaries of the Company at 31 KRB EEWRBRATR_ZE—
December 2016 and 31 December 2015 are as follows: F+_A=+—HRZZE—EF
+—A=+—B2Z2#BWOT:
Effective percentage
Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiaries registration share capital by the Company Principal activities
ARRFBCRT
HRARL/ EfERT/ BA/EREX
WEARER St R ERAEDH TEER
2016 2015
“E-RE —T-1F%
% %
Chung Tai Printing Holdings Limited BVI HK$10,000 ordinary 100 100 Investment holding
RERTHE 10,0008 L& @K REER
Chung Tai Printing Company Limited Hong Kong HK$1,000 ordinary 100 100 Investment holding
HARIRIBRAR B HK$500,000 deferred REER
non-voting
1,000/ 7T &
500,000/ 7T
BRFRELR
The Greatime Printing (Shenzhen) The PRC HK$12,000,000 100 100 Deregistered
Co., Ltd. (note 1) # registered capital B
HERER CRINBRAA (1) 12,000,000 ¢
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e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

47. PARTICULARS OF PRINCIPAL SUBSIDIARIES 47. FEMBARIZFHIF
(Continued) (#&)

Effective percentage

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiaries registration share capital by the Company Principal activities
KARMECRT
EMAL/ BéCRT/ B&/EMHEE
WEARAMR A i R A BEREOL TEXH
2016 2015
Z2-Af _T-1F
% %
hRENR (BR) BRAT The PRC HK$72,000,000 100 100 Inactive
(note 1) (H##1) H registered capital BEERK
72,000,000 7
HMER
TERER OBE)BRAR The PRC HK$10,000,000 100 100 Inactive
(note 1) (#i3£1) H registered capital BmEK
10,000,000/ 7T
AMEX
RYEEBRRHARAR The PRC RMB1,000,000 100 100 Testing of printing
(note 1) (H13t1) s registered capital products
AR #1,000,0007 ERl sl
BallEv
BHDR (FY)BRAF The PRC HK$30,000,000 100 100 Label and paper
(note 1) (H1it1) = registered capital products printing
30,000,000/ 7T BRER AR m R
Chung Tai Printing (China) Company Hong Kong HK$1,000 ordinary 100 100 Trading of label,
Limited B HK$10,000 deferred packaging and
RARHR (RE)BRAF non-voting paper products and
1,000/ 7T & Ak printing products
10,000 7T EERE BEM
BRFRELR HERAENRIR
mERAHR CRINBRAE The PRC HK$98,000,000 100 100 Label, packaging and
(note 1) (H13t1) s registered capital paper products
98,000,000 7T printing
BalliEv R% BER
HERED I
Delight Source Limited Hong Kong HK$200,000 ordinary 100 100 Trading of printing
SHERRR B 200,0007%5 70 & @ % products

BEHREm
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

47.

Neway Group Holdings Limited F 2 £ Mz R G R D 7

PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

(%)

Effective percentage

47. FEMBLARZHE

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiaries registration share capital by the Company Principal activities
EARMRERT
EEL BaERT/ BA/EREE
WEARAMR Balinch EfRE BERED TEXH
2016 2015
“®-AF _T-1F
% %
Profit Link Investment Limited Hong Kong HK$100 ordinary 100 100  Property investment
RARBEEERBRAA Ei&  HK$2 deferred non-voting ES
1008 T & BR
2B
BRERERR
New Box Mini Storage Limited Hong Kong HK$100 ordinary 100 100 Provision of mini
HRRIFEBR AT B HK$2 deferred non-voting storage services
1008 T ERR RELRITE B R
2B
BRERERR
Fruitful Global (Asia) Limited Hong Kong HK$10,000 ordinary 100 100 Inactive
SERR (TN BRAR B 10,0008 7T & & A TEXH
Star Entertainment (Universe) Limited Hong Kong HK$1 Ordinary 100 100 Provision of artistes
EREZ (RF)BRAR BE BT E B management and
music licensing
services and sales of
music albums
REBAERR
BREFFRBR
HESLIER
Neway Star Limited Hong Kong HK$10,000 Ordinary 100 100 Provision of music
THEREIMBRAR B 10,0007 7T & i@k licensing services,
sales of music
albums and
investment holding
RIS LR RS
HESLEAR
REER
Neway Star Pictures Limited Hong Kong HK$10,000 Ordinary 100 100 Inactive
MERTEREARAR Bk 10,000/ 7T & % TEXH
Neway Star Music Limited Hong Kong HK$10,000 Ordinary 100 100 Inactive
MERSLBERRAR Bk 10,0008 0 & B TEXH
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e MR R M

For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

47. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

(%)

Effective percentage

47. FEMBLARZHE

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiaries registration share capital by the Company Principal activities
EARMRERT
AL BaERT/ BAE/EMEE
WEARAMR Balisch EfRE BERED TEXH
2016 2015
Z2-Af _T-1F
% %
Neway Star Artiste Hong Kong HK10,000 Ordinary 100 100 Provision of artistes
Management Limited BE 10,0007 7T & i@k management
TRRESERERAR services
REEAERRE
Showtimes (Asia) Limited Hong Kong HK$1 ordinary 100 100 Organisation of shows
BERR (TN BRAT BA VBT E B and concerts
BMREREES
Troupe Magnesium Hong Kong Hong Kong HK$10,000 ordinary 65 65  Inactive
Limited Bk 10,0004 T & @K% EmER
BEREGEHERAA
Kingbay Investments Limited Hong Kong HK$1 ordinary 100 100 Securities trading
AAREBRRA Bk VBT ERR EEES
Fruitful Global Co., Limited Hong Kong HK$1 ordinary 100 100 Trading of printing
EEEBEBRAR BE TATLER products
EE IRl &@
Grand Prospects Finance Hong Kong HK$100,000 ordinary 100 100 Money lending
International Limited BA 100,000 L E AR WE
ERUBERERRA
Supreme Cycle Inc. BVI US$1 ordinary 100 - Property investment
EBRAES 1ETEBR NERE
A EERRERRARAA The PRC RMB10,000,000 100 100 Inactive
(note 2) (#:32) R registered capital BEEK
AR 10,000,000
TP EEERERERRAR The PRC US$20,000,000 100 100 Financial leasing
(note 1) (H13Z1) i registered capital BERE
20,000,000% 7T

# The subsidiary was acquired during the year ended 31 December 2016.
P AN BAARBESENET A AN
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

47. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

(%)

Effective percentage

47. FEMBLARZHE

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiaries registration share capital by the Company Principal activities
EARMRERT
EMAL/ BaERT/ BA/EREE
WEARAMR Balinch EfRE BERED TEXH
2016 2015
“E-xE —T-1%
% %
R 2R (hote 2) (Hi22) The PRC RMB2,000,000 100 100 Investment holding
i registered capital RERKR
AR #2,000,0007
HMEX
REEME (note 2) (H17#2) The PRC RMB2,000,000 60 60  Property development
i registered capital NEER
AR #2,000,0007
AMER
HEZBRESENA (R BRAF The PRC RMB1,000,000 100 100 Investment holding
(note 1) (Hi3£1) i registered capital REER
AEK1,000,0007
AMER
Takara Global Development Limited Hong Kong HK$1 ordinary 100 100 Gaming
BARRERBRAA Bk BT EER B
REEARE (RN BRAR The PRC HK$5,000,000 100 100 Design, research
(Note 1) (Hiz#1) H registered capital and development
5,000,000/ 7T of multi-media
HMER technology
£y BUEEEE
BN
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For the year ended 31 December 2016

HE-F-AF+=A=+—AUFE
47. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

Notes:

) These subsidiaries are wholly foreign owned enterprise in the
PRC.

(2) These subsidiaries are domestic-invested enterprise established
in the PRC.

The operations of all subsidiaries are carried out principally in
Hong Kong and the PRC.

With the exception of Chung Tai Printing Holdings Limited,
Brilliant Wise International Limited, Gain Capital International
Limited, Smart Max International Limited, Dream Class Limited,
We-do-best Limited and Galaxy Way Enterprise Limited which
are directly owned by the Company, all other subsidiaries are
indirectly owned by the Company.

The above table only includes those subsidiaries which, in
the opinion of the directors of the Company, principally
affected the results of the Group for the year or formed a
substantial portion of the net assets of the Group. To give
details of all subsidiaries would, in the opinion of the directors
of the Company, result in particulars of excessive length. The
deferred non-voting shares, which are not held by the Group,
practically carry no rights to dividends nor to receive notice of
nor to attend or vote at any general meeting of the relevant
companies or to participate in any distribution on winding up.

None of the subsidiaries had any debt securities outstanding at
the end of the year or at any time during the year.

47.

FTEMBRAZFE
(&)
At

(1) ZEMBARTFREZIIEBED
EX

Q)  ZEWBRADRFERLZNE
PE-

FENBARIZEBIENER
KRBT

BxChung Tai Printing Holdings
Limited Brilliant Wise
International Limited~ Gain Capital
International Limited * Smart Max
International Limited:Dream Class
Limited, We-do-best Limited &
Galaxy Way Enterprise Limitedf
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

47. PARTICULARS OF PRINCIPAL SUBSIDIARIES 47. FEMBLARZHE
(Continued) (#&)
The table below shows details of non-wholly-owned TRABATRNERHEAIELEIRERS
subsidiaries of the Group that have non-controlling interests: ZIEEEMRBATEEGE:
Place of Proportion of
establishment ownership interests
and principal and voting rights held by Loss allocated to Accumulated non-
Name of subsidiaries place of business non-controlling interests ~ non-controlling interests controlling interests
RIBER FEREREHF
) NGRS TREXLY BREEERREECLS /SREFEREZCER R FERER
2016 2015 2016 2015 2016 2015
B-A"F “F-hf Z%B-xf —T-1F Z=B-R"E —ZT-nf
HK$ HK$ HK$ HK$
BT BT BT BT
FIEEME PRC 40% 40% (197,507) (281,587)  (2,093,991) (943,204)
FIEEHE H
Individually immaterial subsidiaries (4,629) - (446,331) (441,702)

with non-controlling interests

BEFERERZERNTER

HEBRF
(202,136) (281,587)  (2,540,322)  (1,384,906)
Summarised financial information for the year ended REBHEAEE N FFIEREZSZ M
31 December 2016 and 2015 in respect of the Group's BEAFHE-_ZE—NREFE_E
subsidiaries that has material non-controlling interests is —hEFE+-_A=1+—RHItEFEEZ
set out below. The summarised financial information below BRI EEHT T o LAT 1%
represents amounts before intragroup eliminations. EREBERREAEHER AN A HE
WiER < £88o
o hEE N E

2016 2015

—B-AE i

HK$ HK$

BT BT

Non-current assets IEREEE 9,198 9,838

Current assets mEEE 39,845,180 42,515,712

Current liabilities mE AR (50,428,263) (50,222,467)

Total equity BT (10,573,885) (7,696,917)
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

47. PARTICULARS OF PRINCIPAL SUBSIDIARIES

47. FEMBLARZHE

(Continued) (#&)
H & & it Z (Continued) FERHE (&)
2016 2015
—E—RF —E—hF
HK$ HK$
BT BT
Expenses 53 (493,768) (703,968)
Loss for the year REEE (493,768) (703,968)
Other comprehensive expense NEHMEERE
for the year (2,383,200) (2,159,385)
Total comprehensive expense AE2ERTBE
for the year (2,876,968) (2,863,353)
Loss for the year attributable to T ATEAAREEE
— the owners of the Company —AREHEBA (296,261) (422,381)
— non-controlling interests of — AR aE TR RS
the Company (197,507) (281,587)
Loss for the year REEE (493,768) (703,968)
Other comprehensive expense AT AT EEARSE
for the year attributable to HEM2EMAX
— the owners of the Company —ARREHEBA (1,429,920) (1,295,631)
— non-controlling interests of the —ARNRAIIEERE RS
Company (953,280) (863,754)
Other comprehensive expense RNEHM 2 H
for the year > (2,383,200) (2,159,385)
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For the year ended 31 December 2016
BE—F—NF+-_A=1+—HIFEF

47. PARTICULARS OF PRINCIPAL SUBSIDIARIES 47. FEMBARIZFHIF
(Continued) (#&)
H & & it Z (Continued) FERME (&)
2016 2015
—E-AE —T-hfF
HK$ HK$
BT BT
Total comprehensive expense AT AL REfh B WS LA KR
for the year since acquisition REZHEFZBEE
attributable to
— the owners of the Company VNI F =N (1,726,181) (1,718,012)
— non-controlling interests of the — AR aE FEIE RS
Company (1,150,787) (1,145,341)
Total comprehensive expense AE2ERITBE
for the year (2,876,968) (2,863,353)
Net cash outflow from operating KEXEBR®
activities i 2 (638,578) (773,966)
Net cash inflow from financing BEEHRS
activities AN 588,852 292,495
Net cash outflow RemHFE (49,726) (481,471)
Dividend paid to non-controlling BB EHE
shareholder of #5 F i & FEERR IR R AR B - -
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For the year ended 31 December 2016
BE _FE—NF+_HA=1—HIFEF

48. STATEMENT OF FINANCIAL POSITION OF THE NN B B AR R 3R
COMPANY
2016 2015
—E-RE —E—hF
HK$ HK$
BT BT
Assets BE
Non-current assets kRBEE
Investments in subsidiaries RHB AR Z&RE 42,671,967 42,671,959
Loans to joint ventures BMTELERAIZER 2,191,888 7,460,228
Amounts due from subsidiaries NI E /L 745,200,378 680,184,547
790,064,233 730,316,734
Current assets RBEE
Other receivables, deposits and E g W SRIE
prepayments e RIBNRIAE 1,018,300 849,424
Bank balances and cash IRITEHR MRS 25,415,784 72,656,828
26,434,084 73,506,252
Liabilities =N
Current liabilities RBEE
Other payables and H fth & < 5RIE
accrued charges JEETE R 990,984 930,154
Amounts due to subsidiaries FEAST B B 2 R FIE 39,108,556 38,522,690
40,099,540 39,452,844
Net current (liabilities) assets e (BE)EEFE (13,665,456) 34,053,408
Total assets less total liabilities MEEREEE 776,398,777 764,370,142
Capital and reserves EXREE
Share capital &% 2 2,536,395 105,684,728
Reserves (note) & (Hat) 773,862,382 658,685,414
Total equity EREE 776,398,777 764,370,142
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For the year ended 31 December 2016
B E—NFf A= —HIFFEE

48. STATEMENT OF FINANCIAL POSITION OF THE

48. RARFHMRAE (F)

COMPANY (Continued)
Note: /}/715} B
Reserves e
Capital
Share  redemption  Contributed Reorganisation Retained
premium reserve surplus reserve earnings Total
REE EXEERE E4EH BARE REER EH
HKS HK$ HK$ HK$ HK$ HK$
BT BT B BT BT B
At 1 January 2015 R-E-HE—A—H 257,973,169 62,400 - 19,782,427 300,461,848 578,279,844
Loss for the year KEBR - - = - (11,523526)  (11,523,526)
Issue of new shares L) 95,114,960 = = = = 95,114,960
Transaction costs attributable to BORROEERSKA
issue of new shares (3,185,864) - - - - (3,185,864)
At 31 December 2015 RZZ-H%
+-R=+-H° 349,902,265 62,400 - 19,782,427 288,938,322 658,685,414
Loss for the year TEEE - - = = (7,440927)  (7,440,927)
Effect of capital reduction RAHIR 222
(note 35) (H15#35) - - 103,571,033 - - 103,571,033
Issue of new shares BITHRI 19,444,200 - - - - 19,444,200
Transaction costs attributable to BOHROEER ZNA
issue of new shares (397,338) - - - - (397,338)
At 31 December 2016 RIZ-R%
+ZA=1+-H 368,949,127 62,400 103,571,033 19,782,427 281,497,395 773,862,382

Neway Group Holdings Limited F 2 £ Mz R G R D 7

Annual Report 2016 F



Principal Properties

AT 31 DECEMBER 2016
R-ZF—NFFTZA=4+—H

A. INVESTMENT PROPERTIES REYE
Group’s effective  Approximate
interest in gross Category of
Location the properties floor area Usage lease
KEBRYEF BHREEE
b B ZEBRER HE AR HAER
(sq. m)
(FHK)
Lot. No. 5378 IN D.D.51, 100% 4,859 Industrial Medium-term
G/F-2/F, 4/F, Chung Tai Printing T% lease
Group Building R AR 4V
No. 11 Yip Cheong Street,
On Lok Tsuen, Fanling,
New Territories, Hong Kong
ERFANBLENRGEIR
hRERIEERELELN D515
#b BY53785% ~ 1 T 2218 K 41g
Units 21, 22, 23, 41 and 77 of 100% 1,063.82  Commercial Medium-term
1/F and the whole of 3/F, [HES lease
Hop Yick Commercial Centre (Phase I), HRARFE £V
No. 33 Hop Choi Street, Yuen Long,
New Territories, Hong Kong
BB R ITIAE B T335%
EmmERL (—H)—82z21-22
3 - NRITHRBEUR=BEE
B. PROPERTIES UNDER DEVELOPMENT FOR STEREDRY=E
SALE
Group’s effective
interest in  Approximate Category of
Location the properties site area  Usage lease
KEBRYEF
b B 2ERER BANEEE RR HAER
(sq. m)
(FHK)
Two parcels of lands designated 60% 3,406.67 Commercial and Medium-term

as No. B19001-1*1 and

No. B19001-2*1 of Villagers
Committee of Lian Tang Village,

Dong Cheng Sub-district Office,
Qingcheng District, Qingyuan City,

the PRC
TEBENERERBEANER
ERNREZE8GZMIE L LR
S£B19001-1*15% & 55B19001-2*155% )

Residential lease

BEREE REIHEL
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Financial Summary

PEHME

RESULTS E
For the year ended
For the year ended 31 March 142014 31 December
BE=A=1+—-HLEE to BEt-A=+-BHLEE
2012 2013 2014 31.12.2014 2015 2016
—E—mF
HA—BZE
—E-F
% = —Z-NF tZA=t-H ZT-RF ZEB-XKF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FHET FET TERT
Revenue W= 660,687 643,749 613,269 419,513 521,256 562,911
(Loss) profit before taxation Br7: Al (E518) & 7 (54,862) 3,463 (20,531) (79,577) (68,269) 86,724
Taxation BiR (1,253) (1,810) (1,219) 734 726 (12,720)
(Loss) profit for the KRE /R
year/period (E518) %7 (56,115) 1,653 (21,750) (78,843) (67,543) 74,004
Attributable to: AT AT :
Owners of the Company ~ AAGEAR A (55,938) 1,672 (21,016) (78,637) (67,262) 74,206
Non-controlling interests ~ JE¥ERRAE % (177) (19) (734) (206) (281) (202)
(56,115) 1,653 (21,750) (78,843) (67,543) 74,004
ASSETS AND LIABILITIES EENEE
As at 31 March As at 31 December
BE=ZHA=+-HL BE+=-B=t—HL
2012 2013 2014 2014 2015 2016
—Z-——F —ET-=f —T-QmOF —T-MOF —T-1F ZB-RF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET TERT
Total assets BEMBE 883,671 881,998 897,928 940,561 1,004,702 1,116,246
Total liabilities BERE (97,428) (87,837) (125,160) (119,165) (157,626) (202,412)
Total equity R EE 786,243 794,161 772,768 821,396 847,076 913,834
Equity attributable to RARHEBA
owners of the Company  JE{4 25 786,420 794,357 772,880 821,636 848,461 916,374
Non-controlling interests ~ FEFE R (177) (196) (112) (240) (1,385) (2,540)
786,243 794,161 772,768 821,396 847,076 913,834
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