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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”)
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE”)

GEM has been positioned as a market designed to accommodate
companies to which a higher investment risk may be attached than
other companies listed on the Stock Exchange. Prospective investors
should be aware of the potential risks of investing in such companies
and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of
GEM mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a

risk that securities traded on GEM may be more susceptible to high
market volatility than securities traded on the main board of the Stock
Exchange and no assurance is given that there will be a liquid market
in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no
responsibility for the contents of this report, make no representation as to its
accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this report.

This report, for which the directors (the "Directors”) of Viva China Holdings Limited
(the “Company” or "Viva China”, which together with its subsidiaries, the “Group”)
collectively and individually accept full responsibility, includes particulars given

in compliance with the Rules Governing the Listing of Securities on GEM (“GEM
Listing Rules”) for the purpose of giving information with regard to the Company.
The Directors, having made all reasonable enquiries, confirm that to the best of
their knowledge and belief the information contained in this report is accurate and
complete in all material respects and not misleading or deceptive and there are
no other matters the omission of which would make any statement herein or this
report misleading.
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SHARE REGISTRARS AND TRANSFER OFFICES

Cayman Islands

Royal Bank of Canada Trust Company (Cayman) Limited
4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

Hong Kong

Tricor Secretaries Limited
Level 22

Hopewell Centre

183 Queen’s Road East
Hong Kong

WEBSITE

www.vivachina.hk

STOCK CODE
8032

CORPORATE INFORMATION
NG

ROBFETE
HERS

Royal Bank of Canada Trust Company (Cayman) Limited
4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

5%
BEWEFRBERAA
BB

ERERBER183%

& e

2018

48 vk

www.vivachina.hk

R 43 X 5%
8032

ANNUAL REPORT 2016 F ¥R

5



CHAIRMAN'S STATEMENT
TE;wS

Deac Shareholders,
BUSINESS REVIEW

2016 saw various countries embracing a new
political landscape, amidst changeable global
politics and economy. Political uncertainties
destabilised the international economy, with a
multitude of challenges arising for politics and
business. As the Chinese economy entered into
a "New Normal”, the central government has
rolled out multiple policies during the year to
attain steady growth and to adapt to and steer
economic transformation. Despite the complex
macroeconomic picture, the Group managed
to overcome its difficulties. Benefiting from

a positive momentum in the Chinese sports
industry, we actively developed our business
network and steadily pushed forward our
business development during the reporting
period.

6 VIVA CHINA HOLDINGS LIMITED FENPERZRRBR AT
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CHAIRMAN'S STATEMENT
FTRHRS

20716 was a year of expansion and fast growth for the Chinese sports industry.
The state authorities launched a series of favorable policies and plans to help
develop the sports industry, escalating sports and people’s health to become a
national strategy, and leading the sports industry in its structural reform, all in

a bid to incorporate the concepts of nationwide physical fitness and health into
Chinese people’s life in an all-round manner. Moreover, the Group seized golden
opportunities to largely expand its business network, particularly to accelerate the
community development business in 2016. In this respect, the Group engaged
in extensive negotiations and investments in the sports community and related
projects, with efforts to develop its sports business in diversified approaches.

“E-RFERTEBEEXMMRE  RE
REN—F BEERR T Frifel
BEEFHRMESEEL — R F4F BEEA
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B BzRERBELERIEMIARNERMN
B’A YHRAEFEBZ IV AHR-

I am pleased to report to the Shareholders that the Group achieved substantial
growth in its financial results in 2016. During the reporting period, consolidated
revenue surged more than 2.7 times year-on-year to HK$552.2 million; gross
profit rose more than 3.7 times year-on-year to HK$120.8 million; and net profit
attributable to equity shareholders amounted to HK$103.6 million, representing a
significant turnaround compared with last year.

Community Development Business

The Plan of Healthy China 2030 prioritises people’s health among the PRC'’s
national development strategies, and targets to have the occupancy of sporting
facilities per capita area in the PRC to reach no less than 2.3 square meters
by 2030 from 1.57 square meters in 2015. As such, the Group has further
promoted its community development business by expanding its strategic plan
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CHAIRMAN'S STATEMENT
TRE|S

since 2016. Meanwhile, by cooperating with our business partners, we leveraged AEEBHBRE - ERAEER T —X

our existing experience and resources in sports and community development FE—THECREREBNEZNS &K
business to push forward the investment in, development and operation of Li Ning ~ ffIER&{EBEET  FRARMAESHESNE
Sports Parks and sports community development projects, while extending to BERMABRERECRINERHMERE M-

relevant upstream and downstream business and networks as an integral part of KETERERLKBAMRERIAL WM
the Group’s further build-out of our community development business in 2016. R iE R = AE R £ T b 7% I A0 4% -

ANNUAL REPORT 2016 F ¥R 9



10

CHAIRMAN'S STATEMENT
TR\ S

Benefiting from the state’s preferential policies on sports industry development
and the local governments' support of its sports community projects, the Group
and its business partners are confident in the mid- to long-term development

of the sports industry in the PRC and our community development business.

In December 2016, the Group issued convertible notes in an amount of

HK$778 million to an indirect wholly-owned subsidiary of China Huarong Asset
Management Co., Ltd., and intended to jointly set up a sports industry fund with
Huarong Real Estate Co., Ltd, its related onshore entity, to invest in sports and
cultural industry projects in the PRC. The cooperation was a milestone of strategic
importance to the Group in its expansion of the community development business.
We expect that the sports industry fund will enhance our investment and financing
capacity, and facilitate our investment in and implementation of sports community
projects that align with our business strategies in the PRC. The fund will also
benefit both parties in seizing opportunities brought by the booming sports
industry and preferential national policies, hence realise win-win cooperation. In
addition to investing in and running Li Ning Sports Parks and potential community
development projects in the PRC, the Group also optimised different business
cooperation and investment according to the needs of business development

and local conditions. Since the first half of 2016, the Group has diversified its
business in the fields related to sports community development under the business
model of “Sports + Communities”, in a bid to enhance its capability as an urban
supporting service provider.

During the reporting period, we were in continuous
discussion with local governments and business
partners to plan the construction of Li Ning Sports
Parks and related sports community projects in
major Chinese cities such as Beijing, Shanghai, Guangzhou, Shenzhen, Hangzhou,
Nanjing, Nantong and Haikou, in the hope of providing Chinese citizens with

an urban activity and social platform integrating elements of sports, culture,
healthcare, entertainment, recreation and consumption, and generating more
returns for our Shareholders.
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Sports Business

We have been committed to drive establishing an integrated sports platform

that encompasses spectating and participatory projects with our existing sports
resources. Apart from this, we focus on the investment in well-received sports with
huge development potential in the sports industry, such as basketball, running,
badminton and table tennis. Through participating in commercial development,
marketing, and talent management of school-wide and internationally renowned
sports events and projects related to such sports aspects, we materialise and
elevate the commercial values of the sports industry. These efforts also aimed

at encouraging social participation in sporting activities and interaction in the
community and in daily life, and enabling sports to sustainably become an integral
part of people’s life.

We are confident that sports activities not only benefit youths in their education,
moral development and growth inspiration, but also make a far-reaching impact
on developing their brand loyalty and sports-related consumption habits. In view of
this, the Group has been sparing no effort in to promote youth sports, particularly
sports leagues and projects that are well-received by the youths. The Group has
been engaged in the commercial management and development of the School
Basketball Leagues with the most established and widest coverage among schools
in the PRC, namely, Chinese University Basketball Association (CUBA), Chinese
High School Basketball League (CHBL) and Chinese Junior School Basketball
League (CJBL). During

the reporting period, the
Group joined hands with

Li Ning Co, prominent
sponsors, traditional media
and online platforms to
organise a series of creative

CHAIRMAN'S STATEMENT
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CHAIRMAN'S STATEMENT
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commercial promotion activities catering to youths. These activities, which aimed
at integrating basketball leagues into campus culture, succeeded in attracting
wide attention and active participation from students. We were pleased to see that
CUBA has attained significant improvement in its attraction, brand recognition and
core competitiveness against other Chinese sports events since its commercial
development by the Group in 2013. Furthermore, CUBA eclipsed many Chinese
sports events in terms of the number of spectators and influence of the league.
Meanwhile, the state policy 73ih Five-Year Plan of Sports for Youths and National
Fitness Program (2076-2020) underline the significance of promoting youth
sports and sports skills training among the youths, and marketization of sports
event organisation. These policies further boost our confidence on the enormous
potential in developing our sports business, which enable us to achieve greater
development and generate higher returns under such favorable state policies,
and seek more potential investment and business opportunities to diversify our
sports business.

In 2016, the Group further expanded the commercial development of “Li-Ning
10K Running League”, with the number of major cities covered increasing to 15
and the accumulative number of participants exceeding 42,000. In addition, the
event has secured sponsorship from various commercial brands and support from
our working partners, making it a landmark running event in the PRC with higher
penetration and awareness. The creative idea of team competition was adopted in
the event for the first time, which blended team spirit into social running, adding
more fun to the running activity. Under the Group’s commercial development

in 2016, “Li-Ning 10K Running League” retained its title “The Best Running
Tournament in the PRC” by Runner’s World, an authoritative running magazine

in the PRC. The event was also voted as “The Most Desirable Themed-Running
Event” at Sina Sports’ Running Festival, showing the wide recognition that the
event received from both the media and the public.
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INDUSTRY DEVELOPMENT

20716 has ushered in a stage of more intensive and detailed implementation

of the policies, plans and supporting documents in respect of accelerating the
development of the sports industry. Such implementation has both ensured
policy support for the continuous development of the Chinese sports industry,
and painted a concrete blueprint of healthy China to realise the goal of achieving
national physical fitness. In particular, milestone documents such as the 73
Five-Year Plan of Sports Industry Development provides that, during the 13th
Five-Year Plan period, the total value of the Chinese sports industry shall exceed
RMBS3 trillion and represent 1% of GDP, of which the added value of sports
service shall account for more than 30%, and sports consumption shall account
for more than 2.5% of per-capita annual disposable income. The National Fitness
Program (2016-2020) states that by 2020, 700 million people will take part

in physical exercises at least once a week and the total sports consumption will
reach RMB1.5 trillion, providing momentum for boosting the sports industry and
domestic demand, and for creating new economic growth drivers. The Guiding
Opinion on Promoting Fitness and Recreation Inaustry proposes that by 2025,
the fitness and recreation industry value will reach RMBS3 frillion, serving as a new
engine of the economic growth in the PRC. Such opinion also encourages the
integrated development of the fitness and recreation industry with other industries
namely residential, culture, commercial and entertainment to build integrated
fitness and recreation complexes.
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CHAIRMAN'S STATEMENT
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The above said policies and plans make wide range of efforts in various
aspects, which signify the Chinese government’s determination in accelerating
the all-round development of the sports industry. We trust that the Chinese
authorities will attach greater importance and render greater support to the
sports industry during the 13th Five-Year Plan period than ever before, and
such reform initiatives will result in abundant opportunities to the sports
industry. Moreover, such plans are believed to play an indispensable part in
promoting group sports, increasing the amount of national fitness facilities
such as community sports parks and multifunctional stadiums, establishing
sports rehabilitation and health management centers, and developing sports
and recreation communities. It is imperative to accelerate the construction of
multifunctional public stadiums, sports services and facilities with extensive
coverage nationwide, and have reputable corporations operating those
stadiums and facilities during the 13th Five-Year Plan period.

AR R RS RBE R zmMBENERK
SHETEBNERETUMRERERE
ERORL BPIEELERT=RREKH
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EEMEN HEREBRBEEETRE
BREE EURIBEENEDERRERZ
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PROSPECTS RE

Benefiting from the fitness culture trend, we believe that more people will develop 252 & LR EE 22 - B MMEE
their own habit of doing physical exercises, and spend more time on Ieisure FLERFECATIESESHRITE T
sports. As a result, the demand for more comprehensive and diverse community WEZREEEEEES L HEEEL2EM
sports services and facilities will be accelerated. We trust that there will be a St BEESRBNRBENFRBEE
growing sports population in the PRC, and city dwellers are increasingly inclined e A RPEETEAESHALE
to incorporate sports into their daily life. Embracing a golden era for the sports FAHEE BREESBRAICESRABTE
industry, the Group hopes to capitalise on the preferential national policies, seize oK E NTEEEENESHRZE K
potential opportunities arise in the sports market during the 13th Five-Year Plan SEHPEREBRRECRAFNM+=RHE
period, and contribute to the sustainable development of the Chinese sports EHEEEEMSAAS RN ET#E 1A
industry and national economic growth. FREEEXNFEERMNERGCEERT
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CHAIRMAN'S STATEMENT
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Looking ahead, we shall continue to stay committed to our jobs in 2017, with
the primary goal of developing a larger business network with expanded projects
and more business. We will expand and diversify our community development
business, with such efforts as further optimising the operation of Li Ning Sports
Park, and increasing sports population through organising group sports events
with a focus on sports training and reliance on leisure sports projects. By doing
S0, we aim to promote sports and health in the communities while growing

the Group’s revenue. In addition, we will seek developing Li Ning Sports Parks
and sports communities in more economically vibrant cities, and act on the
opportunities of project investment and collaboration according to our business
strategies for community development. In the upcoming year, we will also steadily
develop the sports business, continue with its diversification, and identify and
invest in more sports-related commercial projects with development potential, so
as to raise the commercial value of our sports resources.

APPRECIATION

On behalf of the Board, | would like to thank our Shareholders and business
partners for their trust in and resolute support to the Group. My deepest
appreciation also goes to the management and all the staff for their dedication,
professionalism and contribution to the Group over the past year. In the upcoming
year, we will continue to focus on materialising and expanding the Group’s
business strategies on sports and community development, in a bid to deliver
more returns to our Shareholders.

Li Ning
Chairman, Chief Executive Officer and Executive Director
23 March 2017, Hong Kong
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COMMUNITY DEVELOPMENT

The Group has been advocating community development business integrated
with sports elements and healthy lifestyle. By leveraging our extensive experience
and resources in sports and community development, the Group aims to build
communities themed at sportive, healthy and leisure lifestyle for people across
the country, hoping to enlarge the mass base of sports participation. Meanwhile,
the Group is committed to building an integrated commercial sports platform by
developing sports community and related commercial projects in the PRC.

In 2016, the Group strived to strengthen our business networks and expand
our business scope to comprehensively implement our business strategies
on community development. Meanwhile, we actively negotiated with the local
governments and our partners on investing in and the development of sports
communities and supporting projects in the vicinity. Commercial investment in
potential projects derived has also been explored and planned.

VIVA CHINA HOLDINGS LIMITED N EIIZRR BR8]

HERE

AEE—BRERAEDREELEHRY
HEREEN NARMEENEERLE
ZEMEBAER A2EARITERS -
REASHATEENLE E2HRES
SHpBAR AHAPEARERELER
MMEEER LR —RILGARE R

¥4

—E-RFE AKREHNRAERBEEL
BREGRE UWHEE2TUEBRLERER
EBEES - R RPIEEES T BFMNE
ERHRREEREELEMEASKERHA
FR®H  XRS M EEBEHTENER
HEETHERA




During the reporting period, various commercial institutions have been approached
by the Group to identify the most appropriate and quality business partners with
whom we can establish sustained cooperative relationships and develop our
upstream and downstream businesses and networks. The Group progressively
conducted commercial cooperation and investment with them based on the needs
of our community development business, thereby acquiring and materialising the
supporting projects and business opportunities derived from the development of
sports communities and other community development projects in the PRC, so

as to further expand the Group’s community development business segment and
pave the way for extending to the upstream and downstream businesses.

The strategy of expansion into the upstream and downstream industry networks
is an integral part of the Group’s further build-out of our community development
business in 2016. It is complementary to the existing development of sports
parks, sports communities and related projects, and beneficial to promote
horizontal integration and vertical expansion of the business of the Group. During
the reporting period, we actively expanded and optimised the construction
materials business network and managed to establish good working relationships
with various construction materials suppliers and contractors, so as to lay a solid
foundation for our construction of and investment in sports community projects
in different cities. Our construction materials were sold to, amongst others,
established and reputable enterprises, which included PRC-listed companies and
enterprises managed by the State, who were all potential business partners of
the Group with whom we may further cooperate to drive the expansion of our
community development business. Through provision of construction materials to
such potential business partners, the Group has fostered good and sustainable
relationships with them, strengthening our position in forming future cooperative
alliances with them for community development. Revenue from the community
development segment recorded a significant surge during the reporting period, for
major reasons which included, the sales of products through the expansion of its
business network in tandem with the development of this business segment.

We are also exploring the possibility of forming a joint venture company with
a landscape engineering company, which is expected to bring synergies for
further cooperations on
the Group’s construction
materials business,
building and landscaping
projects, sports parks,
sports communities and
potential projects, and
help develop a business
model that will contribute
to sustainable profit for the
community development
business.
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By selecting seasoned working partners whose business is complementary to

the Group, and through establishing working partnerships of mutual trust and
conducting business with them, the Group will be able to learn about the quality
of the products and services of its partners and ensure their project management
meets both national and international standards. Therefore, the Group will be able
to leverage and benefit from the established business networks, ensure the quality
of the projects and effectively control the progress, costs and risks of the same
when cooperating with them in developing sports community projects, thereby
enhancing the competitiveness of the Group. In the long run, it will facilitate the
Group securing comparatively sizable projects and provide the Group with support
to carry out additional related projects simultaneously, and thus expanding its
market share, increasing its revenue streams and improving its return on projects.

To accelerate the growth of our community development business, the Group has
actively negotiated and discussed with the local governments, potential business
and financial partners on various financing solutions to support the development of
the business since 2016. Such financing solutions include but not limited to jointly
launching funds and adopting the public-private partnership (PPP) model, as well
as cooperating with business partners from different areas of the sports industry
chain to conduct in-depth development of sports community projects, with an aim
to acquire, participate in and invest in different kinds of sports industry projects in
the PRC more effectively, and to introduce new, sustainable income sources to the
Group, as well as to strengthen the Group’s bargaining power which can help drive
the development of different projects.
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As one of above measures and an important strategy adopted by the Group to
facilitate the growth of its community development business, the Group is planning
to jointly launch a sports industry fund with Huarong Real Estate Co., Ltd. to invest
in sports and cultural industries projects in the PRC. With such, the Group issued
convertible notes in the amount of HK$778 million to an indirect wholly-owned
subsidiary of China Huarong Asset Management Co., Ltd. in December 2016,
and part of the proceeds raised from the issuance are intended to be used for
investing into the sports industry fund.

During the reporting period, the Group has commenced preparatory work on the
land adjacent to Yangzhou Li Ning Sports Park for the commercial and residential
development of Yangzhou Sports Community. We also completed the project
design, pre-sale strategy formulation and construction foundation work. Yangzhou
Li Ning Sports Park, the first sports park managed and operated by the Group
since its opening in October 2015, has actively organised group sports and
leisure activities, and held over 120 sports and recreational activities and events
during the reporting period. It has become a new landmark for sports and social
interaction in the Yangzhou neighborhood and has created a growth driver for the
Group.
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We have devoted our efforts to establish sports parks and sports communities

in major economically vibrant cities in the PRC such as Beijing, Shanghai,
Guangzhou, Shenzhen, Hangzhou, Nanjing, Nantong and Haikou during the
reporting period, in addition to continually expanding the operation of Yangzhou Li
Ning Sports Park. Meanwhile, we actively conducted negotiations with various local
governments and business partners, in an effort to explore more collaboration
opportunities for projects of developing sports park, national sport facilities and
sports community, and seize potential opportunities brought by the preferential
national policies and the sports industry development during the 13th Five-Year
Plan period in order to provide all citizens with a social platform that integrates
sports, culture, healthcare, entertainment and recreation activities into urban life.
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Location of Li Ning Sports Park managed and
operated by the Group

FEEERNEENTEREEMENVE

Locations of Li Ning Sports Park and sports community
projects under negotiation

EHERANFTEREENEALEER IENE

Locations of Li Ning Sports Park and sports community projects that
entered into cooperation framework agreement
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SPORTS

The Group is committed to driving the establishment of an integrated sports
platform by leveraging the existing resources of its sports business, and
capture and maximise the commercial values of the sports resources under
our management, and attract social participation in sporting activities through
commercial management of popular sporting events and competitions, event
production, sports talent management, as well as providing sports related
consulting services.

SCHOOL BASKETBALL LEAGUES

BE

AEBE-—BHERNMNAREEBHNREE R
BRI -ARARETE BEENAPIE
BEBMESZ RERE BEEBEATM
REEEHEZAARY ERMBERETE
BrRAEBERBEANBEER RER3IX
RLEEE R

REEREE

2R E R =T — N A R E
B OEPEARSBEERBECSEA PR
Fh & BRES 2R (CHBL)F Hh B 4] o &5 BRES 22 (CJBL)

In 2016, the Group continued to carry out exclusive commercial development and
commercial engagement for the School Basketball Leagues in the PRC, namely,
Chinese University Basketball Association (CUBA), Chinese High School Basketball

26

League (CHBL) and Chinese Junior School Basketball League (CJBL).
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During the reporting period,
the Group engaged in strategic
planning and conducted
marketing initiatives on

key schools, zones and
players. Meanwhile, the
Group collaborated with

Li Ning Co and various
renowned sponsors to carry
out innovative promotional
campaigns inside and outside
the stadiums that catered to
the event, trendy fashion in the
school campus and prevailing
youth cultures, which attracted
numerous traditional media,
sports TV channel websites
and social media platforms to
conduct in-depth reports that
widely covered the School
Basketball Leagues, and
successfully reached a huge
number of recipients.
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Regarded as the most established and most
popular sports leagues among schools

and the younger generation in the PRC,

the School Basketball Leagues under our
commercial development have made further
progress on the integration of inter-media
communication with commercial engagement
during the reporting period, and succeeded
in realising and elevating its commercial
values.

The brand value and core competitiveness of the Chinese sporting event
intellectual properties (IP) of the School Basketball Leagues have seen substantial
growth since the Group’s commercial development in 2013, In the 2015-16
Season, CUBA attracted 6,588 players from 549 teams in 10 major zones,
among the 33 zones that covered municipalities, provinces and autonomous
regions in the PRC where the Group owes the commercial development rights.
Moreover, CUBA ranked the 3rd in “The Most Influential Sports League of the Year
2015" of Sina Weibo in early 2016, following Chinese Football Association Super
League and NBA, demonstrating its dominant position in scale, influence and
commercial value among its peers.
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RUNNING

The Group has been undertaking the commercial development and coordination of
“Li-Ning 10K Running League” since 2015, and sparing no effort on expanding
its scale and contents in 2016. From March to October during the year, the
coverage of the running league has expanded to 15 major cities in the PRC,
included Guangzhou, Chengdu, Changsha, Wuhan, Zhengzhou, Suzhou, Shanghai,
Jinan, Dalian, Talyuan, Kunming, Xi'an, Lanzhou, Qingdao and Beijing, attracted
participation of over 42,000 runners in total across the cities.
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In order to enrich the
enjoyment and interaction
of running, a platform

was created to individual
running clubs to engage
in team competition in
2016's Li-Ning 10K
Running League, which
attracted over a hundred
groups to enroll and
participate, and succeeded
in gaining higher
recognition and awareness SUZHOU i M
among the running

communities. With such, the

Group could also utilise the data collected from the running clubs for further
promoting the running league and exploring its commercial values. Meanwhile,

interactive zones providing dynamic game experience and running results photo-

wall creating photo opportunities were set up in running arenas, enriching the
runners’ onsite experience and making interactive running in vogue.

BUSINESS REVIEW
e @)

RTRITEBENBERENZR  FEI0RE
BHBEN T "FNEEREMNRETE
REBEEHINTE Bl 2B EERE
WEHEMBE RKINRET T EEERERED
MRAE MR 2 ) - [ A B AN S B 7 A B
EERE - THERBYE  LURIZHEED
BEEBEE RN BEARBETHEREN
REATRERE2ETHEENAEHAR
BERS NEN2BEERRR THRER
BB -

DALIAN A &

ANNUAL REPORT 2016 F#

31



32

BUSINESS REVIEW
E O]

Apart from having Master Kong Youyue purified drinking water as the title sponsor,
2016 Youyue Li-Ning TOK Running League” also succeeded in securing
sponsorship from various brands and corporations of different industries, such

as Beijing Capital Land, JD Finance, MetLife and 9Fbank.com, etc, and getting
support from collaborative partners under the Group’s vigorous commercial
development. As a result, potential commercial values of such event were
materialised and enhanced. Li-Ning 10K Running League was voted as “The
Most Desirable Themed-Running Event” at Sina Sports’ 2015 annual event at

the beginning of 2016, and
has been honored with the title
“The Best Running Tournament
in the PRC” by Runner's
Worid, an authoritative running
magazine in the PRC for three
consecutive years, reflecting
the event is well-received by
the industry and the public
under the Group’s commercial
development.

OTHER SPORTS
TOURNAMENT
MANAGEMENT

During the reporting period,
the Group engaged in the
commercial development and
management of 2016 Thomas
& Uber Cup, a world-class
badminton tournament held in
Kunshan, the PRC,

SPORTS TALENT MANAGEMENT

The Group provides talent management services with renowned athletes in the PRC,
and continued to engage in strategic partnership with the national badminton team
during the reporting period. We arranged our athletic talents to participate in selected
and diversified sports-related commercial activities, such as attending TV reality
shows, media interviews and sports marketing events to gain public exposure. These
athletes with professional and healthy image create sports celebrity effect and impact
positively on the public in doing physical exercises, while the commercial values of
these athletes will also be materialised and enhanced. The Group will continue to
seize opportunities to sign up national team of different fields and athletes in the
PRC so as to consolidate and enrich our sports portfolio.
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INVESTMENTS

The Group endured its efforts to drive the resources integration of its existing
operation and assets, and actively explored derivative projects with development
potential and in tandem with the Group’s business development during the
reporting period. Meanwhile, the risks of the projects we invested in were
monitored and under control. The business resource of its 29%-owned CITIC
Land facilitated the Group to implement its business strategy on community
development during the reporting period. We expected that the Group’s
investment in CITIC Land will enable us to reap returns derived from the property
development and other business opportunities from CITIC Land, and strengthen
the Group’s capability to invest and participate in various types of development
projects in the PRC.
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The acquisition of 10% equity interest in Double Happiness Group at
RMB124,992,000 was completed during 2016. Through the acquisition, it

is expected that the Group can benefit from the resources allocation of table
tennis equipment and other sports accessories, industry leadership with Double
Happiness Group own brand “DHS”, as well as its business network derived from
the sponsorship in sports tournaments. Meanwhile, we will strive to create values
and enhance profits for the Group and its shareholders by participating in the
integration of business resources of Double Happiness Group.
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During the reporting period, the Group continuously pushed forward the
investment in Jump 360, one of the largest indoor trampoline parks in Asia, which
is regarded as an initiative to enrich and complement the sports portfolio of the
Group. Currently settled in Shanghai, Jump 360 provides a wide range of large-
scale specialised sports facilities suitable for all ages such as trampoline, extreme
dodge ball, volleyball, obstacle course, green and safe kids zone and maze castle,
as well as catering and resting area and venue rental service in providing an
established, all-round sporting and recreational venue. The investment in Jump
360 is expected to diversify and complement the sports resources of the Group,
attract more people to participate in sports activities, and seek new growth drivers.
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Meanwhile, the Group strived to explore diversified development of sports
engagement during the reporting period, including physical rehabilitation and
athletic training. We are currently in negotiations with a famous athletic physical
rehabilitation expert in a bid to establish athletic physical rehabilitation centers in Li
Ning Sports Park and major cities in the PRC, aiming to provide scientific athletic
physical rehabilitation training and health management service for the community.
In addition, the Group has been conducting continuous discussions with potential
working partners to actively explore the possibility of developing football training
program in communities during the reporting period.

KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

Employees, customers and suppliers are crucial to the success of the Group. As
such, the Company has maintained a smooth communication with all stakeholders
to establish mutual trust, in pursuit of outstanding environmental, social and
governance performance.

The Group adopts a people-oriented approach to formulate its human resource
policy, to provide employees with reasonable remuneration and welfare and make
adjustments when appropriate. Moreover, in addition to requiring employees to
comply with occupational safety rules and procedures, the Group also cares

for the well-being of employees by launching various staff caring programs for
employees to relax. The Group also offers employees with extensive training
programs to enhance their lateral skills, enabling them to have better development
opportunities in the long run.

The Group strives to provide goods and services of the best quality to our
customers. By listening to customers’ feedback, the Group has established
effective communication channels, and maintains a cordial relationship with our
customers. The Group believes that the success of the Group lies in quality of
service. Hence, the Group is committed to building an integrated sports platform
featured with spectating and participatory projects, aiming to meet the needs of
our customers with quality sports resources and get the public involved in sports
events.

The Group dedicates itself to establishing a long-term partnership with suppliers.
To maintain a cordial relationship, it is crucial that we ensure the products and
services provided by suppliers meet the specified requirements. The Group has
established strict procurement standards, performed regular quality inspection for
the sake of controlling the quality of products and services from the source.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

As a responsible corporate citizen, the Group attaches high importance to
environmental issues. Though the Group is not a high-pollution enterprise, it
actively integrates the concepts of environmental protection and green building
into different business segments as practicable as possible.

The Group devotes itself to promoting energy conservation while minimising
energy and resource consumed in all activities, products and services. The Group
also imposes strict control over waste water, waste gas, noise and solid waste,
and has gradually implemented recycling activities across the Company, such as
“Green Collection”, to donate the reusable items to those in need. In order to
optimise the Group’s environmental protection, we have started collecting the data
in this respect to prepare for the conduct of environmental protection in future.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group's operations are mainly carried out by the Company’s subsidiaries in
the PRC while the Company itself is listed on the Stock Exchange. In order to
minimise the environmental, social and governance risks, the Group operates its
business in a manner that satisfies the relevant laws and regulations in respect of
employee benefits, safety and environment. During the reporting period of 2016,
we have complied with in material respects the relevant laws and regulations
where it operates in the PRC and the listing rules of Hong Kong.

For more information about the measures adopted by the Group for environmental
protection and regulatory compliance during this financial year, please refer to

the first environmental, social and governance report to be issued by the Group.
This report will be available for viewing and downloading from the websites of the
Group and Hong Kong Stock Exchange after its publication.

PROSPECTS

National policies on facilitating the reforms in the sports industry and the
development of sports venues in the PRC were launched successively in the

4th quarter of 2016 and the beginning of 2017, among which the Opinions on
Further Expanding the Consumption in Tourism, Culture, Sports, Healthcare, Elderly
Care, Education and Training promulgated by the State Council in November 2016
put forward the boosting of sports-related consumption; promoting reform in
professional league led by football, basketball and volleyball; improving efficiency
in utilisation of sports venues; activating venue resources; and pushing forward
multi-usage of sports venues under commercial operation.

In addition, a key document titled 7he Implementation Plan for the Projects on
Popularisation of Public Sports in the 13th Five-Year Plan Period (the "Plan”) was
promulgated by the National Development and Reform Commission and General
Sports Administration in January 2017. According to the latest data released

by the General Sports Administration, the occupancy of sporting facilities per
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capita area in the PRC has reached at least 1.57 square meters by the end of
2015, and should reach 1.8 square meters by 2020 as emphasised in the Plan.
According to the Plan, a public sports service network with reasonable deployment
of resources, extensive coverage, great variety, and strong inclusiveness that
basically satisfies the sports and fitness needs of the public should be formed. The
Plan stated that the construction of public sporting venues and facilities should

be included in urban and rural planning, overall land utilisation planning and the
annual land usage plan, whilst enterprises, individuals and foreign capital should
be encouraged to invest in the construction and operations of various sports
venues. Furthermore, specialised funding for the construction of public sports
service facilities should be provided through means of PPP, construction by the
public sector and operation by the private sector and government purchases, etc.

The release of the above-mentioned policies and the implementation of policies
and plans for further development of the sports industry in 2016 showed

the determination of the competent authorities to expedite the construction

of nationwide sports venues and facilities in the ensuing year. Participation in
the construction, operation and management of nationwide sports venues and
facilities by the social force, including means of PPP, under the leadership of the
government will be one of the indispensable measures in the reforms of sports
venues. Backed with the support of national policies, the Group will accelerate the
development of sports parks and sports community projects nationwide, and put
commercial investments into effect in such projects with appropriate investment
and financing models in the coming year.

20716 saw huge changes in the political environment of various countries. On one
hand, we anticipated that 2017 will be a year of significant fluctuation for global
and regional economy and capital markets amidst global political uncertainties,
with the international macro environment remain complicated. On the other
hand, according to the World Economic Outlook released by the International
Monetary Fund, Global Economic Prospects released by the World Bank and

The World Economic Situation and Prospects 2017 released by the United
Nations, the growth rate of the PRC economy in 2017 is expected to be 6.5%.
In spite of the potential pressure of economic slowdown in the PRC, the country
is now undergoing an economic transformation, and we believed that domestic
consumption and service-oriented industries including the sports industry will

still be able to realise upward development thanks to the continuous support of
national policies. In view of international political and economic conditions and
domestic industry conditions which entail both challenges and opportunities, the
Group will continue to adapt to the situations, and seize potential opportunities
arising from the favourable national policies and continuous expansion of the
Chinese sports industry, so as to implement the business strategy of community
development. Meanwhile, the Group will diversify its business scope to expand
its sports resources portfolio and deploy its business to the entire sports industry
chain, with an aim to release the commercial values along the industry chain and
thereby creating sustainable returns for our shareholders.
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RESULTS

For the year ended 31 December 2016, the Group’s consolidated revenue was
HK$552.2 million (2015: HK$147.4 million), representing a significant increase
of 274.6%. The almost threefold increase in revenue was mainly driven by
revenue derived from sports talent management, the commercial rights secured
by the Group in relation to certain basketball and running leagues in the PRC, the
sales of construction materials and new revenue streams in relation to sports park
operations. Gross profit of the Group for the year was HK$120.8 million (2015:
HK$25.3 million), representing an astounding increase of HK$95.5 million or
377.5% as compared to the year of 2015.

The Group’s other revenue and other net income for the year amounted to
HK$41.4 million (2015: HK$19.4 million). Other revenue and other net income
during the year was mainly attributable to government grants of HK$35.3 million
and interest income while in the year of 2015, other revenue and other net
income was mainly attributable to an one-off net underwriting commission fee
income of HK$8.8 million for acting as one of the underwriters of the 2015 Li
Ning Open Offer, and interest income.

Selling and distribution expenses for the year amounted to HK$16.6 million
(2015: HK$27.9 million), representing a significant decrease of HK$11.3 million
or 40.5% as compared to the year of 2015. The decrease was due mainly to
reduced marketing and promotional expenditures and lowered staff costs.

Administrative expenses and other operating expenses ("Administrative Expenses”)
incurred in the year totaling HK$119.0 million (2015: HK$119.4 million), which
is comparable with previous year. Administrative Expenses included non-cash
items which amounted to HK$34.4 million (2015: HK$35.2 million), mainly
representing fair value loss of investment properties, share options expenses

and depreciation of property, plant and equipment, etc. Excluding these major
non-cash items, Administrative Expenses for the year would be HK$84.6 million
(2015: HK$84.2 million).

During the year, the Group shared profits of associates and a joint venture
amounting to HK$95.6 million (2015: share of losses of HK$78.1 million). Li
Ning Co is accounted for as one of the associates of the Group. The Group has
adopted the provision contained in HKAS 28 whereby it is permitted to include the
attributable share of associate’s results based on the financial statements drawn
up to a non-coterminous period end where the difference must be no greater than
three months. During the year, the Group shared the results of Li Ning Co based
on its adjusted financial results for the twelve months ended 30 September 2016
adjusted by any significant events or transactions for the period from 1 October
2016 to 31 December 2016. There is no non-coterminous period end for other
associates and joint venture.
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During the vear, the Group has recorded a net profit attributable to equity
shareholders of HK$103.6 million comparing to a net loss attributable to equity
shareholders of HK$179.7 million for the year 2015, representing a significant
turnaround of HK$283.3 million. The significant turnaround of the Group's results
was mainly due to the substantial improvements in revenue and gross profit,
decrease in operating expenses and significant turnaround from losses to profits in
sharing of results of associates and a joint venture.

SEGMENT
Community Development

Our Community Development segment comprises business of property
development for sales and investment; research and development, manufacturing,
marketing and sales of construction materials; operation of sports parks,
development of communities and provision of consultancy and subcontracting
services.

The Group has been dedicating its effort to promote a sportive and healthy
lifestyle in the community. Echoing the PRC government’s strategy to promote
nationwide physical fitness, the Group actively seeks cooperation with different
prospective contracting parties, including local governments, property development
companies, construction and landscaping companies, and established financial
institutions. The Group is filtering cooperation opportunities to invest and operate
sports park projects, including potential property development projects such as
sports community development and sports parks, and sports-related commercial
opportunities that promote healthier living and sports awareness in the PRC.

The Group will continue to invest in development and related opportunities on
sports communities with enormous growth prospects in the PRC. It is the Group’s
long-term strategy to build a comprehensive community development network,
including both hardware and software elements, in order to develop high quality,
environmentally-friendly and profitable communities. We trust that the expected
vertical and horizontal expansion and integration of this business segment will
generate revenue and deliver returns to our stakeholders.

In July 2015, the Group had successfully acquired the land use right with a

site area of approximately 23,334 square meters for a total consideration of
approximately RMB168.4 million (equivalent to approximately HK$210.2 million).
The land is located in Guangling Xincheng, Yangzhou, Jiangsu Province of the PRC
and adjacent to the Yangzhou Li Ning Sports Park. Yangzhou Li Ning Sports Park
is the first sports park managed and operated by the Group.
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The community development segment generated revenue totaling HK$395.0
million (2015: HK$35.4 million) for the year ended 31 December 2016. The
surge in revenue was attributable to the revenue derived from the operation of
sports park, consultancy services, and the sales of construction materials as

the Group expands its business network in tandem with the development of this
segment. Taking into account the expenses of potential community development
projects incurred, this segment reported an operating profit of HK$38.6 million
(2015: operating loss of HK$41.5 million) during the year. The significant
turnaround is a result of the organic growth in revenue and gross margin of the
segment during the year.

Sports

The sports segment continued its business which encompasses event production
and coordination of sports competitions, sports talent management, and sports
and athletic related consulting. For the year ended 31 December 2016, our
sports segment generated revenue totaling HK$157.2 million (2015: HK$111.9
million), representing an encouraging increase of 40.5%. Out of the total revenue
generated by our sports segment, HK$114.2 million (2015: HK$101.1 million)
were related to sports content production and distribution, such as the secured
commercial rights regarding the School Basketball Leagues in the PRC, namely,
Chinese University Basketball Association (CUBA), Chinese High School Basketball
League (CHBL) and Chinese Junior School Basketball League (CJBL), 2016

Li Ning 10K Running League and the 2016 Thomas & Uber Cup, a worldclass
badminton tournament held in Kunshan, the PRC. In addition, our sports talent
management income for the year amounted to HK$43.1 million (2015: HK$10.8
million) which represented a significant increase of HK$32.3 million or 299.1%
as compared to the year of 2015. The sports segment recorded an operating
profit of HK$49.8 million (2015: operating loss of HK$6.4 million) which

was attributable to the boost in revenue and gross profit and new commercial
engagements during the year.

The Group continued to provide talent management services for commercial
engagements for individual athletes and national teams. The Group has succeeded
in realising the commercial values of our managed sports talents by arranging
them to participate in selected and diversified commercial activities and gaining
public exposure. It is the Group’s strategy to drive the establishment of an
integrated sports platform by leveraging the existing resources of its sports
business. The Group will therefore continue its effort to capture and maximise
the commercial values of the sports resources under our management,

and encourage social participation in sporting activities through commercial
management of popular sporting events and competitions, sports talent
management, as well as providing sports marketing and consulting services, and
engaging in community development with a sports theme.
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Financial Position

As at 31 December 2016, the net assets value of the Group decreased to
HK$3,741.8 million from HK$3,764.8 million as at 31 December 2015. The
decrease was mainly due to the decrease in exchange fluctuation reserve of
HK$237.0 million which was offset by the profit for the year of HK$108.1 million;
the equity component of convertible notes issued in December 2016 in the
amount of HK$90.4 million and the proceeds of HK$8.0 million received from the
issuance of shares upon exercise of share options.

The total non-current assets of the Group slightly decreased from HK$3,536.3
million as at 31 December 2015 to HK$3,525.8 million as at 31 December
2016. The decrease was mainly brought about by exchange translation difference
of HK$232.1 million; decrease in fair value of investment properties of HK$21.6
million which was partially offset by the investment in Double Happiness Group
amounting to HK$144.0 million and share of profit of associates and a joint
venture of HK$95.6 million. Among the non-current assets as at 31 December
2016, there were investment properties held in Shenyang, the PRC, which was
stated at fair value of HK$239.9 million (2015: HK$279.8 million).

Current assets of the Group recorded an increase by HK$799.2 million from
HK$781.5 million as at the beginning of the year to HK$1,580.7 million as at
the end of the year. The key components of the current assets at the reporting
date were cash and bank deposits of HK$804.7 million (2015: HK$306.7 million
(including pledged deposits of HK$27.1 million)), stocks of properties and trade
and other receivables. The significant increase in the Group’s cash and bank
deposits balance was mainly due to the cash inflows from proceeds received from
the issuance of convertible notes and the effect was partially offset by the cash
used in the Group's operating and investing activities during the year. The increase
in trade receivables was in line with the Group’s surge in revenue as a result of
growth in business.

The total current liabilities of the Group as at 31 December 2016 were
HK$635.6 million, representing an increase of HK$314.9 million from that as at
31 December 2015. As at 31 December 2016, a non-current bank borrowing

of HK$231.7 million as at 31 December 2015 has been classified as current
liabilities based on its maturity date. As a result of business expansion, other
current liabilities also increased. As at 31 December 2016, the key component of
non-current liabilities was the carrying amount of HK$690.4 million in relation to
the liability component of the convertible notes issued in December 2016.
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Liquidity and Financial Resources

The Group recorded a net cash outflows from operations for the current year of
HK$113.8 million, representing a decrease of HK$132.9 million compared to
last year (2015: HK$246.7 million). Decrease in operating cash outflows was
mainly due to the fact that a land use right in the amount of HK$209.7 million
was acquired in 2015 for property development for sale while there was no similar
transaction in 2016. A net cash outflows in investing activities of HK$141.6
million (2015: HK$456.9 million) for the current year, representing a decrease

of HK$315.3 million compared to last year. The investing cash outflow in 2016
was mainly due to HK$140.0 million paid to acquire 10% equity interests in
Double Happiness Group, while in 2015, cash outflows in investing activities were
in relation to final payment for our investment in CITIC Land and acquisition of

LN Offer Securities in the aggregate amount of HK$640.0 million, which were
partially offset by the interest received of HK$13.1 million and repayment of loan
from an associate of HK$187.5 million. In December 2016, the Group completed
the issuance of convertible notes and received gross proceeds of HK$778.0
million. As a result, the cash and cash equivalent of the Group as at 31 December
2016 increased by HK$525.0 million from the beginning of the year.

The Group had banking facilities of HK$233.0 million (2015: HK$233.0 million),
all of which has been utilised (2015: all have been utilised) as at 31 December
2016. The Group's gearing ratio was approximately 0.07 (2015: 0.03) as at 31
December 2016. The Group defines gearing ratio as ratio of net debt over equity
plus net debt in which net debt represents total bank and other borrowings less
cash and bank balances (including pledged deposit). The current ratio (ratio of
current assets to current liabilities) of the Group as at 31 December 2016 was
approximately 2.5 (2015: 2.4). The Group’s gearing level and liquidity position
were healthy as at the reporting date. It is the Group’s strategy to maintain a
healthy and effective gearing ratio in a range of 0 to 1.

Financial Management Policy and Foreign Currency Risk

The Group’s finance division at its headquarter in Hong Kong manages the
financial risks of the Group. The key objectives of the Group’s treasury policies
are to manage the Group’s onshore and offshore fund to support and facilitate
the Group’s future business and investment plans; to manage its exposure

to fluctuations in foreign currency exchange rates and to reach the goals of
corporate cash management with lowered funding cost. It is the Group’s policy not
to engage in any speculative activities. As the Group operates primarily in Hong
Kong and the PRC, most of the revenue and business transactions are settled in
either HK$ or RMB. Accordingly, the majority of the Group’s net current assets
were denominated in either HK$ or RMB. Deposits placed in various banks are
mainly denominated in these two currencies. The Group maintains its proportion
of deposits in RMB and HK$ in line with its future business and investment plans
in Hong Kong and in the PRC. The policies in place to manage foreign currency
risk have been followed by the Group for several years and are considered to be
effective with the current foreign currency risk still manageable. The Group has
assessed its foreign exchange rate risk exposure and has not entered into any
foreign exchange hedging arrangement during the year.
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Charge on Assets

As at 31 December 2016, interests in an associate with carrying amount of
approximately HK$1,524.0 million had been charged as security for a bank
borrowing of a subsidiary and convertible notes issued by the Company while as
at 31 December 2015, a charge over bank deposit of a subsidiary in the amount
of approximately HK$27.1 million and interests in an associate with carrying
amount of approximately HK$996.1 million had been charged as security for a
bank borrowing of the subsidiary.

Commitments for Property Development/Capital Expenditure

As at 31 December 2016, the Group had commitments totaling HK$37.4

million in relation to property development in the PRC and capital contribution of
associates which were contracted but not provided for. As at 31 December 2015,
the Group had commitments totaling HK$164.9 million in relation to property
development in the PRC and proposed acquisition of 10% equity interest in
Double Happiness Group which were contracted but not provided for.

Material Transactions
The Group entered into the following material transactions:

1. On 23 October 2015, the Group entered into a share transfer agreement
with LN Group and proposed to acquire 10% equity interest in Double
Happiness Group at approximately RMB125.0 million upon satisfaction
of certain conditions. On the same date, the Group also entered into the
option agreement with LN Group, pursuant to which LN Group is granted
the call option to purchase, and the Group is granted the put option to sell,
the option shares on the exercise date subject to the conditions under the
option agreement. The exercise price for the options is calculated based
on the initial purchase consideration plus 6.5% interest per annum after
deducting the relevant cash dividend entitlements from the completion date
to the exercise date. The exercise date will be the last date on the fourth
year following the completion date.

Double Happiness Group is principally engaged in the manufacturing,
research and development, marketing and sale of principally table

tennis and badminton equipment under its own brand and other sports
accessories. It is expected that investment in Double Happiness Group
will enrich the Group's portfolio of sports assets, enhance the presence
and perceived image of the Group in the PRC sports industry, and entail
closer cooperation between the Group and LN Group in terms of strategy
alignment and resources deployment.

Further details of the above were set out in the Company’s announcement
dated 25 October 2015. The transaction was completed on 23 December
2016 and Double Happiness Group became an associate of the Group.
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On 13 December 2016, the Group completed the issuance of redeemable
convertible notes (the “Note”) in the aggregate principal amount of
HK$778,000,000 with an initial conversion price of HK$0.840 per
ordinary share of the Company (subject to adjustments). The Note was
issued on 16 December 2016 (the “Issue Date”) which will be due on the
fifth anniversary of the Issue Date, i.e. 16 December 2021 (the “Maturity
Date”). The Note bore an initial interest of 5% per annum payable quarterly
in arrears after the Issue Date. Unless previously converted, redeemed or
cancelled, the Note will be redeemed on the Maturity Date, at a redemption
price equal to the aggregate of:

(i) the outstanding principal amount of the Note;
(i) the outstanding interest up to the date of redemption;
(i) the outstanding default interest (if any); and

(iv)  any additional amount that would make up an internal rate of return
on the amount of the Note in (i) above at 10.5% per annum (having
included all interests paid together with that payable in (i) and (iii)
above), calculated during the period from the Issue Date up to (and
including) the Maturity Date.

The Note is secured by interest in an associate with an estimated carrying
amount of approximately HK$687.3 million as at 31 December 2016.
Further details of the above were set out in the Company’s announcement
dated 5 December 2016.

Up to 31 December 2016, out of the total proceeds received,
approximately HK$140.0 million, HK$57.5 million and HK$0.4 million,
respectively, had been used in acquisition of DHS, applied towards general
working capital of the Group and used in interest payment, respectively.
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Subsequent events

1. On 20 January 2017, the Company granted share options (the
“Options”) to certain individuals (the “Grantees”) to subscribe for a total
of 369,300,000 ordinary shares of HK$0.05 each of the Company (the
“Shares”), under the share option scheme adopted pursuant to an ordinary
resolution passed at the extraordinary general meeting of the Company held
on 29 June 2010 (the “Share Option Scheme”). The Options shall entitle
the Grantees to subscribe for the Shares at an exercise price HK$0.80 per
Share. Among the Options granted, (i) 184,650,000 Options are vested
on 20 January 2017; (i) 92,325,000 Options shall vest on 20 January
2018; and (iii) 92,325,000 Options shall vest on 20 January 2019. All
of the Options shall be exercisable for a period of two years after vested.
Among the Options granted, a total of 183,000,000 were granted to the
directors of the Company. Details of the grant of Options are set out in the
Company's announcement dated 20 January 2017. As at the date of this
report, the Company is in the course of assessing the fair values of the
Options granted and the financial effect of such Options.

2. On 3 February 2017, Li Ning Co issued 168,629,032 new ordinary
shares upon the conversion of convertible bonds in the principal amount
of RMB561.0 million issued by Li Ning Co. The Group's equity interests in
Li Ning Co have been diluted from approximately 24.3% to approximately
22.6% and a loss on deemed partial disposal will be recorded in the first
quarter of 2017. As at the date of this report, the Company is in the course
of assessing the financial effect of such deemed partial disposal.

Employees and Remuneration Policies

Staff remuneration comprised of monthly salaries, mandatory provident fund
contributions, medical benefits, housing benefits, education allowances and
discretionary share options issued based on their contribution to the Group. Staff
costs (including Directors’ remuneration) for the year ended 31 December 2016
amounted to HK$48.8 million (2015: HK$64.1 million). The Group also engages
professional consultants to ensure the competitiveness of the remuneration

policy which, in turn, would support the business growth of the Group. As at 31
December 2016, the Group employed 232 full-time employees (2015: 223) and
their remuneration was calculated with reference to the market rates.
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

SEMNBHREEASEHE

MR. LI NING

CHAIRMAN, CHIEF EXECUTIVE OFFICER AND

EXECUTIVE DIRECTOR

Mr. Li Ning, aged 54, has been the chairman of the Company (the “Chairman”),
an executive Director and a member of the executive committee of the Company
since June 2010. Mr. Li was also appointed as the chairman of the nomination
committee and the chief executive officer (the “Chief Executive Officer”) of the
Company with effect from 15 March 2012 and 22 May 2013 respectively. He is
a director of various subsidiaries of the Company. Mr. Li is the founder of the LI-
NING brand and currently the executive chairman, interim chief executive officer
and an executive director of Li Ning Co. He is primarily responsible for formulating
the overall corporate strategies and planning of LN Group and perform the duties
of chief executive officer of Li Ning Co with support from its incumbent senior
management. Mr. Li is the younger brother of Mr. Li Chun, a retired non-executive
Director and the uncle of Mr. Li Qilin, who is an executive Director.

Mr. Liis one of the most outstanding athletes in the 20th century. In the 6th
World Cup Gymnastics Competition in 1982, Mr. Li unprecedentedly won six
gold medals in men’s artistic gymnastics events and was named the “Prince of
Gymnastics” (“§2 1% F ") in the PRC. In the 23rd Los Angeles Olympic Games
in 1984, Mr. Li won three gold, two silver and one bronze medals, making him
the athlete winning the most medals of that Olympic Games. In 1987, Mr. Li
became the Asian member of Athlete’s Commission of the International Olympic
Committee. From 1993 to 2000, Mr. Li served as a member of the Men'’s
Artistic Gymnastics Technical Committee of the Federation Internationale De
Gymnastique. He is currently an honorary member of the Federation Internationale
De Gymnastique. In 1999, Mr. Li was voted one of the “World's Most Excellent
Athletes in the 20th Century” by the World Sports Correspondent Association.

After retiring in 1989 from his athlete career, Mr. Li initiated the idea of LI-NING
brand with the goal of creating the first national sports goods brand in the PRC. He
has dedicated the past over 20 years to the development of the business of LN
Group, achieving great contribution to the development of the PRC's sports goods
industry.

Mr. Li holds a bachelor's degree in law from School of Law of Peking University
(4EF K22 ) an executive M.B.A. degree from Guanghua School of
Management of Peking University ( b 5 A 2 ¥¢ 2 & 1 Z2B5 ) an honorary
doctorate in technology from Loughborough University in the United Kingdom and
an honorary degree of doctor of humanities from The Hong Kong Polytechnic
University. In June 2010, Mr. Li was also conferred honorary fellowship from The
Hong Kong University of Science and Technology.

Mr. Li has also been actively involved in charities via his “Li Ning Foundation” ( 2=
ZH &) and his genuine support to the active and retired Chinese athletes and
coaches in establishing “The Chinese Athletes Educational Foundation” ( FP [ 3&
& 8B # B E 4 ) which aims at providing subsidies for further education and
trainings for athletes and to support educational development in impoverished and
remote areas in the PRC. In October 2009, Mr. Li was appointed by the United
Nations World Food Programme (WFP) as China’s "WFP Goodwill Ambassador
Against Hunger”.
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

MR. CHAN LING

CHIEF OPERATING OFFICER AND EXECUTIVE DIRECTOR

Mr. Chan Ling, aged 45, is an executive Director, an authorised representative and
the compliance officer of the Company and a member of each of the executive
committee and the remuneration committee of the Company. Mr. Chan was also
appointed as the chief operating officer of the Company with effect from

22 May 2013. Mr. Chan had been a member and the chairman of the nomination
committee of the Company since 2 June 2010 and 23 June 2010 respectively,
and ceased to hold any office of this committee on 15 March 2012, Mr. Chan
joined the Group in June 2010 and is a director of Viva China Sports Holding
Limited, Viva China Community Development Holdings Limited and various
subsidiaries of the Company. Mr. Chan was the chief executive officer of “The
Chinese Athletes Educational Foundation”. He has over 10 years of working
experience in the media industry and in the sports agency industry.

MR. LI CHUNYANG

EXECUTIVE DIRECTOR

Mr. Li Chunyang, aged 48, is an executive Director and a member of the
executive committee of the Company. Mr. Li joined the Group in June 2010 and is
a director of FEFLLEMEE B B R (db51) AR A ), Viva China Community
Development Holdings Limited and various subsidiaries of the Company. Mr. Li
graduated from Peking University in 2004 with a bachelor's degree in Economics.
He was one of the founders of “The Chinese Athletes Educational Foundation”. In
1989 and 1991, he won the World Gymnastics Championships.

MR. LI QILIN

EXECUTIVE DIRECTOR

Mr. Li Qilin, aged 30, was appointed as a non-executive Director of the Company
in June 2013. Mr. Li has been re-designated from a non-executive Director to an
executive Director and appointed as a member of the executive committee of the
Company with effect from 13 November 2015. Mr. Li joined the Group in June
20713. Mr. Li is the general manager of a subsidiary of the Company. Mr. Li has
been a director of Lead Ahead, a substantial shareholder of the Company, since
June 2010.

Mr. Li has considerable experience in financial services industry and was an
analyst of Persistent Asset Management Limited during the period from January
20710 to July 2013. Mr. Li is the son of Mr. Li Chun, a retired non-executive
Director and the nephew of Mr. Li Ning, the Chairman, the Chief Executive Officer
and an executive Director.
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DIRECTORS' AND SENIOR MANAGEMENT’S BIOGRAPHIES

MR. CHAN JAMES

NON-EXECUTIVE DIRECTOR

Mr. Chan James, aged 63, is a non-executive Director of the Company. Mr.

Chan joined the Group in June 2013. He is an executive director, the project
director and a member of the executive committee of Pacific Century Premium
Developments Limited* (‘PCPD”, Stock Code: 0432). PCPD is mainly engaged in
developing and managing premium property and infrastructure projects, as well as
investing in premium-grade buildings, in the Asia-Pacific region and is majority-
owned by PCCW Limited* (‘PCCW", Stock Code: 0008). Mr. Chan is responsible
for managing various property projects of PCPD and its subsidiaries. He was
responsible for the project execution of the Cyberport project and has overall
responsibility for all aspects of the construction works.

Prior to joining PCCW in October 2002, Mr. Chan was a practicing architect,
with comprehensive experience in design, planning and land matters, design
development and construction management of major investment properties,

including a wide range of industrial and warehousing, commercial, retail and
residential developments in Hong Kong and overseas. He possesses a wide

spectrum of experience in the property industry.

He has been an independent non-executive director of Beijing Properties
(Holdings) Limited* (Stock Code: 0925) since June 2011. He is also a member
of the board of governors of The Independent Schools Foundation Academy.

Mr. Chan holds a bachelor of arts in architectural studies degree from the
University of Hong Kong, a bachelor of architecture degree from University of
Dundee in Scotland and an executive master of business administration degree
from Tsinghua University. He is qualified as the Authorised Person (List 1) and
Registered Architect in Hong Kong, and is a member of The Hong Kong Institute
of Architects, The Royal Institute of British Architects and The Australian Institute of
Architects.

MR. MA WING MAN

NON-EXECUTIVE DIRECTOR

Mr. Ma Wing Man, aged 51, is a non-executive Director and a member of the
audit committee of the Company. Mr. Ma joined the Group in June 2010. Mr. Ma
was a member of the nomination committee of the Company during the period
from 2 June 2010 to 15 March 2012. Mr. Ma has over 20 years of experience
in finance and administration. Mr. Ma has been employed by “Li Ning Foundation”
as the financial controller since 2005. From 1992 to 2005, Mr. Ma had been
employed first as accountant and later as financial and accounting manager of
Jianlibao Holdings (H.K.) Company Limited. From 1989 to 1991, Mr. Ma was
employed as assistant accountant by Wong's Circuits (PTH) Limited, which was a
subsidiary of Wong’s International Holdings Limited* (Stock Code: 0099).

The shares of these companies are listed on the Stock Exchange
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

Mr. Ma graduated from Hong Kong Shue Yan College (predecessor of Hong Kong
Shue Yan University) in 1989 with a diploma in business administration. In 1993,
he obtained a diploma in accounting from School of Professional and Continuing
Education, University of Hong Kong. In 1998, he obtained a professional

diploma for financial controllers & finance directors of foreign investment &
foreign enterprise in China, which was jointly awarded by School of Management
Zhongshan University, China and The Hong Kong Management Association. In
2003, he obtained a bachelor of business administration degree with honours in
accounting from the Open University of Hong Kong.

MR. CHEN JOHNNY

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Chen Johnny, aged 57, has been an independent non-executive Director,

the chairman of the audit committee of the Company and a member of the
remuneration committee of the Company since June 2010. He was also
appointed as a member of the nomination committee of the Company with

effect from 15 March 2013. He is currently senior advisor of each of LionRock
Capital Limited and Reignwood Group and an Adjunct Associate Professor of the
Department of Finance and the Department of Management, Hong Kong University
of Science and Technology. From 2005 to 2007, Mr. Chen was the chief
executive officer of Greater China region of Zurich Insurance Group (“Zurich”).
From 2007 to 2010, Mr. Chen was the chief executive officer of Greater China
and South East Asia of Zurich. From 2010 to 2013, Mr. Chen was the chief
executive officer of Asia Pacific General Insurance of Zurich Financial Services Ltd.
From 2012 to 2014, Mr. Chen was also a member of the leadership team and
the Asia Pacific executive committee of Zurich. In 2013, Mr. Chen was appointed
as the chairman of the Life and General Insurance businesses of Zurich in China
until his departure in 2014. During his 10 years of service with Zurich, Mr. Chen
assisted the expansion of Zurich in China and in the Asia Pacific business regions.

Prior to joining Zurich, Mr. Chen was an executive member of the Greater China
management board and of the operating committee of PricewaterhouseCoopers
(“PwC"). He was also the managing partner of PwC's Beijing office. During his
tenure of service in PwC, Mr. Chen contributed to the firm’s strategic development,
particularly in the China Market.
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ESNSHEERAEBFE

Mr. Chen has been appointed as an independent non-executive director of Stella
International Holdings Limited* (Stock Code: 1836), Uni-President China Holdings
Ltd.* (Stock Code: 220), China Minsheng Financial Holding Corporation Limited*
(Stock Code: 245) and Alibaba Pictures Group Limited* (Stock Code: 1060) with
effect from 6 February, 2009, 1 December 2015, 11 December 2015 and 29
January 2016 respectively. Mr. Chen was a non-executive director of New China
Life Insurance Company Ltd.* (Stock Code: 1336) during the period from 2005
to 14 January 2014. The shares of New China Life Insurance Company Ltd.
commenced listing on the Stock Exchange on 15 December 2011,

Mr. Chen received a master's degree in accounting from the University of Rhode
Island and is a U.S. qualified certified public accountant.

MR. LIEN JOWN JING, VINCENT

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Lien Jown Jing, Vincent, aged 56, is an independent non-executive Director
and a member of both the audit committee and the remuneration committee

of the Company. Mr. Lien joined the Group in June 2013. He has served as
independent non-executive director of CT Environmental Group Limited™ (Stock
Code: 1363) since 15 April 2014, On 16 April 2013, he has been appointed as
a non-executive director of Primeline Energy Holdings Inc. (TSX Venture Exchange
trading symbol: PEH), the shares of which are listed on the TSX Venture Exchange
in Canada. Mr. Lien was an independent non-executive director of Focus Media
Network Limited” (Stock Code: 8112) during the period from June 2011 to April
2015, Up Energy Development Group Limited* (Stock Code: 0307) from April
20711 to January 2016 and ILFS Wind Power Limited, a Singapore company,
from September 2013 to September 2016. Mr. Lien was the chairman and an
independent non-executive director of Loyz Energy Limited, a company listed in
Singapore, during the period from November 2013 to November 2014,

The shares of these companies are listed on the Stock Exchange
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

Mr. Lien is currently a director of Wah Hin & Company, a Singapore incorporated
private investment holding company and the Maritime and Port Authority

of Singapore. He has over 25 years of experience in the banking industry,
specializing in corporate finance and capital management in Hong Kong, the
PRC, Singapore and South-east Asia. Mr. Lien held various senior positions at
several major multinational banking institutions including Swiss Bank Corporation
and Bankers Trust & Company. He was the managing director in the financial
institutions & public sector division of ABN AMRO Bank.

Mr. Lien obtained a bachelor degree in business administration from the University
of New Brunswick in 1986.

MR. NG SAU KEI, WILFRED

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. Ng Sau Kei, Wilfred, aged 52, has been an independent non-executive
Director and a member of both the audit committee and the remuneration
committee of the Company since June 2010. Mr. Ng was appointed as a member
of the nomination committee and the chairman of remuneration committee of the
Company with effect from 15 March 2012 and 15 March 2013 respectively. Mr.
Ng joined the Group in June 2010. Mr. Ng was an independent non-executive
director of China Wah Yan Healthcare Limited* (Stock Code: 648, formerly known
as China Renji Medical Group Limited) during the period from 30 April 2007 to 1
October 2008.

Mr. Ng holds positions in various charitable and social organisations. He is a
member of the advisory board of Yanchai Hospital, of which he was the chairman
of the board of directors during the term of year 2009-2010. He is also the
president of the Handball Association, Hong Kong, China.

Mr. Ng also serves as a member of certain advisory committees of the HKSAR
Government, namely the Sports Commission and The Fight Crime Committee.

He was awarded the Medal of Honour in 2004 and the Silver Bauhinia Star in
20710 and appointed as an unofficial Justice of the Peace in 2007 by the HKSAR
Government. In May 2011, Mr. Ng received a Hon. Doctor of Laws degree from
the University of Western Ontario.

The shares of this company is listed on the Stock Exchange
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ESNSHEERAEBFE

SENIOR MANAGEMENT

BREEAE

Mr. Li Ning, Mr. Chan Ling, Mr. Li Chunyang and Mr. Li Qilin, being the executive WITESTELELE REELE - THEBLEE

Directors, are also the senior management of the Group.

REBBEETSARESREEAR

DISCLOSURE ON CHANGES IN INFORMATION OF FRESEREHZHE

DIRECTORS

Pursuant to Rule 17.50A(1) of the GEM Listing Rules, the changes in details BIEBIZER LR B 17 50AN K RAR

of the Directors’ information subsequent to the date of the interim report of the ABE_ZE—R"E~NAZTHILEANERZ

Company for the six months ended 30 June 2016 are set out below: FHEIRE REE  EE AR EHFIBEYIW

T

Name Details of Changes

®E SEFE

Mr. Li Qilin Under the service agreement between the Company and Mr. Li Qilin as an executive Director, Mr. Li is entitled
to receive an annual director’s fee of HK$150,000 and a fixed salary of HK$1,300,000 in aggregate per
annum with effect from 1 January 2017 which were determined by with reference to his duties, responsibilities
and performance.

X yp e BEBERARFRIEPTESFTEBLE Y 2RBEL TREERAAKNNESTHEEE

150,000/ 7T R [E T F 1,300,000/ 70 W &2 EHBK EEMKEMETE TR
—E—tFE—-A—BEEW-

Mr. Lien Jown Jing, Vincent

BRIERE

resigned as an independent non-executive director of ILFS Wind Power Limited, a Singapore company, on 22
September 2016.
MRZZE—RNFNA =+ = B EFEF 3 2 FIILFS Wind Power Limited 2 B JFFAITESE o
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The Directors present their report and the audited financial statements for the year
ended 31 December 2016.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company is investment holding. The Company

and its subsidiaries are principally engaged in (i) sports talent management

and competition/event production and management and provision of sports
consultancy service; and (i) property and community development, research
and development, manufacturing, marketing and sales of construction materials,
operation of sports park and consultancy and sub-contracting services.

The principal activities and other particulars of the principal subsidiaries of the
Company as at 31 December 2016 are set out in note 36 to the financial
statements.

Further discussion and analysis of the business review required by Schedule 5
to the Hong Kong Companies Ordinance for the year ended 31 December 2016
is set out in the Chairman’s Statement, the Business Review and the Financial
Review of this annual report. This discussion forms part of this Report of the
Directors.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2016 and the state of affairs
of the Company and the Group at that date are set out in the financial statements
on pages 95 to 174.

The Directors did not declare an interim dividend and did not recommend the
payment of a final dividend for the year ended 31 December 2016.

PROPERTY, PLANT AND EQUIPMENT

Movements in the property, plant and equipment of the Company and the Group
during the year are set out in note 12 to the financial statements.
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SHARE CAPITAL

During the year, the Company issued 16,068,000 Shares upon exercise of
share options pursuant to the Company's share option scheme. The consideration
received in aggregate for issue of shares upon the aforesaid exercise of share
options amounted to HK$8,034,000.

In December 2016, the Company had issued to Lake Tai Investment Holdings
Limited (“Lake Tai”, an indirect wholly-owned subsidiary of China Huarong Asset
Management Co., Ltd. (“China Huarong”)) the convertible note in the aggregate
principal amount of HK$778,000,000 (the “Convertible Note") bearing an
interest at the rate of 5% per annum and Lake Tai had paid HK$778,000,000
for subscription of the Convertible Note pursuant to the subscription agreement
dated 5 December 2016 entered into between the Company and Lake Tai (the
“Subscription Agreement”). The issuance of the Convertible Note was beneficial
to the Group by enhancing its financing capability and flexibility to timely seize
investment and collaboration opportunities of potential community development
projects for further developing Li Ning Sports Parks, national sport facilities,
sports community and other related projects brought by the preferential national
policies and the sports industry development during the 13th Five-Year Plan
period. The issuance of the Convertible Note also marked a closer relationship

of the Company with the group of China Huarong for further collaboration and
business development since the Group intended to pursue the opportunity to
jointly establish the sports industry fund with the group of China Huarong for the
purpose of investing in the Group's various sports-related projects. The Convertible
Note is convertible in full at the initial conversion price of HK$0.840 per Share
into a maximum of 926,190,476 Shares at any time during the conversion
period, provided that the conversion rights may not be exercised, if following such
exercise, the Company's minimum public float in Shares cannot be maintained, or
if such exercise is prohibited by the Hong Kong Code on Takeovers and Mergers.
The details of the issuance of the Convertible Note were set out in the Company's
announcement dated 5 December 2016. No Shares were issued under the
Subscription Agreement and the Convertible Note during the year and up to the
date of this report.

Details of the share capital, the perpetual convertible bonds and the convertible
note during the year are set out in notes 27, 29 and 25 to the financial
statements.

EQUITY-LINKED AGREEMENTS

Save as disclosed in this report, no equity-linked agreements were entered into by
the Group, or existed during the year.
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RESERVES

As at 31 December 2016, the Company’s reserves available for distribution
to Shareholders comprising share premium account less accumulated losses,
amounted to approximately HK$2,030,527,000 (2015: HK$2,068,323,000).

Details of movements in the reserves of the Company and the Group during the
year are set out in note 37 to the financial statements and in the consolidated
statement of changes in equity on page 98 respectively.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest customers (including LN
Group) accounted for approximately 64% of the total sales for the year and sales
to the largest customer included therein accounted for approximately 19% of the
total sales.

Purchases from the Group'’s five largest suppliers accounted for approximately
58% the total purchases for the year and purchases from the largest supplier
included therein accounted for approximately 17% of the total purchases.

As at 31 December 2016, Mr. Li Ning, the Chairman, the Chief Executive Officer
and an executive Director, was also deemed under Part XV of the SFO to be
interested in 2,561,120 LN Shares held by Alpha Talent Management Limited (a
company wholly-owned by Mr. Li Ning), 3,311,006 LN Shares held as personal
interest, 1,509,470 share options granted under the 2004 share option scheme
of Li Ning Co at an exercise price of HK$6.35 per LN Share and 4,753,900
unvested restricted LN Shares under the restricted share award scheme of Li
Ning Co, which in aggregate amounted to 12,135,496 LN Shares and underlying
LN Shares (representing approximately 0.61% shareholding interest in the share
capital of Li Ning Co as at 31 December 2016). Mr. Li Ning is also the executive
chairman, the interim chief executive officer and an executive director of Li Ning
Co.

Save as disclosed above for the purpose of the Chapter 18 of the GEM Listing
Rules, none of the Directors, their close associates or any shareholder (which to
the knowledge of the Directors own more than 5% of the Company’s issued share
capital) had an interest in the major customers or suppliers of the Group.

GROUP 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 177 of this annual report.

PRE-EMPTIVE RIGHTS

No pre-emptive rights exist in the jurisdiction of the Cayman Islands in which the
Company is incorporated.

REPORT OF THE DIRECTORS
EESHE

R

RZE-—RE+ZA=+—B KRQATA
MREDRZEEBERDZERRZ
B518 49 A2,030,527,0008 T (ZE—HFE:
2,068,323,000i# 7T ) °

ARBREAEBRFAZREBEEFE 2
IEHR BRI REBEZ R ER
EERA-

FREEFRHEER

REEFR AEEHRAAREF (BEZE
EE)EH 2 HEREFENEESBEEL64%
EFHRATFIEHZHERANLHEER
EB819% o

/

AEBERARHERIEL ZRBRIEAFE
REQEN8 EPHEAHEEIELZ
RBBUOERBERT% -

RZZE—RE+_A=+—8 BEZFHFR
HEIEGIEXVES EFE - 1TREHEHTE
2B 5 A& IR AR A 7 Alpha Talent Management
Limted (HZEBEE2BEHRBEZRT)EE
22,561,1200 F AR 15 - hf/ﬂlmféﬁz
3,311,006k = E/ ) HRBEFTEQR T
U0 F B R R AT B iR fﬂ%f‘fﬂk? Hx%
6.3578 JL IR 1 2.1,509,47017 B A% #E M AR 1R =
=N AR B AR (D 2B FT &Y 2 4,753,900/% &
:J%BE%IJIE?A& (A $12,135,496/8F %
B EEBTERD R — X F+=A
=t-— E%fﬁ?*/&ﬂﬂxmqﬂzw’%&oa%)
FHREES TELEENATEQR 2T
ITHE RBITRERRAITES -

B E R AIRAR B8 Mt 2 R
B BEER RECAEEHEALD
% F A AR A B BT IRAS% L2 AT
ARE FALEEEEES R HAEETE
W3 -

EEMBHE

AEBRBERBEAYREE ZXEREER
BEME N AFEREIT7TE -

BEBEHE

AR FI M ATAE LR 8BS ALEHER I AR (R
SRR E ML BUE

ANNUAL REPORT 2016 F#R

55



56

REPORT OF THE DIRECTORS
EESHS

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

There was no purchase, sale or redemption by the Company, or any of its
subsidiaries, of any listed securities of the Company during the year.

DIRECTORS

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

Executive Directors

Mr. Li Ning (Chairman & Chief Executive Officer)
Mr. Chan Ling (Chief Operating Officer)

Mr. Li Chunyang

Mr. Li Qilin

Non-executive Directors

Mr. Chan James
Mr. Ma Wing Man

Independent non-executive Directors

Mr. Chen Johnny
Mr. Lien Jown Jing, Vincent
Mr. Ng Sau Kei, Wilfred

The terms of office of each Director are subject to retirement by rotation in
accordance with the Company’s articles of association.

At the forthcoming annual general meeting, Mr. Chan Ling, Mr. Li Chunyang and
Mr. Chen Johnny will retire as Directors by rotation and, being eligible, offers
themselves for re-election in accordance with articles 108(A) and 108(B) of

the articles of association of the Company and pursuant to Appendix 15 of the
GEM Listing Rules. Further particulars of the Directors to be re-elected at the
forthcoming annual general meeting are set out in the circular to the shareholders
sent together with this annual report. All other existing Directors shall continue in
office.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors and the senior management of the Group are
set out on pages 46 to 52 of the annual report.
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DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming annual general meeting
has a service contract with the Company which is not determinable by the
Company within one year without payment of compensation, other than statutory
compensation.

Particulars of the emoluments of the Directors on a named basis for the year are
set out in note 8 to the financial statements.

PERMITTED INDEMNITY PROVISION

Pursuant to the articles of association of the Company, every Director shall be
entitled to be indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution of the duties
of his/her office or otherwise in relation thereto.

The Company has arranged appropriate directors” and officers’ liability insurance
coverage for the Directors and officers of the Group throughout the year.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in this report, there were no other transactions, arrangements
or contracts of significance in relation to the Group's business to which the
Company's or any of its subsidiaries was a party, and in which a Director or its
connected entities had a material interest (whether directly or indirectly) subsisting
at the end of the year or at any time during the year.

SHARE OPTION SCHEME

On 29 June 2010, the Company passed an ordinary resolution to adopt a

share option scheme (the “Scheme”) for the purpose of providing incentives to
participants to contribute to the Group and/or to enable the Group to recruit high-
calibre employees and/or attract human resources that are valuable to the Group.
Participants of the Scheme include employee, officer, agent, consultant, business
associate or representative of the Company or any subsidiary or otherwise
contributes to the success of the Group, including any executive, non-executive
or independent non-executive director of the Company or any subsidiary who,

as the Board or a committee comprising Directors and members of the senior
management of the Company (the "Committee”) (as the case may be) may
determine in its absolute discretion, is regarded as valuable human resources of
the Group based on his working experience, knowledge in the industry and other
relevant factors, and subject to such conditions as the Board or the Committee
(as the case may be) may think fit. The Scheme will remain in force for period of
10 years commencing on 29 June 2010.
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The overall limit on the number of Shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the Scheme and
any other share option schemes of the Company must not, in aggregate, exceed
30% of the number of Shares in issue from time to time. In addition, the total
number of Shares which may be issued upon exercise of all options to be granted
under the Scheme and any other share option schemes of the Company must not,
in aggregate, exceed 10% of the nominal amount of all the Shares in issue as at
the date of adoption of the Scheme (the “Scheme Mandate Limit"). The Company
may, from time to time, refresh the Scheme Mandate Limit by obtaining the
approval of the shareholders in general meeting. Once refreshed, the total number
of Shares which may be issued upon exercise of all options to be granted under
the Scheme and all other share option schemes of the Company under the limit,
as refreshed, must not exceed 10% of the number of Shares in issue as at the
date of approval of the refreshment by the Shareholders. The Scheme Mandate
Limit amounted to 607,639,472 Shares following the approval of refreshment

by the Shareholders on 4 November 2013. As at the date of this report, the total
number of Shares available for issue under the Scheme is 689,472, representing
0.01% of the existing number of issued Shares.

The maximum number of shares issuable under share options to each eligible
participant in the Scheme within any 12-month period is limited to 1% of the
shares of the Company in issue as at the proposed date of grant. Any further grant
of share options in excess of this limit is subject to shareholders’ approval in a
general meeting.

The offer of a grant of share options under the Scheme may be accepted within
28 days from the date of offer, upon payment of a nominal consideration of
HK$1 in total by the grantee. The exercise period of the share options granted

is determinable by the Board or the Committee, save that such period shall not
be more than 10 years from the date of grant. Unless the Board may otherwise
determine, there is no minimum period required under the Scheme for the holding
of an option before it can be exercised.

The exercise price of share options is determinable by the Board or the
Committee, but shall be at least the highest of (i) the Stock Exchange closing
price of the Shares on the date of grant of the share options; (ii) the average
Stock Exchange closing price of the Shares for the five trading days immediately
preceding the date of grant; and (i) the nominal value of the Shares.

Share options do not confer rights on the holders to dividends or to vote at
shareholders” meetings.
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Number of Share Options
BREHE

Movement of the share options under the Scheme outstanding as at the end of
the reporting year are as follows:

Exercised Cancelled/
Balance as at during lapsed during Balance as at
Date of Grant 1.1.2016 the year the year 31.12.2016
R R®
“E-RF —E-XRE
-B-H - RER +=A=t-F
REBH #eh RERFTE HE P e
Directors
g2
%hﬂgg 02.07.2013 6,000,000 - (1,500,000) 4,500,000 @@
CHAN Ling 02.07.2010 6,000,000 - (2,000,000) 4,000,000 (&)
Rz 02.07.2013 60,000,000 - (15,000,000) 45,000,000 01
L Chungang 02.07.2010 6,000,000 - (2,000,000) 4,000,000 &)
&k 02.07.2013 52,000,000 - (13,000,000) 39,000,000 @@
LI Qilin 02.07.2013 6,000,000 - - 6,000,000 ©
CHAN James 02.07.2013 15,000,000 - - 15,000,000 @
Bt B
MA Wing Man 02.07.2010 1,000,000 - (333,333) 666,667 ()
Bk 02.07.2013 4,752,000 (564,000) - 4,188,000 291
CHEN Johnny 02.07.2010 1,000,000 - (333,333) 666,667 (0
ER 02.07.2013 6,000,000 (1,500,000) - 4,500,000 @&
LIEN Jown Jing, Vincent 02.07.2013 6,000,000 - - 6,000,000 @
ERE
NG Sau Kei, Wilfred 02.07.2010 1,000,000 - (333,333) 666,667 (0
RTHE 02.07.2013 6,000,000 - (1,500,000) 4,500,000 @&
176,752,000 (2,064,000) 36! (35,999,999) 138,688,001
Other employees
2iokA
\Rgggregate 02.07.2010 3,400,000 - (1,133,333) 2,266,667
a7
\/n_\qggregate 06.09.2010 3,600,000 - (400,000) 3,200,000 ©
A
\Raiggregate 20.09.2011 6,166,667 - (3,066,667) 3,100,000 @
a7
\Rgggregate 02.07.2013 90,500,000 (3,900,000) (16,628,000 69,972,000 0
a7
\/n_\qggregate 20.06.2014 21,540,000 - (820,000) 20,720,000 ®
(=)
125,206,667 (3,900,000) "0 (22,048,000) 99,258,667
Other grantees
Hi &R A
\/m\qggregate 06.09.2010 2,400,000 - (800,000) 1,600,000 ©
a7
\R@Jrgregate 20.09.2011 3,216,000 - (1,800,000) 1,416,000 10
a7
\/m\gggregate 02.07.2013 114,500,000 (10,104,000 (15,896,000) 88,500,000 ™
=
\/m\qggregate 20.06.2014 183,000,000 - (10,000,000) 3,000,000
=l
133,116,000 (10,104,000) ¢ (28,496,000) 94,516,000
435,074,667 (16,068,000) (86,543,999) 332,462,668
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The share options as at 1 January 2016 comprised the following: () 2,000,000 share M (a)
options with exercisable period from 2 July 2011 to 1 July 2016; (i) 2,000,000

share options with exercisable period from 2 July 2012 to 1 July 2017; and (iii)

2,000,000 share options with exercisable period from 2 July 2013 to 1 July 2018.

The number of share options under (i), (i) and (iii) of this note was 0, 2,000,000, and

2,000,000 respectively as at 31 December 2016.

The share options as at 1 January 2016 comprised the following: (i) 333,333 share (b)
options with exercisable period from 2 July 2011 to 1 July 2016; (i) 333,333 share

options with exercisable period from 2 July 2012 to 1 July 2017; and (i) 333,334

share options with exercisable period from 2 July 2013 to 1 July 2018. The number

of share options under (i), (ii) and (iii) of this note was 0, 333,333 and 333,334

respectively as at 31 December 2016.

The share options as at 1 January 2016 comprised the following: (i) 1,500,000 share 2) (a)
options with exercisable period from 2 July 2013 to 1 July 2016; (i) 1,500,000

share options with exercisable period from 2 July 2014 to 1 July 2017; (iii)

1,500,000 share options with exercisable period from 2 July 2015 to 1 July 2018;

and (iv) 1,500,000 share options with exercisable period from 2 July 2016 to 1

July 2019. The number of share options under (i), (i), (ili) and (iv) of this note was 0,

1,500,000, 1,500,000 and 1,500,000 respectively as at 31 December 2016.
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(b)) The share options as at 1 January 2016 comprised the following: (i) 15,000,000 (b) RZE—R"F-A—BZERERIETS
share options with exercisable period from 2 July 2013 to 1 July 2016; (ii) %IE CTEHA-ZE—=ZFtA-HZE
15,000,000 share options with exercisable period from 2 July 2014 to 1 July 2017; —ZE— X%+t A—H 15,000,000 8 %
(iily 15,000,000 share options with exercisable period from 2 July 2015 to 1 July B (TERAZTS—NFEAZHEZ
2018; and (iv) 15,000,000 share options with exercisable period from 2 July 2016 to —tFtA—H ZT 5,000,00017 B8 A% 4 : (iii)
1 July 2019. The number of share options under (), (i), (i) and (iv) of this note was 0, TEHAEA-_ZF—AFEtA-HEZZ—N
15,000,000, 15,000,000 and 15,000,000 respectively as at 31 December 2016. F+ A —H215,000,00017 8RR HE © K (v1T

FHA—TE-—R"FLtAZREZT—hLF
+ A —H 215,000,000 i R4 o B 32 ()
(i~ (ivEZ BREZER_ZT—F
TZA=+—RB551/0t3 15,000,000 *
15,000,0001 %15,000,00015 ©

(¢)  The share options as at 1 January 2016 comprised the following: (i) 13,000,000 © RZFE-—RF-A-—BzZ2BERERET?
share options with exercisable period from 2 July 2013 to 1 July 2016; (i) FHE: (VTEHR=-FE—=FtAZ-HZE
13,000,000 share options with exercisable period from 2 July 2014 to 1 July 2017; —ZE— X%+t A—H 213,000,000 & Hx
(iif) 13,000,000 share options with exercisable period from 2 July 2015 to 1 July B ()TERA-E—NFEAZHE
2018; and (iv) 13,000,000 share options with exercisable period from 2 July 2016 to —+F+H—H213000, 0001‘%1%%% (i)
1 July 2019. The number of share options under (), (i), (iii) and (iv) of this note was 0, TEHE-_ZE—RAFEtAZHE-_ZT—)N\
13,000,000, 13,000,000 and 13,000,000 respectively as at 31 December 2016. F+ A—H213,000,00017 8 I 4E : K (v)7T

FHA—TE-—R"FLtAZHREZT—hLF
+ A —H 213,000,000 & AR A o B 72 ()

(i (iZBEZBREBBR_Z—RF
TZA=+—RB251&0t 13,000,000
13,000,00015 %13,000,00015 ©

(d)  The share options as at 1 January 2016 comprised the following: (i) 564,000 share d RZF-—R"F-A—BZ2BERERET?
options with exercisable period from 2 July 2013 to 1 July 2016; (i) 1,500,000 BE: (TRPRA-FT=FLtA-HE
share options with exercisable period from 2 July 2014 to 1 July 2017; (i) ;faﬁtﬂ H 2564,00017 B AR % - (i)
1,188,000 share options with exercisable period from 2 July 2015 to 1 July 2018; TEHAE-_FT—NF+tA-HEZZ—+
and (v) 1,500,000 share options with exercisable period from 2 July 2016 to 1 F+ A —H 21,500,00017 8 A% # : (i)77E
July 2019. The number of share options under (i), (ii), (i) and (iv) of this note was 0, Hﬂ?’%: T-—AFtAZHE-_ZT—\F+t
1,500,000, 1,188,000 and 1,500,000 respectively as at 31 December 2016, — B 21,188,00017 ¥ A% 4 © K (v)77 £ 57

7%_ T-R"FLtAZHEZ= %—hﬁtﬂ
— B 21,500,000 B8 A% 4 AR F 2 ()~ (i) ~ (i)

WEZ%W%%EWZ”*F¢+:H
=+—H%53A0t 1,500,000 1,188,000
1% %1,500,00017 °

The share options are exercisable for a period of 3 years after vested subject to the vesting @) EREITNEBE-FANITE HADINZ-Z

schedule in tranches of one-third each on 2 July 2014, 2 July 2015 and 2 July 2016 —NFEF+LtA-_B ZZE—HEFtA-BR=-Z

respectively. —ANFEtAZHBEBEBREIBAEHEBE=52
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(4) The share options as at 1 January 2016 comprised the following: (i) 1,133,333 share options (4)

with exercisable period from 2 July 2011 to 1 July 2016; (ii) 1,133,333 share options with
exercisable period from 2 July 2012 to 1 July 2017; and (iii) 1,133,334 share options with
exercisable period from 2 July 2013 to 1 July 2018. The number of share options under (i), (i)
and (iil) of this note was 0, 1,133,333 and 1,133,334 respectively as at 31 December 2016.

5) The share options as at 1 January 2016 comprised the following: (i) 400,000 share options (5)
with exercisable period from 6 September 2011 to 5 September 2016; (i) 400,000 share
options with exercisable period from 6 September 2012 to 5 September 2017; (jii) 400,000
share options with exercisable period from 6 September 2013 to 5 September 2018;
(iv) 1,200,000 share options with exercisable period from 6 September 2014 to 5
September 2019; and (v) 1,200,000 share options with exercisable period from 6 September
2015 to 5 September 2020. The number of share options under (i), (ii), (iii), (iv) and (v) of this
note was 0, 400,000, 400,000, 1,200,000 and 1,200,000 respectively as at 31 December
2016.

(6) The share options as at 1 January 2016 comprised the following: (i) 3,066,667 share options (6)
with exercisable period from 20 September 2014 to 19 September 2016; and (i) 3,100,000
share options with exercisable period from 20 September 2015 to 19 September 2017. The
number of share options under (i) and (ii) by this note was 0 and 3,100,000 respectively as at
31 December 2016.

(7) The share options as at 1 January 2016 comprised the following: (i) 20,000,000 share (7)
options with exercisable period from 2 July 2013 to 1 July 2016; (i) 23,500,000 share
options with exercisable period from 2 July 2014 to 1 July 2017; (iii) 23,500,000 share
options with exercisable period from 2 July 2015 to 1 July 2018; and (iv) 23,500,000 share
options with exercisable period from 2 July 2016 to 1 July 2019. The number of share options
under (1), (ii), (iiiy and (iv) of this note was 0, 22,972,000, 23,500,000 and 23,500,000
respectively as at 31 December 2016.
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The share options as at 1 January 2016 comprised the following: () 5,140,000 share options
with exercisable period from 20 June 2014 to 19 June 2017; (i) 5,466,666 share options
with exercisable period from 20 June 2015 to 19 June 2018; (iii) 5,466,667 share options
with exercisable period from 20 June 2016 to 19 June 2019; and (iv) 5,466,667 share
options with exercisable period from 20 June 2017 to 19 June 2020. The number of share
options under (i), (ii), (iii) and (iv) of this note was 5,120,000, 5,200,000, 5,200,000 and
5,200,000 respectively as at 31 December 2016.

The share options as at 1 January 2016 comprised the following: (i) 800,000 share options
with exercisable period from 6 September 2011 to 5 September 2016; (i) 800,000 share
options with exercisable period from 6 September 2012 to 5 September 2017; and (iii)
800,000 share options with exercisable period from 6 September 2013 to 5 September
2018. The number of share options under (i), (il) and (ifi) of this note was 0, 800,000 and
800,000 respectively as at 31 December 2016.

The share options as at 1 January 2016 comprised the following: () 1,800,000 share options
with exercisable period from 20 September 2014 to 19 September 2016; and (ii) 1,416,000
share options with exercisable period from 20 September 2015 to 19 September 2017, The
number of share options under (i) and (ii) of this note was O and 1,416,000 respectively as at
31 December 2016.

The share options as at 1 January 2016 comprised the following: (i) 26,000,000 share
options with exercisable period from 2 July 2013 to 1 July 2016; (i) 29,500,000 share
options with exercisable period from 2 July 2014 to 1 July 2017; (iii) 29,500,000 share
options with exercisable period from 2 July 2015 to 1 July 2018; and (iv) 29,500,000 share
options with exercisable period from 2 July 2016 to 1 July 2019. The number of share options
under (i), (i), (iii) and (iv) of this note was 0, 29,500,000, 29,500,000 and 29,500,000

respectively as at 31 December 2016.
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FLAZHEZZT—+EF+HA—HZ29,500,0001%
B (TEEAE—RAFLtA-BRE_ZF
— \F+ A— B 229,500,000 B8 B& 4 + & (v)TT1E
WAE-Z— A EtAZBE-_Z—Hh&FE+LH—H
2.29,500,00017 i AR 42 o AN BT 5 () ~ (i) ~ (i) B (v) I 2
BRIEHER =T —ﬁ¢+_ﬁ:+—aﬁﬁuz%
012 + 29,500,0001% ~ 29,500,00013 % 29,500,00017 °
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(12)  The share options as at 1 January 2016 comprised the following: (i) 1,000,000 share options (12)

(13)

(15)

with exercisable period from 20 June 2014 to 19 June 2017; (i) 4,000,000 share options
with exercisable period from 20 June 2015 to 19 June 2018; (iii) 4,000,000 share options
with exercisable period from 20 June 2016 to 19 June 2019; and (iv) 4,000,000 share
options with exercisable period from 20 June 2017 to 19 June 2020. The number of share
options under (i), (if), (iii) and (iv) of this note was 1,000,000, 1,000,000, 1,000,000 and 0
respectively as at 31 December 2016.

(a) The weighted average closing price immediately before the dates on which the share (13)

options were exercised was HK$0.65.

(b) The weighted average closing price immediately before the dates on which the share

options were exercised was HK$0.66.

(c) The weighted average closing price immediately before the dates on which the share

options were exercised was HK$0.65.

The exercise prices of the share options are as follows: (14)

Date of Grant

RZT—RNF-—A—BZERESIETIEE:
TEHA—Z—NEXA=-Z+HE=-Z—LF
N A+ UH 21,000,000 B AR ()ITER A=
E-RAFANAZt+BE-Z—N\FA~ATAHA
24,000,00010 BB BRAE : (NTTEBMAZT—REX
AZ+RAZEZZF— %X A+ H 240000001
BRE: RMTERA-Z—+FA-1+HZE
ZZEZTF XA+ H 24,000,000 B o A&
FEEEG) ~ (i)~ (i) B (B2 BEIREEE RN ZF—RF
+=A=+—H%51/1,000,0001 * 1,000,00013
1,000,000 F 017 °

(@) REXBRBEEITERSAZNEFHK
TER0.658 7T o

b)) AEEEREETEB AT NEFHI
M {& 50.6676 7T °

0 REXBRBEITERMAZNEFHK
TER0.658 7T o

PR ZITEENT

Exercise Price per Share (HK$)

BHEBH BRITEE(BT)
02.07.2010 3.90
06.09.2010 415
20.09.2011 0.75
02.07.2013 0.50
20.06.2014 0.80
No share options were granted during the year ended 31 December 2016, (15 REBEZZT—"F+ZA=+—HLFEAHRE
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INTERESTS AND SHORT POSITIONS OF DIRECTORS AND
THE CHIEF EXECUTIVE IN THE SHARES AND UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2016, the interests and short positions of the Directors and
chief executive of the Company in the Shares, underlying shares and debentures
of the Company and its associated corporations (within the meaning of Part XV

of the SFO) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions which the Directors and chief executive of the Company

were deemed or taken to have under such provisions of the SFO), or which

were required to be and are recorded in the register required to be kept by

the Company pursuant to Section 352 of the SFO, or as otherwise required to

be notified to the Company and the Stock Exchange pursuant to the required
standard of dealings by Directors as referred to in Rules 5.46 to 5.67 of the GEM
Listing Rules were as follows:

Long Positions in the Shares, underlying Shares and debenture

of the Company

Number of Shares/underlying

REPORT OF THE DIRECTORS

EESRE
ESRHERRAADREEY
EERAREHRARERES
By

R-E—XNE+-F=+—8 KARQrRIzE
ERTHRBHERARG REREEE ( X
RIBHFREEERG] EXVEL) 2% - B8
B REEET HEARBEEFRBER
BIEXVERET R EeD e AN T KB FT
ZHEBRAR ( BREARRESR RITEREE
mvim%&ﬁﬂifﬂmmﬁﬁaMﬁz%ﬁ%ﬁ%&”‘f’ﬁ
}gﬁﬁZT’E /)\E ) jZ/lé‘//\&El naﬁﬁ/\$

AIREBEZRF LSRRI EGMFEE SR
MziEm kAR HIREAIZER EWRANE
546567 ERESTEE C REIRE

BHNEARRRBRAI S ARWNT

RAEXRRMD HBEROREEEZ2HFE

Shares held .
Approximate
frsiRe/ HERAEE percentage of
Nature of Interest shareholding
Bty Number of as at
Personal Corporate  share options 31 December
Name of Director Capacity interests interests held® Total interests 2016
RZB-RE
+ZA=+-H
Frs i R g Fir s IR 7
EEps &4 fBAER ARER HER ERAH BAEDH
Mr. LI Ning Beneficial owner 20,008,000 4,500,000
FERE ERfEBA 8,236,951,151(1) 93.98%
Interest of controlled - 8,212,4431510 -
corporation
XEHEEER
Interest of controlled - 544,241,573 - 544,241,573(S) 6.21%
corporation
XEHEEER
Mr. CHAN Ling Beneficial owner 60,607,669 - 49,000,000 109,607,669(L) 1.25%
RELE EnEA
M. LI Chunyang Beneficial owner 13,067,669 - 43,000,000 56,067,669(L) 0.64%
FEGEE ExRA
Mr. LI Qilin Beneficiary of trusts 6,080,022,7692 - -
FHELE FBREXHEA
Beneficial owner - - 6,000,000 6,086,022, 769(L) 69.44%
ERBEAA
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Number of Shares/underlying
Shares held )

Approximate

FrsRe,/ HERAEE percentage of

Nature of Interest shareholding

BEHE Number of as at

Personal Corporate  share options 31 December

Name of Director Capacity interests interests held® Total interests 2016

RZZE-RE

+ZA=+-H

B RE Fris iR g

EEpsg 5t BAER NEER #EO BEAH R

MIr. CHAN James Beneficial owner - - 15,000,000 15,000,000(L) 0.17%
BEDLE ExBA

M. MA Wing Man Beneficial owner 600,000 - 4,854,667 5,454,667(L) 0.06%
AL ExBEEA

Mr. CHEN Johnny Benefic@\ owner 600,000 - 5,166,667 5,766,667(L) 0.07%
REREE ExBA

Mr. LIEN Jown Jing, Vincent Beneficial owner - - 6,000,000 6,000,000(L) 0.07%
ERELE ExBEEA

Mr. NG Sau Kei, Wilfred Beneficial owner 3,400,000 - 5,166,667 8,566,667(L) 0.10%
RFERE EREAA

(L) and (S) represent long position and short position respectively

Notes:

LR ©O)DRIELF R KRR

GEE

1.

Mr. Li Ning is deemed to be interested in the long positions of 8,212,443,151 Shares in
aggregate through his interests in Lead Ahead Limited (“Lead Ahead"), Victory Mind Assets
Limited (“Victory Mind Assets") and Dragon City Management (PTC) Limited (“Dragon City"),
respectively and the short position of 544,241,573 Shares through his interests in Lead Ahead,

Z= %8 5L 4 3% B LA T R Lead Ahead Limited ([ Lead
Ahead | ) ~ Victory Mind Assets Limited ( ['Victory Mind
Assets | ) & Dragon City Management (PTC) Limited
(IDragon City DD Rl EREMERAEESE

as follows; 8,212,443 151 B 17 17 B 2 # 7 I35 38 B Lead
Anead ¥ /8 1 25 M 315 B 544,241,573 8% B 19 74
Bl

() the long position of 2,132,420,382 Shares and the short position of 544,241,573 () 2,132,420,382% A% 17 &F & K 544,241 5730

Shares are held by Lead Ahead, which is owned as to 60% by Mr. Li Ning and 40% by
Mr. Li Chun. Mr. Li Ning is also a director of Lead Ahead;

the long position of 2,728,582,769 Shares in which Victory Mind Assets is
interested in comprises (i) 1,680,022,769 Shares held by Victory Mind Assets and
(i) 1,048,560,000 Shares which may be issued on the basis of a full exercise of
conversion rights at a conversion price of HK$0.325 per Share attaching to the
convertible bonds issued to Victory Mind Assets by the Company in November

2013. Victory Mind Assets is owned as to 57% by Ace Leader Holdings Limited
("Ace Leader”) and 38% by Jumbo Top Group Limited (“Jumbo Top”). All shares of
Ace Leader are held by TMF (Cayman) Ltd. (“TMF") in its capacity as trustee of a
discretionary trust. Mr. Li Ning is the settlor of the trust and is therefore deemed to be
interested in such 2,728,582,769 Shares. Mr. Li Ning is a director of each of Victory
Mind Assets and Ace Leader; and

VIVA CHINA HOLDINGS LIMITED FENPERZRRBR AT

A% 17 7K & B Lead Ahead¥% 75 » ffiLead AheadFl
TEEERTELEDRIBEBC0%RI0%
#E o 2228 55 4 IR A Lead Ahead 2 B 5

Victory Mind Assets# /2,728,582, 7698% B% 17 4F
A S & B ()Victory Mind AssetsFTis
21,680,022, 7698% AR 19 K (ilE A 2 & 7 =
T —=4%+— A @ Victory Mind AssetsZ1T 2
AR E S AT &5 2 IR IR R E TR
M 170.3268 ST BB BITRM Al FEBITZ
1,048,560,0008% A& 15  Victory Mind Assets% Bl
A Ace Leader Holdings Limited ( [Ace Leader |)
% Jumbo Top Group Limited ([ Jumbo Top | )
B57%%38% ° Ace Leader® 3P Ik 15 B TMF
(Cayman) Ltd. ([TMF]) ABIIBEFEZZEA
GO -TEEERZELZEREIL
A AR AR _Eili2,728,582,7698% B 15
AR A 7R o 35 50 4 B Victory Mind Assets K
Ace LeaderS B EE : &



(c) the long position of 3,357,440,000 Shares in which Dragon City is interested in
comprises () 2,000,000,000 Shares held by Dragon City and (i) 1,351,440,000
Shares which may be issued on the basis of a full exercise of conversion rights at a
conversion price of HK$0.325 per Share attaching to the convertible bonds issued
to Dragon City by the Company in November 2013. Dragon City is interested in such
3,351,440,000 Shares in its capacity as trustee of a unit trust, the units of which are
owned as to 60% by Cititrust (Cayman) Limited (“Cititrust”) and as to 40% by Cititrust,
each as the trustee of separate trust. Mr. Li Ning is the 60% shareholder of Dragon
City and a founder of the unit trust and is therefore deemed to be interested in such
3,351,440,000 Shares. Mr. Li Ning is a director of Dragon City.

2. See note 1(b) and note 1(c) under “Interests and short positions of substantial shareholders and

other persons in the share capital of the Company” below.

3. These represented the share options granted by the Company to the respective Directors, the

details of which are provided in the section headed “"Share Option Scheme” in this report.

Save as disclosed above, none of the Directors nor the chief executive of the
Company had, as at 31 December 2016, any interests or short positions in the
shares, underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which they were deemed
or taken to have under such provisions of the SFO), or which were required to

be and are recorded in the register required to be kept by the Company under
Section 352 of the SFO, or which were required to be notified to the Company
and the Stock Exchange pursuant to the required standard of dealings by
Directors as referred to in Rules 5.46 to 5.67 of the GEM Listing Rules.
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()  Dragon City#% A3,351,440,0000% % 13 £F
B BB B ¥E()Dragon Cityi A 2
2,000,000,0008 B 13 R (B AR R R R = F
— =% +— A A Dragon City3 17~ A] #a j% &
FHETH 2 SR IR B IR (E B R AR(50.3257
TCIESE AT Al F #1T7 2.1,351,440,000
fi% P& 17 o Dragon CitylIA BRI 2 5E 2 2 5E A
B 1945 B 5% 53,351,440,0000% A% 15 # =5 -
it it 15 #F 2 B {7 # Cititrust (Cayman) Limited
(TCititrust ] ) R Cititrust/E A8 {5 5T L 7EA M
5 60% 2 40% © 2 38 5 4 /3 #% H Dragon City
B0%HERS 2 BRI R BRI {SFEZ BISZ A - It
A8 A% 23,351,440, 0008 B 17 o 5 1
25 o 22 455 4 ADragon City 2 B o

2. BETXEZREREMATRARARAR 22
wRABRIET ZHE10)RMEEC) -

3. WRARRMERTSEEREZERE SHEFE
BN ARE (AR E] —&-

BREXBEEEN R-_T—XE+_-A
Zt— B ARAEFRITREHEMERAKX
AR EEMERER ( TR RES RS
IEBIEXVER) Z i1 - MR, R EEEF -
BEETMREES RBERIIEXVIE R
SO EBAEME AR AI MBI Z BT IAE
(BREREESRBEGHEBIESUERER
BREEREAZEZKIAR) KMV EARE
SERR AR BB IE RE 5 & B E G0 55 3521%
FiFER LMz ERI AR  HARBAIER
R BIES 46K E FEE67IKFT M E I E F
BEZREEEAMS ARG R FTZ#
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Pursuant to a sale and purchase agreement dated 12 October 2012 (the
"Acquisition Agreement”) entered into between the Company and Victory Mind
Assets and Dragon City as the vendors (the “Vendors”), the acquisition by the
Company of 266,374,000 LN Shares, representing approximately 25.227% of
the then issued share capital of Li Ning Co was completed in December 2012,
for the aggregate consideration of HK$1,358,507,400, which was satisfied by
the issuance to Victory Mind Assets, one of the Vendors, 1,780,022,769 Shares
and to Dragon City, the other Vendor, unlisted initial convertible bonds in the
principal amount of HK$780,000,000 (the “Initial Convertible Bonds”) which
are convertible at an initial conversion price of HK$0.325 per Share, subject

to adjustment provided under the terms and conditions of the Initial Convertible
Bonds. Al Initial Convertible Bonds were converted into 2,400,000,000 Shares
on 6 June 2014,

Pursuant to the Acquisition Agreement and the deed dated 30 August 2013
entered into between the Company and the Vendors (the “Deed”), the Company
issued unlisted earn-out convertible bonds (the “Earn-out Convertible Bonds”) in
the principal amount of HK$340,782,000 to Victory Mind Assets and the Earn-
out Convertible Bonds in the principal amount of HK$439,218,000 to Dragon
City in November 2013. The Earn-out Convertible Bonds are convertible into
2,400,000,000 Shares at an initial conversion price of HK$0.325 per Share. The
Vendors shall be subject to certain undertaking under which a portion of the Earn-
out Convertible Bonds may be returned to the Company in the event that certain
performance targets of LN Group are not met.

Victory Mind Assets is indirectly held by the corporate trustee of two discretionary
trusts, the beneficiaries of which include the respective family members of Mr.

Li Ning, an executive Director, the Chairman and the Chief Executive Officer, his
brother, Mr. Li Chun and Mr. Li Qilin, an executive Director. Dragon City is the
frustee of a unit trust, the units of which are owned by two family trusts, the
beneficiaries of which include the respective family members of Mr. Li Ning, Mr. Li
Chun and Mr. Li Qilin. Mr. Li Qilin is the son of Mr. Li Chun and the nephew of Mr.
Li Ning.

Save as disclosed above and in the paragraph headed “Share Option Scheme” of
this report, at no time during the year were rights to acquire benefits by means

of the acquisition of Shares in or debentures of the Company granted to any
Directors, or were any such rights exercised by them; or was the Company or any
of its subsidiaries, or any holding company, or any of its fellow subsidiaries a party
to any arrangement to enable the Directors to acquire such rights in any other
body corporate.
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EEBREROIEER ZEFN

R 38 7K A &) B Victory Mind Assets X Dragon City
(tEBEHR) ([BERF)R=_ZE—=—F1+A
+-HIIUZEEH=zE ([WEHZE])
RN TR 2R (E1,358,507,4005% T W BE
266,374,000 ZZE /10 AMEFT E QR &K
BEITIRAL25.227% (ER T ——F+ =
A5ERK) - #8RIE 2 2 BIiE i& 1A Victory Mind
Assets (XA — R & 75 ) 8 171,780,022,769%
% {7 X [ADragon City (3 — & & /)BTRS
%6 /5780,000,000/8 7 2 B HLIE E T AT AR (&
F( e BmRES]) (VTERERE
BR (70,3258 7T - AR B Bt AT MR ES
ZIERRGEGETFUAR) SR ETIN B
HaBKREEER T —MFENANBEREH
H 38 A2, 400,000,000 PP -

BEURBHERAANEEIN_T—=
FNA=ZTHIAYZRE([BE]) X2
AR ZZT —=%F+— A Victory Mind AssetsZ&
17754 58 /5340,782,000 7T 2 3 A FgE
hrmgEs (BN HDTBRBRES]) &
) Dragon City8% 17 28 & B8 4439,218,0007 7T 2
BRI NI BRRES - BN AT RRES
ARV EREGRRKRMNOIETER A
2,400,000,0008% B 15 - B 5 2/ T 7 TR
fR-Bl WErEEE2ETRREEELRE
E - RIE D BFBE WA RIRE S ATEAR
BTARA

Victory Mind AssetsFR i & B 15 = sEBY A B) 7T
ABEFE MENSEEZIZAYEE
TEEA(PTES EERTHER)  H
AEFEEERPTESTEBAESE
2 K FRAK B  Dragon Citye2 — A B E5E 2 %
A ZEAZENBEMERKETHES
MAEARREEIIEAYBIETELE
THEEERTEBIESBZREKE - F
BB TERTHEEE R TREFESREZE
%o

Br EX R ARE [BEAREE ] —BARE
F N AR R B RF A AR B AR T
EXTURBALARBBRODNEEZM S
B AWEMBEBITETARFEN: HAN
NCIE RSO PN RS eR Rl ¢/NCIE
H AT (][] X KY 88 2 A] IR 48 BT AL AE 7] 22 HF 3
FCEFABACAEMEIABRZZSE
) o



CONTROLLING SHAREHOLDER’S INTERESTS IN
CONTRACTS

Save as disclosed in this report, at no time during the year had the Company or
any of its subsidiaries, and the controlling shareholders or any of its subsidiaries
entered into any contract of significance or any contract of significance for the
provision of services to the Company or any of its subsidiaries by the controlling
shareholder or any of its subsidiaries.

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS AND OTHER PERSONS IN THE SHARE
CAPITAL OF THE COMPANY

As at 31 December 2016, so far as was known to the Directors, the interests and
short positions of the persons (other than the interests and short positions of the
Directors or chief executive of the Company as disclosed above) in the shares
and/or underlying shares of the Company as recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO, or as otherwise
notified to the Company are set out below:
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ERBRRRENzER

BRARSRE FTIEE N - AN B e E ] i 8
N A B AR AR Sk B AR P B 2RI AE
R BEFT L EREARA N RERR
R EARAATHT B 2 Bl A A8 & ) sk E A ] ff 8
NARERE ZERNEREL -

EE&%&H@A1F¢“7&$
ZHEERAKE
RZE—ARF+-_A=Z+—H BEE=M

M BREXHIBEBEZARRESTHITHAR
%EZ%E&%E%~MTA1%$QEW
B,/ ARG P A REN AR GRE
EHEHEMHEGHI B0 EFE 2B
Eﬁﬂﬁ@$ AlzEmMRE

Interests in the Shares and underlying Shares RBROREBRG ZERS
Approximate
percentage of
Number of shareholdings
Shares/underlying as at 31 December
Capacity Shares held 2016
R-ZB-—RE
+=ZB=+—H
Zig=3: 47 s
5% HERG Z2EE BHAEI
Substantial Shareholders
FERR
Mr. LI Chun® Interest of controlled corporation 8,212,443,151(L) 93.70%
LA REGEE R 544,241 573(S) 6.21%
Lead Ahead® Beneficial owner 2,132,420,382(L) 24.33%
Em#EAA 544,241 573(S) 6.21%
Victory Mind Assets® Beneficial owner 2,728,582,769(L) 31.13%
Em#EAA
Ace Leader® Interest of controlled corporation 2,728,582,769(L) 31.13%
2 A B R
Jumbo Top® Interest of controlled corporation 2,728,582,769(L) 31.13%

EEtEE RS
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Approximate
percentage of
Number of shareholdings
Shares/underlying as at 31 December
Capacity Shares held 2016
R-ZZ—XREF
+=-—RA=+—H
FriER® Pt R R
54 HERMGZEA BHBE I
TMF® Trustee 2,728,582,769(L) 31.13%
ZEEA
Dragon City® Trustee 3,351,440,000(L) 38.24%
ZEFEA
Cititrust® Trustee 3,351,440,000(L) 38.24%
ZEFEA
Other Persons
Hit At
China Construction Interest of controlled corporation 544,241,573
Bank Corporation TYEHEE R
PR RR IR TT Person having a security interests in shares 3,512,443,151
i 7 B R A & RERODFEERBIERZAL
4,056,684,7249() 46.29%
Central Huijin Investment Ltd. Interest of controlled corporation 544 241 573
RRESKRE A E
BEREARNT Person having a security interests in shares 3,512,443,157
REROFERBERZ AL
4,056,684,7249() 46.29%
Ministry of Finance of Interest of controlled corporation 926,190,4760(L) 10.57%
the People’s Republic of China 542 I % B 48 25
fREE AR AN 3 B B EB
Mr. MA Chi Seng Beneficial owner 545,000,0007(L) 6.22%

BEmBEAA

(L) and (S) represent long position and short position respectively
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Notes:

Mr. Li Chun is deemed to be interested in the long positions of 8,212,443,151 Shares
in aggregate through his interests in Lead Ahead, Victory Mind Assets and Dragon City,

respectively and the short position of 544,241,573 Shares through his interests in Lead Ahead,

as follows:

the long position of 2,132,420,382 Shares and the short position of 544,241,573
Shares are held by Lead Ahead, which is owned as to 60% by Mr. Li Ning and 40% by
Mr. Li Chun;

the long position of 2,728,582,769 Shares in which Victory Mind Assets Is

interested in comprises (i) 1,680,022,769 Shares held by Victory Mind Assets and

(i) 1,048,560,000 Shares which may be issued on the basis of a full exercise of
conversion rights at a conversion price of HK$0.325 per Share attaching to the
convertible bonds issued to Victory Mind Assets by the Company in November 2013,
Victory Mind Assets is owned as to 57% by Ace Leader and 38% by Jumbo Top. Al
shares of Jumbo Top are held by TMF in its capacity as trustee of a discretionary trust.
Mr. Li Chun is the settlor of the trust and is therefore deemed to be interested in such
2,728,582,769 Shares. Mr. Li Qilin is a beneficiary of the trust and is also therefore
deemed to be interested in such 2,728,582,769 Shares. Mr. Li Chun is also a director

of each of Victory Mind Assets and Jumbo Top; and

the long position of 3,357,440,000 Shares in which Dragon City is interested in
comprises (i) 2,000,000,000 Shares held by Dragon City and (i) 1,351,440,000
Shares which may be issued on the basis of a full exercise of conversion rights at a
conversion price of HK$0.325 per Share attaching to the convertible bonds issued

to Dragon City by the Company in November 2013. Dragon City is interested in such
3,351,440,000 Shares in its capacity as trustee of a unit trust, the units of which

are owned as to 60% by Cititrust and as to 40% by Cititrust, each as the trustee of

a separate trust. Mr. Li Qilin is a beneficiary of one of the said separate trusts and is
also therefore deemed to be interested in such 3,351,440,000 Shares. Mr. Li Chun is
taken to be interested in 40% of the shares of Dragon City and is therefore deemed to
be interested in such 3,351,440,000 Shares. Mr. Li Chun is a director of Dragon City.

GEE
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ZHE S 4B 3B DA T A Lead Ahead - Victory Mind Assets
KDragon Cityp RlF =MW R BEFE X
8,212,443 151X IR 15 1 B 2 # 28 ) 3B 3B M Lead
Anead$F 78 # %3 T #1873 ¥ 5544,241,5738& IR 17 7%

B2
(a) 2,132,420,382% B& 11 17 & }544,241,573/%

B {7 3% & mLead Ahead# % © MiLead Aheadfl
FTEEARTEEED RIHEB0%R40%
1

Victory Mind Assets# 452,728,582, 7698% % 13 &F
B & BB ()Victory Mind AssetsEf 35 &
21,680,022, 7698% B {7 e (i) B A A B =
T — =& +— A@Victory Mind Assets¥ 17,2
MR ESANS S RELERES
P& iR 170.32578 7T & 847 B ifn A T 8 47
2.1,048,560,000/% A% 15 °
Rl FAce Leader & Jumbo Top#E 4 57% K 38 %4
5 o Jumbo TopZ ERAR 15 A TMFIA BB 2752
REANFDIER - FREERZEFLZET
BISZ A - B4R AR £ il2,728,582, 769%
AP A - BB ERZET 2R
A B TR AR A L al2,728,582,769%
& 17 A 4% A 7 2 o 2 3 S A U8 A Victory Mind
Assets R Jumbo TopE B ZEE + &

Victory Mind Assets7>

Dragon City# A&3,351,440,000/% % {5 47
AR EHR B ()Dragon City#HH 2
2,000,000,0008% B 13 R (i) A A AR K =T
— =% +— A M Dragon CityZ 17 Al IR & %5
FRBff 2 s i iR R B B AR AR 150.32578 7T
BERETEM Al T317.21,351,440,000A% A%
3 o 1 3lt3,351,440,0008% B& 1% # Dragon CityfE
ABNERZITAMBEEZ MLl
{5t 2 B A CitirusHE BB LS8 FEA M
RO RAO%E R - FTEIB e E R Dt H
FEBEVERZEEA B TTHRA
R £ 4it3,351,440,0000% R 15 R HE A fE 2k o &
HE 5 A4 W48 5 %8 B Dragon City 2 40% &9 A% 1
% E R AR _Eii3,351,440,0000% B%
13 P 75 W 2 o 2R3 5T A& B Dragon City2 E
$ °
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Lead Ahead is owned as to 60% by Mr. Li Ning and 40% by his brother, Mr. Li Chun. Mr. Li

Ning is also a director of Lead Ahead.

See note 1(b) under “Interests and short positions of directors and the chief executive in the

shares and underlying shares and debentures of the Company and its associated corporations”
and note 1(b) above. For avoidance of doubt and double counting, it should be noted that Ace
Leader, Jumbo Top and TMF are deemed to be interested in the 2,728,582,769 Shares which

Victory Mind Assets is interested in.

See note 1(c) under “Interests and short positions of directors and the chief executive in the
shares and underlying shares and debentures of the Company and its associated corporations”
and note 1(c) above. Cititrust is deemed to be interested in the 3,351,440,000 Shares which

Dragon City is interested in.

Such long position includes unlisted and physically settled derivative interests in 544,241,573
underlying Shares and is held by Cheer Hope Holdings Limited (“Cheer Hope"). Cheer Hope is
wholly-owned by CCBI Investments Limited which is in turn wholly-owned by CCB International
(Holdings) Limited ("CCB International”). CCB International is wholly-owned by CCB Financial
Holdings Limited (“CCB Financial”) and CCB Financial is wholly-owned by CCB International
Group Holdings Limited ("CCB Holdings"). CCB Holdings is wholly-owned by China Construction
Bank Corporation (“CCBC") which is in turn owned as to 57.31% by Central Huijin Investment
Ltd ("Huijin"). Huijin is deemed to be interested in the 4,056,684,724 Shares which CCBC is
interested in.

According to the corporate substantial shareholder notice filed to the Stock Exchange by
Ministry of Finance of the People’s Republic of China (“MOF"), MOF is deemed to be interested
in such long position of unlisted and physically settled derivative interests in 926,190,476
underlying Shares held by Lake Tai Investment Holdings Limited which is in turn wholly-owned
by Huarong (HK) International Holdings Limited. China Huarong International Holdings Limited
is owned as to 88.10% and 11.90% by Huarong Real Estate Co., Ltd. ("Huarong Real Estate”)
and Huarong Zhiyuan Investment & Management Co., Ltd. ("Huarong Zhiyuan”) respectively.
Both Huarong Real Estate and Huarong Zhiyuan are wholly-owned by China Huarong Asset
Management Co., Ltd. which is in turn owned as to 77.49% by MOF.

Mr. Ma Chi Seng is interested in 500,000,000 Shares and the share options of the Company
entitling to subscribe for a total of 45,000,000 Shares.
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As at 31 December 2016, save as disclosed above, so far as was known to
the Directors, no other person (other than the Directors or chief executive of the
Company) had any interests or short position in the shares and/or underlying
shares of the Company as recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO, or as notified to the Company.

MANAGEMENT CONTRACTS

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

GROUP’S EMOLUMENT POLICY

The emolument policy of the employees of the Group is formulated on the
basis of their merit, qualifications and competence and it is the Group’s policy
to compensate each employee fairly and equitably. The Group has a system for
measuring employees’ performance against agreed-upon goals with specific
performance standards. Performance discussion is carried out on an ongoing
basis and a formal evaluation is conducted once a year to review employees’
overall performance, achievements, and areas in need of improvement. Salary
review would be based on individual’s performance and subject to Group's
discretion.

The determination of remuneration packages of the Directors takes into
consideration of the factors such as time commitment and responsibilities of the
Directors and by reference to the level of emoluments normally paid by a listed
company in Hong Kong to directors of comparable calibre and job responsibilities
S0 as to ensure a fair and competitive remuneration package as is fit and
appropriate. The details of remuneration payable to the Directors and senior
management are set out in note 8 to the financial statements.

The existing share option scheme was adopted by the Company in 2010 as an
incentive to directors and eligible participants, details of the scheme are set out in
the paragraph headed “Share Option Scheme” on pages 57 to 64 of this annual
report.

CORPORATE GOVERNANCE

The Company is committed to achieving and maintaining a high standard of
corporate governance and a detailed corporate governance report is set out on
pages 75 to 84 of this annual report.

The compliance officer of the Company is Mr. Chan Ling whose biographical
details are set out on page 47 of this annual report. Ms. Kong Kwok Ha is the
company secretary of the Company. Ms. Kong is the general counsel of the
Company. She is a qualified solicitor in Hong Kong and has more than 20 years of
experience in the legal profession.

REPORT OF THE DIRECTORS
EESRE

R-ZE—RE+-_A=+—"H B LEXEE
BN REEA - BIEEMALT (RESHK
RRBITHRAEIN RARB G K, 548
BT BEETANARRREESRHE
&P E336IER T RAFE 2B iesrz 2
BITMEARARBZHERIAR -

EEEH

FAMERZNFEEASEAEE 2L
EAERBOEFZLERRITHRZAEH -

REE 2 FHM R

AEERE ZHFWERDRBEREKE &
EReEHMEE MASENBRSHNE
BUEERIATAENFB - AEER
ETEEXRBNRER UBEXRRERET
BEEDEIERBBR -AEBERHELTR
Bl WEFET—REAFE AER
BEEERRE NELKMEZEH -NEEH
RIFEARBRITETH MR

ErTE=FMEBERNEEIETRANE
FRBEERER T2EFBLHAR—K
FABHEEENMBE 2 EE TR HBK
FoUBRATFMARF IOFHMETESE
RE BNEEREREEABZHMFS
NI RRM TS

ARBN T -—TFRMHNEBRAET )
URBEZELAERZEAL FEIFBEH
MAFERFSTAECAE [BRERE] — -

EER

ARBBOINEREBFRKEZLXE
B EEERRECHBHEANANERFLE
84H °

RAARERFERRESLAE  HERFIBH
RARFRFLTE - TIBEZ T ARRA ZA
AMETIZLTAEARARR ZAREM KA
BEEEEMER WEEEREFB0FL
’%ﬁo

ANNUAL REPORT 2016 F#R

/3



REPORT OF THE DIRECTORS
EESHE

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

In addition to the discussions on the Group’s environmental policies and
performance in the Business Review of this annual report, an environmental,
social and governance report which explains how the Company complies with the
environmental, social and governance reporting guide in Appendix 20 to the GEM
Listing Rules will be issued separately by the Company.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

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

PUBLIC FLOAT

Based on the information that is publicly available to the Company and to the
best of the Directors’ knowledge, as at the date of this annual report, there was a
sufficient prescribed public float of the issued shares of the Company under the
GEM Listing Rules.

AUDITOR

The financial statements of the Company for the year under review have
been audited by PricewaterhouseCoopers, who will retire and, being eligible,
offer themselves for re-appointment. A resolution for the re-appointment of
PricewaterhouseCoopers as auditor of the Company will be proposed at the
forthcoming annual general meeting of the Company.

By Order of the Board

Li Ning
Chairman and Chief Executive Officer

Hong Kong, 23 March 2017
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CORPORATE GOVERNANCE REPORT

The Company is committed to achieving and maintaining a high standard of
corporate governance. Throughout the financial year ended 31 December 2016,
the Company had complied with the code provisions in the Corporate Governance
Code ("CG Code") as set out in Appendix 15 of the GEM Listing Rules, save for
the disclosure below.

The code provision A.2.1 of the CG Code stipulates that the role of the chairman
and the chief executive officer should be separated and should not be performed
by the same individual. Mr. Li Ning holds both the positions of the Chairman and
the Chief Executive Officer. Taking into account of Mr. Li's expertise and insight of
the sports field, having these two roles performed by Mr. Li enables more effective
and efficient overall business planning and implementation of business decisions
and strategies of the Group. The Board believes that the balance of power and
authority is ensured by the operations of the Board, which comprises experienced
and high calibre individuals and adequate independent element in the composition
of the Board, with one-third of them being independent non-executive Directors.

In respect of the code provision A.6.7 of the CG Code, independent non-executive
Directors and other non-executive Directors should attend the general meetings
of the Company. One of the independent non-executive Directors was unable to
attend the annual general meeting of the Company held on 6 June 2016 due to
overseas engagement,

The application of the relevant principles of the CG Code is stated in the following
sections.

BOARD OF DIRECTORS

The Company is governed by the Board, which has the responsibility for
leadership and control of the Company. The Directors are collectively responsible
for promoting the success of the Group by directing and supervising the Group’s
affairs, The Board set strategies and directions for the Group’s affairs and activities
with a view to develop its business and to enhance shareholders’ value.

There is a clear division of responsibilities between the Board and the

management. Decisions on important matters are specifically reserved to the
Board while decisions on the Group’s general operations are delegated to the
management. Important matters include those affecting the Group's strategic
policies, risk management and internal control systems, major investment and
funding decisions and major commitments relating to the Group’s operations.
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The Board currently comprises of four executive Directors (the “Executive
Directors”), two non-executive Directors (the “Non-executive Directors”) and three

independent non-executive Directors (the “Independent Non-executive Directors”).

The Board has a balance of skills and experience and a balanced composition of
Executive Directors and Non-executive Directors.

Chairman and Chief Executive Officer

Mr. Li Ning has been the Chairman since 2010 and takes the lead to oversee the
Board functions and the direction of the Group. Mr. Li Ning took the role of Chief
Executive Officer with effect from 22 May 2013 to further align the management
expertise of the Board to complement with the Group’s core strategies to pursue
opportunities along the sports value chain.

Non-Executive Directors

All' Non-executive Directors and Independent Non-executive Directors are
appointed for a term of three years. In addition, all Directors are subject to
retirement by rotation at least once every three years in accordance with the
Company's articles of association.

Independent Non-Executive Directors

The current Independent Non-executive Directors are Mr. Chen Johnny, Mr.

Lien Jown Jing, Vincent and Mr. Ng Sau Kei, Wilfred. The Independent Non-
executive Directors help the management to formulate the Group’s development
strategies, ensure the Board prepares its financial and other mandatory reports

in strict compliance with required standards, and ensure the Company maintains
appropriate system to protect the interests of the Company and the Shareholders.
The Company received the annual confirmation from the Independent Non-
executive Directors in respect of their independence pursuant to Rule 5.09 of the
GEM Listing Rules. The Company considered all the Independent Non-executive
Directors to be independent.
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Board Composition and Board Processes

Directors make their best efforts to contribute to the formulation of strategy,
policies and decision-making by attending the Board meetings in person or

via telephone conference facilities. During regular meetings of the Board, the
Directors discuss and formulate the overall strategies of the Group, monitor
financial performance and review the financial results of the Group. Additional
Board meetings may be convened for considering and approving other significant
matters. Apart from formal meetings, matters requiring Board approval were
arranged by means of circulation of written resolutions.

The composition of the Board together with the information in relation to the
number of meetings of the Board and each of its committees, namely, the

audit committee (the “Audit Committee”), the remuneration committee (the
“Remuneration Committee”), the nomination committee (the “Nomination
Committee”) and the executive committee (the “Executive Committee”), and the
general meeting of the Company held during the year 2016 and the attendance of
each Director are set out in the following table:
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Meetings held in 2016
RIE-RERfT2ER

Annual
Audit  Remuneration Nomination Executive General
Board Committee Committee Committee Committee Meeting
BRE
EZe ENZEe FHzZae REZEE HTEEE BEXE
Number of meetings 2ENY 5 4 1 1 1 1
Executive Directors HTEE
. Li Ning (Chairman & FERE
Chief Executive Officer? (ZEFITHAZ) 5/5 17 17 111
I Chan Ling (Chief Operating Otfcer) RELE (2iEEH) 55 17 17 111
Mr. Li Chunyang FEBEE 5/5 1N 17
Wi, Li Qilin? FRBRE 505 171 111
Non-executive Directors FHTES
Mr. Chan James BRESLE 45 11
Mr. Ma Wing Man HIoUEE 5/5 4/4 17
Independent Non-executive Directors BYFHTES
M. Chen Johnny RERLE 4/5 4/4 17 17 1
. Lien Jown Jing, Vincent ERERE 4/5 3/4 N 0/
Mr. Ng Sau Kei, Wired RTELE 5/5 4/4 " "
Notes: B 5
1. The attendance figure represents actual attendance/the number of meetings a Director is 1. HEREEESERHEZAE aREEZS

entitled to attend.

2. Mr. Li Qilin is the nephew of Mr. Li Ning, the Chairman, the Chief Executive Officer and an

Executive Director.

EPPS T

2. FEBEERIFE THREAHFRATERTEL
EZETF-

ANNUAL REPORT 2016 F#R

17



/8

CORPORATE GOVERNANCE REPORT

FHRBIBHRS

Directors’ Continuous Professional Development

The Directors are encouraged to enroll in relevant professional development
programme to ensure that they are aware of their responsibilities under the legal
and regulatory requirements applicable to the Company. During the year, the
Company has provided the materials on directors’ duties, corporate governance
and updates on laws and regulations for continuous professional development of
their knowledge and skills in performance of their functions. In September 2016,
a management workshop was conducted by the external professional consultant
of the Company for the Directors on compliance of the requirements of the GEM
Listing Rules on environmental, social and governance report.

The Company has maintained records of training received by the Directors. To
summarise, the Directors received trainings on the following areas to update and
develop their skills and knowledge during the year:

ESCREEXRRR
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Training on corporate
governance, regulatory
development and
other relevant topics

TCEER LREER
Hih i8S E

Executive Directors HITES
M. Li Ning (Chairman & Chief Execulive Officer) TRELE (FEFTHAEER) 4
Mr. Chan Ling (Chisf Operating Officer) BRELE (LELH) v
Mr. Li Chunyang THEGEE v
Mr. Li Qilin FTHBEE v
Non-executive Directors EHITES
Mr. Chan James oy e v
Mr. Ma Wing Man Btk v
Independent Non-executive Directors BIYFHTES
Mr. Chen Johnny BRERLE v
Mr. Lien Jown Jing, Vincent BRIESLE v
Mr. Ng Sau Kel, Wilfred RFESLE v
Directors’ Securities Transactions EFETESRS

The Company has adopted the rules set out in Rules 5.48 to 5.67 of the GEM
Listing Rules (the “Required Standard”) as the code for dealing in securities of the
Company by the Directors.

The Company has made specific enquiry with all Directors, and the Directors
have confirmed compliance with the Required Standard during the year ended
31 December 2016.

Specific employees who are likely to be in possession of unpublished inside
information of the Group are also subject to compliance with the same Required
Standard. No incident of non-compliance was noted by the Company for the year
ended 31 December 2016.
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BOARD COMMITTEES

The Board has established the Audit Committee, the Remuneration Committee, the
Nomination Committee and the Executive Committee as integral elements of good
corporate governance and to oversee relevant aspects of the Company’s affairs.
The authorities and duties of the committees are set out in their respective terms
of reference. More details of these committees are set out in separate sections in
this report.

The terms of reference adopted by the Board for the Audit Committee, the
Remuneration Committee and the Nomination Committee in accordance with the
requirements of the CG Code are published on the websites of the Company and
the Stock Exchange.

Nomination Committee

The Nomination Committee was established by the Board with written terms of
reference. The Nomination Committee is responsible for identifying potential new
Directors and recommends to the Board for decision. The current Nomination
Committee is chaired by Mr. Li Ning, the Chairman and Executive Director. The
other members of the Nomination Committee are Mr. Chen Johnny and Mr. Ng
Sau Kei, Wilfred, both are Independent Non-executive Directors.

Under the articles of association of the Company, all Directors are subject to
retirement by rotation and re-election by Shareholders every three years. A
Director appointed by the Board is subject to election by shareholders at the
first annual general meeting after his appointment in case of the appointment of
additional Director or at the first general meeting after his appointment in case of
filling of casual vacancy.

During the year, the Nomination Committee has reviewed the structure, size and
composition of the Board and assessed the independence of the independent
non-executive Directors.

The Company recognises the importance of board diversity which is beneficial for
the enhancement of the Company’s performance. The Board has adopted a board
diversity policy (the “Board Diversity Policy”) in accordance with the requirement
set out in Code Provision A.5.6 of the CG Code with effect from 12 August 2013
and discussed all measurable objectives set for implementing the policy. With

the adoption of the Board Diversity Policy, the Nomination Committee’s role was
expanded to include monitoring the implementation of the policy and review the
same as appropriate.

Summary and Measurable Objectives of the Board Diversity
Policy

The Nomination Committee reviews and assesses the Board composition on
behalf of the Board and recommends the appointment of new Directors. In
designing and reviewing the Board's composition, the Nomination Committee
will consider from a number of aspects. All Board appointments will be based on
meritocracy, and candidates will be considered against objective criteria, having
due regard for the benefits of diversity on the Board.
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Selection of candidates will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of service. The ultimate
decision will be based on merits and contributions that the selected candidates will
bring to the Board.

During the year, the Nomination Committee reviewed the diversity of the Board
from perspectives, including gender, age, professional background, business
experience, length of service and directorship with other listed companies. The
Nomination Committee considered that the Board possessed a balance of skill and
expertise and a diverse mix appropriate for the business of the Company and will
review the composition and diversity of the Board if and when necessary.

Remuneration Committee

The Company established the Remuneration Committee on 1 August 2005 with
written terms of reference. The Remuneration Committee is primarily responsible
for making recommendations to the Board regarding the Group’s policy and
structure for remuneration of all Directors and senior management. The Board has
adopted the operation model, where the Remuneration Committee has duties to
determine, with delegated responsibility, the remuneration packages of individual
Executive Directors and senior management.

The Remuneration Committee currently comprises three Independent Non-
executive Directors, Mr. Ng Sau Kei, Wilfred (chairman of the Remuneration
Committee), Mr. Lien Jown Jing, Vincent and Mr. Chen Johnny and one Executive
Director, Mr. Chan Ling.

The determination of remuneration packages of the Directors takes into
consideration of the factors such as time commitment and responsibilities of
the Directors and by reference to the level of emoluments normally paid by

a listed company in Hong Kong to directors of comparable calibre and job
responsibilities so as to ensure a fair and competitive remuneration package as
is fit and appropriate. During the year, the Remuneration Committee reviewed
the remuneration packages of the Directors and determined the remuneration
packages of the Executive Directors.

Executive Committee

The Executive Committee was established by the Board with specific terms of
reference. The committee currently comprises four Executive Directors, Mr. Li
Ning (chairman of the Executive Committee), Mr. Chan Ling, Mr. Li Chunyang and
Mr. Li Qilin. The primary duties of the Executive Committee are to propose and
implement business strategies and plans for the Group, monitor the operations of
Group companies and approve matters relating to their day-to-day operations.

The Executive Committee is responsible for performing the corporate governance
duties which include the development and review of the Company’s policies

and practices on corporate governance, review and monitor the training and
continuous professional development of Directors and senior management

VIVA CHINA HOLDINGS LIMITED FENPERZRRBR AT

REAZBESRE - RIS TBEE
17 B (ERRR) MR - Fik X R
BE= BELR K MBENMRBFL-
REKREAEEREANRENAIRES
SRENERIMELIRE -

FA REZESECERZETERNESS
ZETE BRI FiR -BEXER EH
Ko RGFHENEM ETRBEEZE
ERB-RELZESRREFTSARBENIR
ARRERBERIEBZRE BRERZ T
e TR HEERERNESTS 2EKNK
ZtiEe

FMEES

ARAREN-_ZFZRFN\A—HAKRILFHME
BerhicEaREaE vHEZB8exE
BERASEAMAMEESRAREEAR
FMcBRERBRESSRLEBRZS-
EFRCRMEFERN ETHHEZE SR
BREIEEBRANTESTRAREEAER
ZH S

FNEZESRRA-RBUIFRTESTRT
HEEAE (FNZBEER) ERELRERR
SRAENR —RATEFREL LMK -

BEEScyHrEes B8 ARE (NE
EZREAEREER) YR EEB LT AR
—BEAEES BRI EEECESINZ
e KT AR —EaERRE 2 AER
EBRFHhzHMEE-FR FHEES

BANEZEZHMFELEERTEST ZHM
fril e

BITEES

EFEQCONUATEZES I HE 5B
HE “ZERRHOERITESTTELRE
(MITRBEXR) RELLE -FEHBEE
REBBEEAK TR EEZTBRE
ERAREZRLEEXBRE RS &
BRAKRER AR ZEERMERRBAEZE
BRzEH-

HNTZESRAERTLERELRRE HBR
HERBRARRZEREABRRER
R NEREERRREEABR ZBIIEF
BEXZRUNMER AR ZEEERTA



and review the Company’s compliance with the CG Code and disclosure in the
corporate governance report of the Company. During the year, the members of
the Executive Committee considered and reviewed the compliance and disclosure
in the corporate governance report of the Company as required under the GEM
Listing Rules.

The Executive Committee also has duty to design, implement and monitor the
risk management and internal control systems and to provide confirmation to the
Board on the effectiveness of the risk management and internal control systems of
the Company.

Audit Committee

The Audit Committee was formed on 17 March 2000 with written terms of
reference. The primary duties of the Audit Committee are to review the Company’s
financial statements, annual reports, half-year reports, quarterly reports and risk
management and internal control systems and to provide advice and comments
thereon to the Board.

The Audit Committee currently comprises three Independent Non-executive
Directors, Mr. Chen Johnny (chairman of the Audit Committee), Mr. Lien Jown
Jing, Vincent and Mr. Ng Sau Kei, Wilfred and one Non-executive Director, Mr. Ma
Wing Man. This annual report has been reviewed by the Audit Committee.

During the year, the committee members met together to review the quarterly
reports, half-year report and annual report before submission to the Board. The
financial controller of the Company was also invited to attend these meetings in
order to give a full account of the financial statements of the Group. The Audit
Committee also reviewed (i) the changes in accounting standards and their impact
on the Company’s financial reporting and (ii) the risk management and internal
audit plan and reports.

COMPANY SECRETARY

Ms. Kong Kwok Ha was appointed by the Board in place of Mr. Ho Kim Ching
as the company secretary of the Company with effect from 6 April 2016. During
the year, Ms. Kong has duly complied with the relevant professional training
requirement under Rule 5.15 of the GEM Listing Rules.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the accounts of the
Company.

In preparing the accounts for the year ended 31 December 2016, the Directors
have selected suitable accounting policies and applied them consistently,
approved adoption of all Hong Kong Financial Reporting Standards, made
judgments and estimates that are appropriate, and prepared the accounts on a
going concern basis.

The responsibilities of the external auditor about their financial reporting are set
out in the independent auditor’s report on pages 85 to 94 of this annual report,
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AUDITOR’S REMUNERATION

During the year ended 31 December 2016, the total fee paid and payable

to PricewaterhouseCoopers in relation to the audit and other services for the
financial year ended 31 December 2016, amounted to HK$1,975,000 and
HK$2,494,000 respectively. The sum for other services included HK$1,507,000
for accountant’s report in relation to the acquisition of 10% equity interest in
Double Happiness Group, completed in 2016, HK$837,000 for the agreed upon
procedures performed on the Group’s interim results for the six months ended
30 June 2016 and the quarterly results for the three months ended 31 March
2016 and the nine months ended 30 September 2016 and HK$150,000 for tax
services.

RISK MANAGEMENT AND INTERNAL CONTROL

The management has the responsibility to maintain appropriate and effective risk
management and internal control systems, and the Board has the responsibility to
review and monitor the effectiveness of the Group’s risk management and internal
control systems at least annually covering financial, operational and compliance
controls, to ensure that the systems in place are adequate and effective.

The Group'’s risk management and internal control systems are, however, 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.

During the reporting period, the Group has engaged Protiviti Hong Kong Co.
Limited (“Protiviti"), the internal audit consultant, to devise a risk management
system based on the Internal Control Integrated Framework issued by the
Committee of Sponsoring Organizations of Treadway Commission in the US in
2013, namely, control environment, risk assessment, control activities, information
and communication and monitoring activities. During the risk assessment process,
Protiviti interviewed the relevant personal and identified the business objectives
and significant risks of the Group. They evaluated and analysed the likelihood

and impact of the risks by crafting a risk matrix. A risk management report
prepared by Protiviti which sets out the risks, issues and recommended action
plan and incorporates the risk matrix was presented to the Board for review and
endorsement. The Board considered that significant risks of the Group were
managed within the acceptable level and the management will continue to monitor
the residual risks and report to the Board on an ongoing basis.
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The management and various departments conduct periodic self-assessment of
the effectiveness of the internal control policies and procedures. Protiviti is also
engaged to prepare control self-assessment report to assess the effectiveness
of the Group's management of designated risks which are revenue cycle control
management and purchase cycle control management.

The Board, supported by the Audit Committee, is directly responsible for risk
management and internal control systems of the Group and for reviewing its
effectiveness. Based on the reviews performed by the management, comment
from the Audit Committee and recommendations for areas of improvement from
external auditor and internal audit consultant, the Board is of the view that the
Group's risk management and internal control systems are adequate for the year
ended 31 December 2016.

The Company maintains a framework for the handling and dissemination of inside
information and the disclosure policy of the framework sets out the procedures
and internal controls to ensure inside information remains confidential until the
such information is appropriately disclosed and the announcement of such
information is made in a timely manner in compliance with the SFO and the GEM
Listing Rules.

SHAREHOLDERS’ RIGHTS AND INVESTORS’ RELATIONS

The Group is committed to maintaining a high level of transparency and employs
a policy of open and timely disclosure of relevant information to the Shareholders
and the investors. The Board strives to encourage and maintain constant dialogue
with its shareholders through various means.

Procedures for requisitioning an extraordinary general meeting
and for putting forward proposals at general meetings

Shareholder(s) 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 may, by written requisition to the Board or the company
secretary of the Company signed and deposited in accordance with Article 64 of
the Company’s articles of association, require an extraordinary general meeting

to be called by the Directors for the transaction of any business specified in the
requisition.

Shareholder(s) may propose a candidate for election as a Director at any general
meetings of the Company by a requisition signed by the Shareholder (other than
the person to be proposed) of his intention to propose such person for election
as a Director together with a notice signed by the person to be proposed of his
willingness to be elected in accordance with Article 113 of the Company’s articles
of association.

The articles of association of the Company set out the procedures for the
Shareholders to convene general meetings, to move a resolution at general
meetings and to propose a person for election as a Director are available for
viewing at the Company’s corporate website www.vivachina.hk.
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Procedures by which enquiries may be put to the Board

General meetings of the Company provide a direct forum of communication
between Shareholders and the Board. Shareholders may at any time send their
enquiries to the Board in writing through the company secretary of the Company
whose contact is as follow:

Address: Room 3602—-06, 36/F, China Merchants Tower, Shun Tak Centre, 200
Connaught Road Central, Hong Kong

Telephone: 37961111

Fax: 37961100

The company secretary of the Company shall forward the Shareholders” enquiries
to the Board, where appropriate to answer the Shareholders” questions.

Communication with Shareholders

An annual general meeting of the Company was held on 6 June 2016 (the
2016 AGM"). A notice convening the 2016 AGM contained in the circular dated
31 March 2016 was despatched to the Shareholders together with the Annual
Report 2015. The Chairman of the Board and members of the committees of the
Company (as appropriate) attended the 2016 AGM to answer the questions from
the Shareholders. PricewaterhouseCoopers, the external auditor of the Company,
attended the 2016 AGM to answer questions about the conduct of the audit, the
preparation and content of the auditor's report, the accounting policies and auditor
independence. The Chairman explained detailed procedures for conducting a poll.

All the resolutions proposed at the 2016 AGM, including (i) the adoption of the
audited financial statements and the reports of the Directors and the auditor of the
Company for the year ended 31 December 2015; (ii) the re-election of certain
Directors and the authorisation to the Board to fix the Directors’ remunerations; (iii)
the re-appointment of auditor of the Company and the authorisation to the Board
to fix its remuneration; and (iv) the granting to Directors the general mandates to
issue and repurchase Shares, were passed by the Shareholders by way of poll.
The poll results of the 2016 AGM were published on the websites of the Stock
Exchange and the Company.

Changes in the Constitutional Documents

There was no significant change in the constitutional documents of the Company
during the year 2016.

A notice for the forthcoming annual general meeting of the Company will

be published on the websites of the Stock Exchange and the Company and
despatched together with the Annual Report 2016 to the Shareholders as soon as
practicable in accordance with the articles of association of the Company and the
CG Code.
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INDEPENDENT AUDITOR'S REPORT

_E
pwec

To the shareholders of Viva China Holdings Limited
(incorporated in Cayman Islands with limited liability)

OPINION
What we have audited

The consolidated financial statements of Viva China Holdings Limited (the
“Company”) and its subsidiaries (the “Group”) set out on pages 95 to 174, which
comprise:

° the consolidated statement of financial position as at 31 December 2016;

° the consolidated statement of profit or loss and other comprehensive
income for the year then ended;

° the consolidated statement of changes in equity for the year then ended;
° the consolidated statement of cash flows for the year then ended; and

° the notes to the consolidated financial statements, which include a summary
of significant accounting policies.

Our opinion

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.

i PricewaterhouseCoopers, 22/F,
Prince’s Building, Central, Hong Kong
T: +852 2289 8888
F: +852 2810 9888
www.pwchk.com
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We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Independence

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.

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 matters identified in our audit are summarised as follows:

o Revenue recognition

° Acquisition of 10% equity interest in Shanghai Double Happiness Co., Ltd.
("DHS")

Key Audit Matter
BRESER

Revenue recognition

O T

Refer to note 3 CRITICAL ACCOUNTING ESTIMATES,
ASSUMPTIONS AND JUDGEMENTS, note 4 OPERATING
SEGMENT INFORMATION and note 5 REVENUE, OTHER
REVENUE AND OTHER NET INCOME to the consolidated financial
statements
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How our audit addressed the Key Audit Matter
BN EFNNEEREENSE

We assessed the reasonableness of management's judgement with
reference to the relevant accounting standards and consideration of
relevant facts and circumstances. The audit procedures we performed
mainly included:
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Key Audit Matter
HRETSBR

The Group recognised revenue of HK$552 million for the year
ended 31 December 2016. The significant increase of revenue
as compared with last year was mainly driven by the increase of
revenue derived from sports content production and distribution,
sports talent management, sale of goods and community
development consultancy services.

B1F20165F12A31B ILFE - E S EmRWALE
BEET - HEREFRBABKANBEZERERNES
NEARENMER BEASTER HEFRRLE
FEAARBBARE K-

Significant management judgement was involved in revenue
recognition, such as determining whether the role of the Group
in those transactions was acting as principal or as agent and
whether to recognise revenue on a gross or net basis. The
assessment included considering and weighing key features like
who bears the primary responsibility, inventory risks and credit
risks, and the way to establish prices.

P AR RERENERFE  flnELE
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How our audit addressed the Key Audit Matter
BMNEFTNAEEREENSE

- We reviewed a sample of contracts, discussed with management,
finance and business personnel of the Group to understand the
business substance, transaction process and arrangement;

- BMERTHEEDRNGR HESEETREE UK
HMEBLEFABABETIR BREAEEERRS
M2 L HE

- For a sample of selected transactions, we examined the supporting
documents, including sales orders, shipping documents, records of
deliverables, invoices and cash receipts, where applicable;

- HEHKRERORS KMEEANBATRETHE
B FEXH BIEHEETE EHEE  RHARBEK
Rtk BENMCTRERES:

- We selected samples of customers to confirm the balances as of 31
December 2016, the main terms of the contracts and the amounts
of transactions occurred during the year;

- EHMEHEHMEERNEPEE20165F12A31 A M E K
RRBRE GRETERRNAFTFBRENRIRERT
PR 5

ANNUAL REPORT 2016 F#R

87



88

INDEPENDENT AUDITOR'S REPORT
ERVAIER S CIEEeS

Key Audit Matter
HRETER

Our audit focused on this area due to the magnitude of the
increase in revenue, the sales and services contracts that the
Group entered into in the current year and significant judgment
involved.

BMMETEIE —EEEERE T AL RBRE
AEBEEBETUMNEENREERUKMFRHNE
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How our audit addressed the Key Audit Matter
BB NAEEREENSE

We also performed the following procedures in relation to the judgement of
the revenue recognition on a gross or net basis:
BAERTHWARRBRE BRI FHEZBRANAEERT T
FIRRFr

- We reviewed the contracts and discussed with legal counsel to
assess the main terms, such as who is the primary obligor to
provide goods or services to the customer, who has the inventory
risks and who bears the customer's credit risk;

- RMEERETTEN WEAFEMBBENUATHE
FTEGRT PINERREFHEIRERGEHNEESR
BA #EAEFERR ULkB#EAZEZEFPNEAR
A
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A

- For a selected sample of customers and suppliers, we checked their
background and interviewed them to understand the key areas of
their cooperation, such as how their relationships were established,
how the price was negotiated and determined and the acceptance
of goods delivered or service rendered;

- HEmRERNELAEER  RMETTERAS
WimBE AR E R SEREPNETELE  f
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Based on the procedures performed, we found the revenue recognised
were supported by the audit evidences we obtained.
ERBEEMNET RMRRBBEMIEGHOEFTFEFK
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Key Audit Matter
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How our audit addressed the Key Audit Matter
BMNEFTNAEEREENSE

Acquisition of 10% equity interest in Shanghai Double Happiness Co., Ltd. (“DHS”)
WiELBACERGERAG (X TEHBIAEE]) B2 11HEZ

Refer to note 14 INTERESTS IN ASSOCIATES AND A JOINT
VENTURE to the consolidated financial statements

F2HEA M BHRRME4RBERRRAELE
Z WS

During the year, the Group completed the acquisition of 10%

of equity interest in DHS (“Equity interest”) from Li Ning Group
for a consideration of RMB125 million (“Total Consideration”)

in accordance with the Share Transfer Agreement dated 23
October 2015. The Group and Li Ning Group have also entered
into an option agreement on the same date, in which the Group
is granted a put option to sell, and Li Ning Group is granted a
call option to purchase, the Equity Interest at a fixed price to

the extent that DHS has not been listed on any major stock
exchanges within 4 years after the completion of the acquisition
(“Conditions for Exercise”).

REE - BEEBIBE2015F10A23AFTMRHE
ERETHKTUHEICEBEARE ([BHE]) AR
FEEEWRBEAEER 2 T ([#x]) o F
B - E5SENFESEGIIC T —HEEHE &
TEEENFEEESFIHKR T —EELBHENE
HREAME - BN RAR 5 ek g AF @A EEIARTK
EEREEELARZAN LT BEESKEMETE
EEAADHRREEHNTEESELQXEELQ R
DZTWAEE R ([TTRIEHE]) -

We evaluated the competence and objectivity of the external appraiser
engaged by the Group. We assessed the valuation models used including
the mechanics by comparing to market practices with the assistance from
our valuation experts.
BMIETESEEFNIINET M EEBEENNE
Bt - HAEANBTEEROBY T @BBEMISEAA
WL TR EERE BEERM A -

For the valuation of the options, we challenged management's key
assumptions used in the valuation models by performing the following
procedures:

FERHEEAE A ER BT T TR FRERMGERE
THEEEEEMRRK:

- We compared the expected volatility with the historical volatility of
comparable companies;

- BRASEMRBEREFLARNE LIRS RETLR

- We assessed probability of Conditions for Exercise by comparing
the DHS's conditions, including the projected financial position and
performance with the initial public offering criteria and the exercise
period with the average length of time needed for going public in
major stock exchanges.

- BMFGETTREEEROARE  HAEERER
BB AN B TS RIS R BB R AR BT IR

AL BT EPRE T EEAR G LTS T
B RABLE -
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Key Audit Matter
HRETER

The accounting for this acquisition requires significant
management judgements. First the consideration of the Equity
Interest has been calculated by subtracting the fair value of
the options from the Total Consideration (“Step 1"), then the
consideration of the Equity Interest has been allocated to the
identifiable assets and liabilities of DHS based on the valuation
of them (“Step 2"). The key judgements involved mainly relate
to the valuations of the options in Step 1 and the valuations of
the identifiable assets in Step 2. Those valuations have been
performed by an independent external appraiser engaged by the
Company.
HEREN SRR EEEENEAHE -5
FEENHERAHEREDEN A TESH
([81]) RAEEEENHESBEALES KT
A HREENAE ([FR2]) B REEGEH
%E%ﬁi%ﬁ%%%ﬁ@ﬂi%@%?%m
EMEEB T AHESEEFNE LN EPATHAD
713

FERK °

We focused on this area due to the level of judgements required
in accounting for this acquisition.
BMArE —EEEaRLEBEREN ST RIEME
KEEBEHEHEE -

VIVA CHINA HOLDINGS LIMITED FEN P EI#ERRE R A E)

How our audit addressed the Key Audit Matter
BB NAEEREENSE

For the valuation of identifiable assets, we assessed the completeness

of assets and liabilities identified. We also challenged management's key
assumptions applied in the valuation of the acquired tangible and intangible
assets, in particular those assumptions related to the trade name,
properties, and the land use rights.

HEABEREENTH RMTEBTHINEENEEDN
RN -RMELR T EEE TN EERNE A&
BEREANBERES FrREFNR MEM LT HER
EEBANRE-

Based on the procedures performed, we found the valuation models
adopted in arriving at the fair value of the options and assets acquired
and the purchase price allocation were appropriate. The key assumptions
used above to be supportable by available information and fell within an
acceptable range.

ERMBITHRER  HMER AR GHENMMRGEE
maiﬁ&W$£F“%%%%mﬁ@ﬁﬁal o LA
R AR ERRE SR AIERE) %i%rﬂﬁﬂﬁﬁ
Y [ A A o



OTHER INFORMATION

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

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

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

RESPONSIBILITIES OF 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.

INDEPENDENT AUDITOR'S REPORT
18 Y7 12 BREM i &

Hipfz 2

BEARBERAHAMERAR HMESER
RERANABEL  BETEREREEMBR
R R IR A A B e o

BB G BRERNBERLL MR EEME
B BT T EREREMERERTMEN
B B8 FE fh s o

BanMHEEaMHREANES  RMNE
TREEEMES FlBiEd ZEHEM
EEREDEEAMBHAKNKRMERTBR
RAEENIERFEENEE S E LT FE
ERERBRAWIBER -

ERBAEATHILE NRBMABSEAM
EEFEEREREML RMTEREZE
EomEhm HfVRBEARSE -

EERAEERGRSVBRRARRE
MEE

BERAEFARARBEEERAMAEMR
ey (BAMHRE L) REFBE (RR]F
) MEBERTREEEMT BSOS M
BE THERDBEEASPBHRROEE
PEFEBERRFFRERMEMNERERR
AFBEHAAEENEE -

EREFAVBERRN EFBANEES
EREEENEE D YHEBERBRI T RER
FERKERENEER ULEAKBLER
SRER RIEZAEHEEEBRNF
e SR EEMERNBER TSR

AEEAAEEEERENVBMEBRRE-
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether

due to fraud or error, and to issue an auditor’s report that includes our opinion.
We report our opinion solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person for the
contents of this report. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with HKSAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment
and maintain professional scepticism 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.

° Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures made by
the directors.

VIVA CHINA HOLDINGS LIMITED JEN P EIIERR BR8]
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° Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

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

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

We communicate with 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.

INDEPENDENT AUDITOR'S REPORT
ERVAIER S CIEEES

s HEERAFKELKLSTERMNKE
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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 this independent auditor's report
is Ng Ping Fai.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 23 March 2017
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
OB mMNEME W m

Year ended 31 December 2016 BE —TE—~NFE+_-_A=+—HItFE

2016 2015
—R"E —E—hEF
Notes HK$’000 HK$'000
B 5 FHET FAET
Revenue Y 2= S 552,208 147, S5l
Cost of sales $HE A (431,387) (122,085)
Gross profit EF 120,821 25,290
Other revenue and other net income H A Yo g Ko Ho A 7% A 5 41,433 19,354
Selling and distribution expenses HERDHEAY (16,603) (27,882)
Administrative and other operating expenses TEREEMELER (119,014) (119,393)
Finance costs ZUR I 6 (10,079) (1,798)
Share of profits/(losses) of associates and DB E T KA E 14
a joint venture EZHF(EHE) 95,605 (78,122)
Profit/(loss) before income tax BRETEB RS (&BA) 7 112,163 (182,551)
Income tax TS % 10 (4,067) (601)
Profit/(loss) for the year FERERN(FE) 108,096 (183,152)
Other comprehensive income/(loss): Hith2mikzs (BE) :
ltems that may be reclassified subsequently to HEEHH»EEZER
profit or loss, net of income tax of il (Z E)H il ﬁ?ﬁﬁﬁ%ﬂ
il
— Share of other comprehensive — DEEBERRZ
loss of an assoclate H b 5 [ 55 18 (664) (174)
— Reclassification adjustment upon desmed — RIERF D L ER S
partial disposal of an assaciate N R E
7 K 3 8 4,197 196
— Exchange differences on translation of — MEFINER 2
foreign operations P 5 == (244,473) (159,120)
Other comprehensive loss for the year, FR Eﬂﬂéﬁ&ﬁé 1 BR
net of income tax of nil 88t (&|&) (240,940) (159,098)
Total comprehensive loss for the year FRAEZHERLHE (132,844) (342,250)
Profit/(loss) attributable to: BT AT AR
A Eﬂﬁ)
— Equity shareholders of the Company VNGV X33 103,630 (179,657)
— Non-controlling interests — IR A 4,466 (3,495)
108,096 (183,152)
Total comprehensive income/(loss) MTALTEALAZERYRA
attributable to: (8 BE:
— Equity shareholders of the Company R WNEIY Fid & (133,376) (338,755)
— Non-controlling interests — JEHE AR A 25 532 (3,495)
(132,844) (342,250)
Profit/(loss) per share attributable to equity s 23 =] £ &= I% 3R P& 45 = F
shareholders of the Company: S (EA) -
Basic (HK cents) EK (B 11 0.93 (2.08)
Diluted (HK cents) e (OBl) Wi 0.92 (2.08)

FI0BEEFI4EMB 2 EBZELRE
MR ZHERELD -

The notes on pages 101 to 174 are an integral part of these consolidated
financial statements.

ANNUAL REPORT 2016 F#R



96

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

im O WS AR 2

As at 31 December 2016 R —ZE—XFE+-F=+—H

NON-CURRENT ASSETS
Property, plant and equipment

FRBEE

EN = G e

Investment properties wEYE

Interests in associates and a joint venture REE AR RE
2w

Derivative financial instruments PTEMBT A

Deposits and other receivables e M H M EWSRIE

Deferred tax assets BEHIEBEEE

Total non-current assets IMBEERE

CURRENT ASSETS REBEE

Stock of properties MEFE

Inventories FE

Trade receivables eI E 55 IE

Prepayments, deposits and other receivables

BNRE e REM

JIE U 3K 78
Pledged deposit EHFR
Cash and bank balances B4 RIBITHEES
Total current assets mEEERE
CURRENT LIABILITIES REBAE
Trade payables JET B 538

Other payables, accruals and receipts in advance

HiEMNRE B ER

W& ]
Deferred income EIEU A \
Bank and other loans RITREMER
Payable to a non-controlling interest FEAS JEIE AR M 2
Income tax payable IS TSR
Total current liabilities mEaERRE
NET CURRENT ASSETS REEEFE
TOTAL ASSETS LESS CURRENT LIABILITIES EEHEBERARBERS
NON-CURRENT LIABILITIES kRBEME
Deferred income PEIEY A
Bank loan RITEX
Payable to a non-controlling interest FEAS FEIE AR fE =
Convertible notes Al % R
Total non-current liabilities ERBBERTE
NET ASSETS BEEFE

VIVA CHINA HOLDINGS LIMITED FEN P EI#EAR GRS

Notes

B &

12
13

14
14(f)
18
26

15
16
17

18
19
19

20

21
22
23
24

22
23
24
25

HK$’000 HK$'000
FTER TET
15,536 19,397
239,940 279,754
3,255,017 3,222,614
1,540 -
1,715 7,357
12,067 7,149
3,525,815 3,636,271
224,047 213,611
1,258 2,655
267,328 37,062
283,381 221,470
- 27,054

804,731 279,694
1,580,745 781,546
46,033 29,930
88,369 48,262
33,480 -
416,640 196,911
603 -
50,509 45,624
635,634 320,727
945,111 460,819
4,470,926 3,997,090
38,272 -

- 231,678

452 645
690,440 -
729,164 232,323
3,741,762 3,764,767




CONSOLIDATED STATEMENT OF FINANCIAL POSITION
O IAR T

As at 31 December 2016 R —E—XE+-A=+—H

Notes HK$’000 HK$'000
B 5 FET FE T
EQUITY =
Equity attributable to equity shareholders of Z< A T #E % IR R FEAG
the Company R
Issued capital BB TR 27 438,218 437,415
Perpetual convertible bonds KA M AR EFH 29 1,139,046 1,139,046
Reserves i 30 2,141,053 2,165,393
3,718,317 3,741,854
Non-controlling interests FEE AR HE 2 23,445 22,913
TOTAL EQUITY FESBEE 3,741,762 3,764,767
The financial statements were approved by the Board of Directors on 23 March AYBRREN - E—+tF=_A_-_+=HE
2017. EEgRE
Li Ning Chan Ling
Z = PR 2
Chairman and Chief Executive Officer Executive Director and Chief Operating Officer
FEFITHAAY HITEEFHFEERY
The notes on pages 107 to 174 are an integral part of these consolidated FINBEFILEME 2T AZESHREY
financial statements. BHR BRI -
ANNUAL REPORT 2016 &F3R
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GOBRRBENE

Year ended 31 December 2016 H & — &

—RNETZA=t+—HLEFE

Aiributable to equity shareholders of the Company

ARARERREE
Share  Perpetual  Unlisted Share  Exchange Convertible Non-
Issued ~premium  convertible  warrants option ~ fluctuation Reserve  notes equity Accumulated controlling Total
capital ~~ account bonds  reserie  reseve  reserve funds  reserve losses Total  interests equity
L TER
kit AREE  BRE EXRD B 4
BRARE REEEE TREES B & B RREe BF  RiEE @it FERER BEEE
Notes HKS 000 HK$000 HK§000 Hk$000 HKS 000 HK$ 000 Hk$000 HKS 000 HK$000 Hk$000 HK$000 HK$000
G Ter TEn  TEr  TRr  TEr  TEr e  TRr TR TEr TAr TEn
1 January 2015 “5-1%-f-H 249% 3933886 1139046 5,993 146,658 26,016 1,281 - (1804781 3873034 () 3873029
Loss for te year FRER - - - - - - - - (17985 (179,667) (349 (183152
Other comprehensive ncome/(oss) for he year: FREMRENE/ (BR):
Exchange diferences on transiaion of oreign operations fﬁ%h‘?)? EBEAER - - - - - [151) - - - [1991) - [150120)
Share of ofer comprehensive oss of associaes EREDFZ A 2AEE - - - - - (174) - - - [174) - (174
Reclassfcaton acjustment upon degmed partal W’E AHERERARER
disposal of an associte PERE - - - - - 1% - - - 1% - 1%
Total comprehensivg logs for the year FREEEREE - - - - - (159,09 - - 9657 (338,759) (3495 (302250)
Sheres issued upon exercie of share opfons BREENERRIRD 28 10080 186742 - - (23678) - - - - 17404 - 74046
Shares ssued upon exercise o unlsted warranls FImRRERENFERRS
2k R 1,500 15,257 - (267) - - - - - 16,500 - 16,500
Eqty-seted s opton arangements DREEE 2 BRERH 24 - - - - 14239 - - - - 14239 - 14239
Trenserofshare pton esenve upon the foriure or RERERRNGERR
eipry of share opions ERERERE - - - - (6,944 - - - 6,944 - - -
Tranfer of balance of warents esenve vpon e expiy of R LT RRER R HE
the unsted warants ﬁf’é IRERERES ) - - - (573 - - - - 573 - - -
Share of assocites’ reserve ERENR 2 BE - - - - 279 - - - - 279 - 279
Capial contribution from non-contoling iterests 3H“H§$’érm&§ - - - - - - - - - - %413 26413
31 December 2015 and 1 January 2016
437415 4135885 1,139,046 = 133067 (133,082 1,281% (1971758 3,741,854 2913 3,764,767
Pt ey ERER - - - - - - - SR B 46 1080%
Other comprehensive income/(oss) for he year: EREpRENE/ (BB):
Euchange diferences on ranslation of foreign operations fﬁ:ﬁ@?h%i’%[iﬁé - - - - - (405%) - - - (4053) (3,934 (u4473)
Share of ofher comprehensive oss of associaes FEENAZ A 2ARE - - - - - (664) - - - (664) - (664)
Reclassficaton acjusiment upon degmed partal cisposal of WE IAHERENERER
a0 ascite PEER - - - - - 4,197 - - - 4,197 - 4,197
Ttal comprefiensie income{oss for the yeer Fn2Eks/ (BB 48 - - - - - (287,006) - - 103630 (133376) 52 (132,84
Sheres issued upon exercie of share opfons BREETERETZRG 2 803 9,354 - - (2123 - - - - 8,034 - 8,034
Equty component of convert nofe TERZE 2 ERHA % - - - - - - - 90,392 - 90,392 - 90,39
Equty-seted shere opton arangements DREEE 2 BRERH %) - - - - 2,89 - - - - 2,89 - 2,89
Transfer o share option reserve upon the forfeiure or RERERZLAEREER
ey ofshare apions BRERE - - - - (i - - - 17,111 - - -
Share o assockts’ resenve AEBERTALGE - - - - 8517 - m - (23 8517 - 8517
At 31 December 2016 RZF-AE+ZA=1-8 438218 4145239 1,139,046 = 15260 (370,088 1,513 90,392 (1,851,249 3,718317 2445 3741762
- These reserve accounts comprise the consolidated reserves of HK$2,141,053,000 - ZERBEREEREMBERARAZGRE R

(2015: HK$2,165,393,000) in the consolidated statement of financial position.

VIVA CHINA HOLDINGS LIMITED FEN P EIIZARBER A

#2,141,053,0007% 7¢ ( = F — A 4 : 2,165,393,000
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CONSOLIDATED STATEMENT OF CASH FLOWS
ROIREN=3R

Year ended 31 December 2016 #HZE T — R NF+_A=+—HILFE

Notes HK$’000 HK$'000
B 7E FET FET
CASH FLOWS FROM OPERATING ACTIVITIES EETHZz2HRESRE
Profit/(loss) before tax BrFLATR R, (E5E) 112,163 (182,551)
Adjustments for: A
Finance costs B 7% A 7R 6 10,079 1,798
Share of profits and losses of associates DB ENT REE
and a joint venture EZRNREER 14 (95,605) 78,122
Interest income B A 5 (4,838) (7,891)
Fair value loss/(gain) on investment properties KEMEZ NTE
&siE (F)E) 13 21,624 (2,405)
Fair value gain on derivative financial instruments ’ﬁ%,ﬁ%ﬁ% TAEZRA¥E
] P4 (41) -
Gain on disposal of items of property, HEME  BE MR
plant and equipment 1H B 2 FHE 7 - (29)
Depreciation e 12 3,751 6,850
Amortisation of prepaid land lease payments FEAT A A S R IA B - 442
Unrealised underwriting profit REIR B I A - 3,106
Impairment loss on property, plant and equipment  #1% ~ = MR E R E
BB 7 - 910
Equity-settled share option expenses RS E 2
AR X 28(a) 2,896 14,239
50,029 (87,409)
Decrease in inventories FEmL 1,397 9,197
Increase in stock of properties EXEN G YIll (11,909) (209,706)
(Increase)/decrease in trade receivables W E 5 IR
( EJJ ) /R (230,266) 52,793
Increase in prepayments, deposits and other TR e REAM
receivables i3 1451 R IR 32 0 (49,507) (2,344)
Increase in long-term deposits paid Eﬁﬁﬁﬁﬁ?i\f‘ n - (98)
Increase in trade payables JEAT B S IEHE N 16,103 1,051
Increase/(decrease) in other payables, HAh FE TR IE JEsT &
accruals and receipts in advance AUk /T)\I'Ei‘ /Gl 40,107 (10,208)
Increase in deferred income i E YA I8 A 71,752 -
Cash used in operations ZEERFTRAR S (112,294) (246,724)
Income tax paid EfFT1SH (1,541) —
Net cash flows used in operating activities LB REFTAES
mEFRE (113,835) (246,724)
CASH FLOWS FROM INVESTING ACTIVITIES RETHZHEESRE
Interest received 2 UF 2 2,772 13,146
Payments for acquisition of associates U B B 2 N B TS 3R B (140,041) (314,661)
Payment of transaction costs for acquisition of TUE — MR AR A
an associate R %BZZTK (3,339) —
Acquisition of perpetual convertible securities of W g B A B Z K A M
an associate —Hﬁ‘ [i% 7% % - (325,387)
Purchases of items of property, plant and equipment BEE ¥ % - B E KR EEE 12 (1,001) (17,012)
Proceeds from disposal of items of property, HEwE- FTbE? R&#EZ
plant and equipment me%iﬁ( - 42
Payments for additions to investment properties iE. e L AT 13 - (483)
Repayment from an associate BERNRZEN - 187,500
Net cash flows used in investing activities KEEBMAZRE
mEFRE (141,609) (456,855)
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CONSOLlDATED STATEMENT OF CASH FLOWS
n\IT O fﬁi;ﬁ% X
Year ended 31 December 2016 BEZZT—NF+_A=+—HLFE

Notes HK$’000 HK$'000
B 5 FET FAET
CASH FLOWS FROM FINANCING ACTIVITIES METH2EERE
Interest paid BEAFLE (17,551) (2,803)
New bank and other loans FERIT REME K - 431,199
Repayment of bank loan EEFRITER - (5,007)
Deposits pledged with banks EHEET
|ITZ TR 19 - (27,054)
Advance paid to a third party B =ARIE 18 - (199,907)
Proceeds from issue of convertible notes BT BMREE 2
FT{8 318 25 778,000 -
Payment of transaction costs for issue of Eyt 1T AR IR 4 X
convertible notes R KA 25 (987) -
Proceeds from issue of ordinary shares upon TEERERIELEMRR
exercise of share options and unlisted warrants T’Eé EEE T EERETE
A 8,034 190,546
Capital contributions from non-controlling interests 3 Q EERERZITE - 26,413
Advance from a non-controlling interest PRI 2 B 483 645
Release of the pledged deposits FERERTR 27,054 5,007
Net cash flows from financing activities MEFHMEHES
mEFRE 795,033 419,039
NET INCREASE/(DECREASE) ReRBRSSEYEM
IN CASH AND CASH EQUIVALENTS (RD) B8 539,589 (284,540)
Cash and cash equivalents at beginning of year FNHREeERESEEY 279,694 578,434
Effect of foreign exchange rate changes, net HNEEFE R E &) v R BIFRE (14,552) (14,200)
CASH AND CASH EQUIVALENTS FRESRESEEY
AT END OF YEAR 804,731 279,694
ANALYSIS OF BALANCES OF CASH AND HEeRBREEEY
CASH EQUIVALENTS ERR DA
Cash and bank balances He MIRITE 19 274,568 158,586
Non-pledged time deposits with original maturity of W EERRE LR =M@ A KX
less than three months when acquired FE 2 SEEIFE B E 19 530,163 121,108
Cash and bank balances as stated in the statement 7 BF & ik 0 X 51 B8R 2
of financial position Re RIRITHER 19 804,731 279,694

F£I101BE %174%&%@2&11?7,%% LIRE0
MR 2 B ER D

The notes on pages 1071 to 174 are an integral part of these consolidated
financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. CORPORATE INFORMATION

The Company is a limited liability company incorporated in the Cayman Islands
and the ordinary shares of which are listed on the Growth Enterprise Market
(“GEM") of The Stock Exchange of Hong Kong Limited (“Stock Exchange”).

Principal activities
During the year, the Company and its subsidiaries (“Group”) were involved in the
following principal activities:

° production and distribution of sports content, management and marketing
of sports talents and provision of sports consultancy services; and

o property development for sales and investment, research and development,
manufacturing, marketing and sales of construction materials, operation of

sports parks, development of communities and provision of consultancy and
subcontracting services.

Li Ning Company Limited (“Li Ning Co”), a company incorporated in the Cayman
Islands with limited liability, the issued shares of which are listed on the Main
Board of the Stock Exchange (stock code: 2331), is an associated company

of the Group, whose principal activities include brand development, design,
manufacture, sale and distribution of sport-related footwear, apparel, equipment
and accessories in the People’s Republic of China (the “PRC").

CITIC Land Co., Ltd (“CITIC Land"), a company incorporated in the PRC with
limited liability and a directly owned subsidiary of CITIC Group Corporation, is

an associated company of the Group, whose principal activities include project
investment, real estate development, hotel investment and management, property
management, project contracting, and real estate consultancy.

Shanghai Double Happiness Co., Ltd. (the “Double Happiness"), a company
incorporated in the PRC with limited liability, is an associated company of the
Group, whose principal activities include manufacture, research and development,
marketing and sale of principally table tennis and badminton equipment under its
own “4L# = (Double Happiness)” brand and other sparts accessories.

These financial statements are presented in HK$, unless otherwise stated.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NS IbEE e

31 December 2016 —E—XF+=-_A=+—H

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated
financial statements are set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements have been prepared in accordance with

all applicable Hong Kong Financial Reporting Standards which include all Hong
Kong Financial Reporting Standards, Hong Kong Accounting Standards and
Interpretations (“HKFRSs”). The consolidated financial statements also include
applicable disclosures required by the Rules Governing the Listing of Securities on
the GEM and by the Hong Kong Companies Ordinance. They have been prepared
under the historical cost convention, as modified by the financial assets and
financial liabilities (including derivative instruments) at fair value through profit or
loss and investment properties, which are carried at fair value.

The preparation of financial statements in conformity with HKFRSs requires the
use of certain critical accounting estimates. It also requires management to
exercise its judgement in the process of applying the Group’s accounting policies.
The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated financial statements
are disclosed in Note 3.

2.2 Changes in accounting policies and disclosures

(@ New and amended standaras adopted by the Group

The following amendments to standards have been adopted by the group for the
first time for the financial year beginning on or after 1 January 2016:

° Amendments to HKFRS 11, Accounting for acquisitions of interests in joint
operations;

° Amendments to HKAS 16 and HKAS 38, Clarification of acceptable
methods of depreciation and amortisation;

o Annual improvements to HKFRSs 2012 — 2014 cycle; and

° Amendments to HKAS 1, Disclosure initiative.

The adoption of these amendments and improvements to standards did not have
significant impact on the results and financial position for the current and prior

years,

Other standards, amendments and interpretations which are effective for the
financial year beginning on 1 January 2016 are not material to the Group.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(b)  New stanaaras and interpretations issued but not yet effective

The following are standards and amendments to existing standards that have been
published and are relevant and mandatory for the Group’s accounting periods
beginning after 1 January 2016 or later periods, but have not been early adopted
by the Group.

imO TS R MISE

31 December 2016 ZE—~"F+=_A=+—H

() EEMGEERENZFTETERRZE
ITEEAEBEBENESE A EERER
TR RNFE-A—BZEBANS IR
82 1% BB R o ) A5 S8U1E 1) R 1 AN 5 B R B R AN
AR RRIRAE ER| ZIBRT »

\:

HKFRS 15, Revenue from contracts with customers

Pl & 82

7

\:

HKFRS 9, Financial instruments

HKFRS 16, Leases

\:

HKFRS 15 Revenue from contracts with customers

HKFRS 15 will replace HKAS 18 which covers contracts for goods and services
and HKAS 11 which covers construction contracts. The new standard is based
on the principle that revenue is recognised when control of a good or service
transfers to a customer. HKFRS 15 specifies how and when the Group will
recognise revenue as well as requiring the Group to provide users of financial
statements with more informative and relevant disclosures. The standard permits
either a full retrospective or a modified retrospective approach for the adoption.

Management is currently analysing the impact of the new standard on the
Group’s financial statements and has initially identified areas which are likely to be
affected, including determination of revenue recognition on a gross or net basis,
identification of separate performance obligations, the determination of stand-
alone selling price and its relative allocation. The Group will continue to assess the
impact of the new rules on the Group's financial statements.

HKFRS 15 is mandatory for financial years commencing on or after 1 January
2018. At this stage, the Group does not intend to adopt the standard before its
effective date.
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1 January 2018
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31 December 2016 —ZE—RF+=-A=+—~H”

HKFRS 9 Financial instruments

The new standard addresses the classification, measurement and derecognition of
financial assets and financial liabilities, introduces new rules for hedge accounting
and a new impairment model for financial assets.

There will be no significant impact on the Group’s accounting for financial assets
and liabilities, as the new requirements only affect the accounting for financial
assets and liabilities that are designated at fair value through profit or loss and
the Group does not have any such assets or liabilities. The derecognition rules
have been transferred from HKAS 39 Financial Instruments: Recognition and
Measurement and have not been changed.

HKFRS 9 relaxes the requirements for hedge effectiveness by replacing the bright
line hedge effectiveness tests. It requires an economic relationship between the
hedged item and hedging instrument and the “hedged ratio” to be the same as
that used by management for risk management purposes. Contemporaneous
documentation is still required but is different to that currently prepared under
HKAS 39. As the Group does not have any current hedge relationships, the Group
does not expect a significant impact on the accounting resulted from the adoption
of HKFRS 9.

The new impairment model requires the recognition of impairment provisions
based on expected credit losses rather than only incurred credit losses as is the
case under HKAS 39. It applies to financial assets classified at amortised cost,
debt instruments measured at fair value through other comprehensive income,
contract assets under HKFRS 15 Revenue from Contracts with Customers, lease
receivables, loan commitments and certain financial guarantee contracts. While
the Group has not yet undertaken a detailed assessment of how its impairment
provisions would be affected by the new model, it may result in an earlier
recognition of credit losses.

The new standard also introduces expanded disclosure requirements and changes
in presentation. These are expected to change the nature and extent of the
Group’s disclosures about its financial instruments particularly in the year of the
adoption of the new standard.

Accordingly, the Group does not expect the new guidance to have a significant
impact on the classification and measurement of its financial assets.

The new standard must be applied for financial years commencing on or after 1

January 2018. At this stage, the Group does not intend to adopt the standard
before its effective date.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

HKFRS 16 Leases

HKFRS 16 will result in almost all leases being recognised on the statement

of financial position, as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to use the leased item) and
a financial liability to pay rentals are recognised. The only exceptions are short-
term and low-value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the Group’s operating leases.
The Group’s current accounting policy for such leases is set out in note 2.3. As at
31 December 2016, the Group has non-cancellable operating lease commitments
of HK$54,158,000 (2015: HK$64,295,000) which are not reflected in the
consolidated statement of financial position, see note 33(b). However, the Group
has not yet determined to what extent these commitments will result in the
recognition of an asset and a liability for future payments and how this will affect
the Group’s results and classification of cash flows.

Some of the commitments may be covered by the exception for short-term and
low value leases and some commitments may relate to arrangements that will not
qualify as leases under HKFRS 16.

The new standard is mandatory for financial years commencing on or after 1
January 2019, At this stage, the Group does not intend to adopt the standard
before its effective date.

There are no other HKFRS or interpretation that are not yet effective that would be
expected to have a material impact on the Group's results and financial position.

2.3 Summary of significant accounting policies

Consolidation

Subsidiaries are entities (including structured entities) over which the Group has
control. The Group controls an entity when the Group is exposed to, has rights to,
variable returns from its involvement with the entity and has the ability to affect
those returns through its power over the entity. Subsidiaries are consolidated
from the date of acquisition, being the date on which control is transferred to the
Group. They are deconsolidated from the date that control ceases.

(@) Business combinations

The Group applies the acquisition method to account for business combinations.
The consideration transferred for the acquisition of a subsidiary is the fair values of
the assets transferred, the liabilities incurred to the former owners of the acquiree
and the equity interests issued by the Group. The consideration transferred
includes the fair value of any asset and liability resulting from a contingent
consideration arrangement. Acquisition-related costs are expensed as incurred.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair values at the acquisition
date.

(RO B SRR MY 5T
31 December 2016 —ZE—XF+-_A=+—H

BB WA EAI B 6% [HE]

EEMBRESEAZ R HERNETZHME
HEEMBRRRAER LEHEEBE
HEMSI D EWMER -REZMER BE
(ZHEHBWERE) B NESHHH
S%%&ﬁ% cME—fISNE REEMEEEE

A R IR T B AR -

WERG T EFEREFELEHENSTE
B AREEEFBHEE RN EEINTIR
MiF23 - RZZE—XRF+_A=+—H K
EE BT BUH R 48 2 18 & 75 ¥#&54,158,000
B (ZF — FHFE :64,295000% ) » H I
ARMELGES TR RERP - BHFE33(D) ©
AR AREBINABEFZSAESEREE
MBERRRNREROIZE - LA K01
FEREENEENESRENE-

ETAEREREHNMEEEREMRE
(7] B AR 15 78 B 7% T 5 2R R 361657 #8007k
ERREEATABRIESBEMBERE LR
F1EERE 2L AR -

T ERBAE_T-NF—-A—Haz’&
FAIA R B E R - B Bl AR BIFEE T
S E BT R UL R

R R D GOk Ty e I
PR R A SR 2 A B R R R

= 8
RN &o

23 FESHHBEMRE

4 A

W=
MEBARARNEEERETE2ER (21

REER) BAKEASSIZELHEEEAN
BerZbow AAENEBEUBERZ#E
NEEZEOHE  BIASEIZEHZERE-
MEBaE B WS (ANEHEE T AEE
ZHB)BEAEAR YA THHEAZEE
Z BB e AR

@ XEBEEH
NEBRAREBEAFTEELAH - WEBE
MBARZCEEREAMEBREE KK
BHREBAFMAEGERAEBRT 2K
BZATFE FIEERERERARELH
EEzAMEERBEZ A FE- WIEHRRE
BRAREARY - RERSFUE 2 #
FEENREEBERIAREE  NFIR
WHE R ATESS-

ANNUAL REPORT 2016 F#R

105



106

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NS IbEE e

31 December 2016 —ZE—RF+=-A=+—~8”

The Group recognises any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis. Non-controlling interests in the acquiree that are
present ownership interests and entitle their holders to a proportionate share of
the entity’s net assets in the event of liquidation are measured at either fair value
or the present ownership interests’ proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. All other components of non-controlling
interests are measured at their acquisition date fair value, unless another
measurement basis is required by HKFRS.

If the business combination is achieved in stages, the acquisition date carrying
value of the acquirer’s previously held equity interest in the acquiree is re-
measured to fair value at the acquisition date; any gains or losses arising from
such re-measurement are recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at
fair value at the acquisition date. Subsequent changes to the fair value of the
contingent consideration that is deemed to be an asset or liability is recognised

in accordance with HKAS 39 in profit or loss. Contingent consideration that is
classified as equity is not remeasured and subsequent settlement is accounted for
within equity.

The excess of the consideration transferred, the amount of any non-controlling
interest in the acquiree and the acquisition-date fair value of any previous equity
interest in the acquiree over the fair value of the identifiable net assets acquired
is recorded as goodwill. If the total of consideration transferred, non-controlling
interest recognised and previously held interest measured is less than the fair
value of the net assets of the subsidiary acquired in the case of a bargain
purchase, the difference is recognised directly in the profit or loss.

Intra-group transactions, balances and unrealised gains on transactions between
group companies are eliminated. Unrealised losses are also eliminated unless the
fransaction provides evidence of an impairment of the transferred asset. When
necessary, amounts reported by subsidiaries have been adjusted to conform with
the Group’s accounting policies.

(b)  Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in a loss of control
are accounted for as equity transactions — that is, as transactions with the owners
of the subsidiary in their capacity as owners. The difference between fair value of
any consideration paid and the relevant share acquired of the carrying amount of
net assets of the subsidiary is recorded in equity. Gains or losses on disposals to
non-controlling interests are also recorded in equity.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(c)  Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-
measured to its fair value at the date when control is lost, with the change in
carrying amount recognised in profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently accounting for the retained interest as
an associate, joint venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that entity are accounted
for as if the Group had directly disposed of the related assets or liabilities. This
may mean that amounts previously recognised in other comprehensive income are
reclassified to profit or loss.

Separale Financial Statements

Investments in subsidiaries are accounted for at cost less impairment. Cost
includes direct attributable costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a
dividend from these investments if the dividend exceeds the total comprehensive
income of the subsidiary in the period the dividend is declared or if the carrying
amount of the investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the investee’s net
assets including goodwill,

Associates

An associate is an entity over which the Group has significant influence but not
control, generally accompanying a shareholding of between 20% and 50% of the
voting rights. Investments in associates are accounted for using the equity method
of accounting. Under the equity method, the investment is initially recognised

at cost, and the carrying amount is increased or decreased to recognise the
investor's share of the profit or loss of the investee after the date of acquisition.
The Group’s investment in associates includes goodwill identified on acquisition.
Upon the acquisition of the ownership interest in an associate, any difference
between the cost of the associate and the Group's share of the net fair value of
the associate’s identifiable assets and liabilities is accounted for as goodwill,

It the ownership interest in an associate is reduced but significant influence is
retained, only a proportionate share of the amounts previously recognised in other
comprehensive income is reclassified to profit or loss where appropriate.

The Group’s share of post-acquisition profit or loss is recognised in the profit or
loss, and its share of post-acquisition movements in other comprehensive income
is recognised in other comprehensive income with a corresponding adjustment
to the carrying amount of the investment. When the Group's share of losses in
an associate equals or exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognise further losses, unless it

has incurred legal or constructive obligations or made payments on behalf of the
associate.
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When the most recently available financial statements of an associate is different
from the Group'’s reporting date, the Group may take advantage of the provision
contained in HKAS 28 whereby it is permitted to include the attributable share
of associate’s results based on the financial statements drawn up to a non-
coterminous period end where the difference must be no greater than three
months. Adjustments shall be made for the effects of significant transactions or
events that occur between that date and the date of the Group’s consolidated
financial statements.

Unrealised gains and losses resulting from transactions between the Group and its
associate are eliminated to the extent of the Group’s investment in an associate,
except where unrealised losses provide evidence of an impairment of the asset
transferred. Goodwill arising from the acquisition of associate is not individually
tested for impairment.

The Group determines at each reporting date whether there is any objective
evidence that the investment in the associate is impaired. If this is the case,
the Group calculates the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value and recognises the
amount adjacent to ‘share of profit of investments accounted for using equity
method’ in the profit or loss.

Gain or losses on dilution of equity interest in associates are recognised in the
profit or loss.

Joint arrangements

Under HKFRS 11 investments in joint arrangements are classified as either joint
operations or joint ventures depending on the contractual rights and obligations
of each investor. The Group has assessed the nature of its joint arrangements and
determined them to be joint ventures. Joint ventures are accounted for using the
equity method.

Under the equity method of accounting, interests in joint ventures are initially
recognised at cost and adjusted thereafter to recognise the Group’s share of
the post-acquisition profits or losses and movements in other comprehensive
income. The Group's investments in joint ventures include goodwill identified on
acquisition. Upon the acquisition of the ownership interest in a joint venture, any
difference between the cost of the joint venture and the Group's share of the
net fair value of the joint venture’s identifiable assets and liabilities is accounted
for as goodwill. When the Group's share of losses in a joint venture equals or
exceeds its interests in the joint ventures (which includes any long-term interests
that, in substance, form part of the Group's net investment in the joint ventures),
the Group does not recognise further losses, unless it has incurred obligations or
made payments on behalf of the joint ventures.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unrealised gains on transactions between the Group and its joint ventures are
eliminated to the extent of the Group’s interest in the joint ventures. Unrealised
losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of the joint ventures have
been changed where necessary to ensure consistency with the policies adopted
by the Group.

Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision-maker. The chief operating decision-
maker, who is responsible for allocating resources and assessing performance

of the operating segments, has been identified as the management that makes
strategic decisions.

Related parties
A party is considered to be related to the Group if;

(a)  the party is a person or a close member of that person’s family and that
person

(i has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the Group or of a parent
of the Group;

or

(b)  the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other entity (or of a parent,
subsidiary or fellow subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the same third party;

(iv)  one entity is a joint venture of a third entity and the other entity is an
associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit of employees of
either the Group or an entity related to the Group;

(viy  the entity is controlled or jointly controlled by a person identified in (a); and

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

Close family members of the family of a person are those family members who
may be expected to influence, or be influenced by, that person in their dealings
with the entity.
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Property, plant and equipment and depreciation

Property, plant and equipment primarily consist of buildings, leasehold
improvements, machinery and office equipment, furniture and fixtures, and

motor vehicles. They are stated at cost less accumulated depreciation and any
impairment losses. Historical cost includes expenditure that is directly attributable
to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as
a separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and the cost of the

item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to the profit or loss
during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their cost to
their residual values over their estimated useful lives. The principal annual rates
used for this purpose are as follows:

2.5% t0 5%
Shorter of remaining lease term or 20%

Buildings
Leasehold improvements

7.5% to 33'/3%
9% to 33'/5%
9% to 25%

Machinery and office equipment
Furniture and fixtures
Motor vehicles

The assets’ residual values and useful lives are reviewed, and adjusted f
appropriate, at the end of each reporting period. Where parts of an item of
property, plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated
separately.

An asset's carrying amount is written down immediately to its recoverable amount
if the asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the
carrying amount and are recognised within ‘Other net income/(loss)” in the profit
or loss.

Investment properties

Investment properties are interests in land and buildings (including the leasehold
interest under an operating lease for a property which would otherwise meet the
definition of an investment property) held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the Group. Such properties

are measured initially at cost, including related transaction costs and where
applicable borrowing costs. After initial recognition, investment properties are
carried at fair value, representing open market value determined at each reporting
date by external valuers. Fair value is based on active market prices, adjusted, if
necessary, for any difference in the nature, location or condition of the specific
asset.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Property under construction or development for future use as an investment
property is classified as investment property under construction. If the fair value
cannot be reliably determined, the investment property under construction will be
measured at cost until such time as fair value can be determined or construction
is completed.

Changes in fair values are recorded in the profit or loss as part of a valuation
gain or loss in ‘other net income/(loss)’. Any gains or losses on the retirement or
disposal of an investment property are recognised in profit or loss in the year of
the retirement or disposal.

Intangible assets

(@)  Goodwill

Goodwill arises on the acquisition of subsidiaries, associates and joint ventures
and represents the excess of the consideration transferred over the Group's
interest in net fair value of the identifiable assets, liabilities and contingent liabilities
of the acquiree and the fair value of the non-controlling interest in the acquiree.

For the purpose of impairment testing, goodwill acquired in a business
combination is allocated to each of the cash-generating units (“CGUs"), or groups
of CGUs, that is expected to benefit from the synergies of the combination. Each
unit or group of units to which the goodwill is allocated represents the lowest
level within the entity at which the goodwill is monitored for internal management
purposes. Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually or more frequently if events
or changes in circumstances indicate a potential impairment. The carrying value of
CGU containing the goodwill is compared to the recoverable amount, which is the
higher of value in use and the fair value less costs of disposal. Any impairment is
recognised immediately as an expense and is not subsequently reversed.

(b)  Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost.
The cost of intangible assets acquired in a business combination is the fair value
at the date of acquisition. The useful lives of intangible assets are assessed to
be either finite or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset with a finite useful life
are reviewed at least at each financial year end.

Intangible assets with indefinite useful lives are tested for impairment annually
either individually or at the cash-generating unit level. Such intangible assets

are not amortised. The useful life of an intangible asset with an indefinite life is
reviewed annually to determine whether the indefinite life assessment continues to
be supportable. If not, the change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.
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Leases

Leases in which a significant portion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Payments made under
operating leases (net of any incentives received from the lessor) are charged to
the profit or loss on a straight-line basis over the period of the lease.

Leases of property, plant and equipment where the Group has substantially all the
risks and rewards of ownership are classified as finance leases. Finance leases
are capitalised at the lease’s commencement at the lower of the fair value of the
leased property and the present value of the minimum lease payments.

Each lease payment is allocated between the liability and finance charges. The
corresponding rental obligations, net of finance charges, are included in other
long-term payables. The interest element of the finance cost is charged to the
profit or loss over the lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each period. The property,
plant and equipment acquired under finance leases is depreciated over the shorter
of the useful life of the asset and the lease term.

Impairment of non-financial assets

Intangible assets that have an indefinite useful life or intangible assets not ready
to use are not subject to amortisation and are tested annually for impairment.
Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's fair value less costs to sell and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-generating units). Non-financial assets
other than goodwill that suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date.

Financial assets

Classification

The Group classifies its financial assets in the following categories: at fair

value through profit or loss, loans and receivables, and available for sale. The
classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial
recognition.

(@)  Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for
frading. A financial asset is classified in this category if acquired principally for the
purpose of selling in the short-term. Derivatives are also categorised as held for
frading unless they are designated as hedges. Assets in this category are classified
as current assets if expected to be settled within 12 months; otherwise, they are
classified as non-current assets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(b)  Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They are included
in current assets, except for the amounts that are settled or expected to be settled
more than 12 months after the end of the reporting period. These are classified
as non-current assets. The Group's loans and receivables comprise ‘trade
receivables’, ‘prepayments, deposits and other receivables’, ‘pledged deposit” and
‘cash and bank balances’ in the statement of financial position (Notes 17, 18 and
19).

(c)  Available-for-sale financial investments

Available-for-sale financial assets are non-derivatives that are either designated
in this category or not classified in any of the other categories. They are included
in non-current assets unless the investment matures or management intends to
dispose of it within 12 months of the end of the reporting period.

Recognition and measurement

All regular way purchases and sales of financial assets are recognised on the
trade-date — the date on which the Group commits to purchase or sell the asset.
Investments are initially recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or loss. Financial assets
carried at fair value through profit or loss are initially recognised at fair value, and
transaction costs are expensed in the profit or loss. Available-for-sale financial
assets and financial assets at fair value through profit or loss are subsequently
carried at fair value. Loans and receivables are subsequently carried at amortised
cost using the effective interest method.

Changes in the fair value of monetary and non-monetary securities classified as
available-for-sale are recognised in other comprehensive income.

When securities classified as available-for-sale are sold or impaired, the
accumulated fair value adjustments recognised in equity are included in the profit
or loss as ‘gains and losses from investment securities’.

Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of a group
of similar financial assets) is derecognised when:

° the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from the asset or
has assumed an obligation to pay the received cash flows in full without material
delay to a third party under a “pass-through” arrangement; and either (a) the
Group has transferred substantially all the risks and rewards of the asset or (b) the
Group has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.
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Offselting Financial Instruments

Financial assets and liabilities are offset and the net amount reported in the
statement of financial position when there is a legally enforceable right to offset
the recognised amounts and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. The legally enforceable right must
not be contingent on future events and must be enforceable in the normal course
of business and in the event of default, insolvency or bankruptcy of the company
or the counterparty.

Impairment of financial assets

(a)  Assets carried at amortised cost

The Group assesses at the end of each reporting period whether there is objective
evidence that a financial asset or a group of financial assets is impaired. A
financial asset or a group of financial assets is impaired and impairment losses
are incurred only if there is objective evidence of impairment as a result of one
or more events that occurred after the initial recognition of the asset (an “loss
event’) and that loss event (or events) has an impact on the estimated future cash
flows of the financial asset or the group of financial assets that can be reliably
estimated.

Evidence of impairment may include indications that a debtor or a group of
debtors is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptcy
or other financial reorganisation, where observable data indicate that there is
a measurable decrease in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.

For loans and receivables category, the amount of the 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. The carrying
amount of the asset is reduced and the amount of the loss is recognised in the
consolidated statement of profit or loss. If a loan or held-to-maturity investment
has a variable interest rate, the discount rate for measuring any impairment loss
is the current effective interest rate determined under the contract. As a practical
expedient, the Group may measure impairment on the basis of an instrument’s fair
value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment
was recognised (such as an improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment loss is recognised in the
consolidated profit or loss.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(b)  Assets classified as available-for-sale
The Group assesses at the end of each reporting period whether there is objective
evidence that a financial asset or a group of financial assets is impaired.

For debt securities, if any such evidence exists the cumulative loss — measured
as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in profit or loss — is
removed from equity and recognised in profit or loss. If, in a subsequent period,
the fair value of a debt instrument classified as available for sale increases and
the increase can be objectively related to an event occurring after the impairment
loss was recognised in profit or loss, the impairment loss is reversed through the
consolidated profit or loss.

For equity investments, a significant or prolonged decline in the fair value of

the security below its cost is also evidence that the assets are impaired. If any
such evidence exists, the cumulative loss — measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognised in profit or loss — is removed from equity
and recognised in profit or loss. Impairment losses recognised in the consolidated
profit or loss on equity instruments are not reversed through the consolidated
profit or loss.

Derivative financial instruments

Derivative financial instruments of the Group include call and put options in
connection with the acquisition of an associate and derivative financial asset in
relation to advanced issuance of earn-out perpetual convertible bonds. Such
derivative financial instruments are initially recognised at fair value on the date on
which a derivative contract is entered into and are subsequently remeasured at
fair value. Derivatives are carried as assets when the fair value is positive and as
liabilities when the fair value is negative. Any gains or losses arising from changes
in fair value of derivatives are taken directly to profit or loss.

Perpetual Convertible Bonds

Perpetual Convertible Bonds issued by the Group gives holders the right to
convert these Perpetual Convertible Bonds into a fixed number of the Company’s
ordinary shares at any time at a fixed exercise price per share, subject to
adjustments as provided in the terms and conditions of the bonds. The Perpetual
Convertible Bonds have no maturity date and are not redeemable. They are
freated as equity instruments and are not remeasured in subsequent years.

Compound financial instruments

The liability component of a compound financial instrument is recognised initially
at the fair value of a similar liability that does not have an equity conversion option.
The equity component is recognised initially at the difference between the fair
value of the compound financial instrument as a whole and the fair value of the
liability component, which is included in shareholders’ equity in convertible notes
equity reserve. Any directly attributable transaction costs are allocated to the
liability and equity components in proportion to their initial carrying amounts.
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Subsequent to initial recognition, the liability component of a compound financial
instrument is measured at amortised cost using the effective interest method.
The equity component of a compound financial instrument is not re-measured
subsequent to initial recognition. The convertible notes equity reserve will be
transferred to share capital and share premium accounts upon conversion,
Balance of convertible notes equity reserve will be transferred to accumulated
profits or losses at the expiry of the conversion rights.

The liability component of a convertible instrument is classified as current unless
the Group has an unconditional right to defer settlement of the liability for at least
12 months after the end of the reporting period.

Stock of properties

Stock of properties are stated at the lower of cost and net realisable value. Net
realisable value takes into account the price ultimately expected to be realised and
the anticipated costs to completion.

Costs of properties include acquisition costs, development expenditure, borrowing
costs and other direct costs attributable to the properties. The carrying values

of properties held by subsidiaries are adjusted in the consolidated financial
statements to reflect the Group’s actual costs incurred where appropriate.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined using the weighted average cost method. The cost of finished goods
and work in progress comprises raw materials, direct labour, other direct costs
and related production overheads (based on normal operating capacity). Net
realisable value is the estimated selling price in the ordinary course of business,
less applicable variable selling expenses.

Irade receivables and other receivables

Trade receivables are amounts due from customers for goods sold and services
rendered in the ordinary course of business. If collection of trade receivables and
other receivables is expected in one year or less, they are classified as current
assets. If not, they are presented as non-current assets.

Trade receivables and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method, less
provision for impairment.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents include
cash on hand, demand deposits and other short-term highly liquid investments
with original maturities of three months or less.

Irade payables

Trade payables are obligations to pay for goods or services that have been
acquired in the ordinary course of business from suppliers. Trade payables are
classified as current liabilities if payment is due within one year or less. If not, they
are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.

Provisions

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

Where there are a number of similar obligations, the likelihood that an outflow will
be required in settlement is determined by considering the class of obligations as
a whole. A provision is recognised even if the likelihood of an outflow with respect
to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be
required to settle the obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the obligation.
The increase in the provision due to passage of time is recognised as interest
expense.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred.
Borrowings are subsequently carried at amortised cost; any difference between
the proceeds (net of transaction costs) and the redemption value is recognised
in the profit or loss over the period of the borrowings using the effective interest
method.

Fees paid on the establishment of loan facilities are recognised as transaction
costs of the loan to the extent that it is probable that some or all the facility will be
drawn down. In this case, the fee is deferred until the draw-down occurs. To the
extent there is no evidence that it is probable that some or all of the facility will
be drawn down, the fee is capitalised as a pre-payment for liquidity services and
amortised over the period of the facility to which it relates.

Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12 months after
the end of the reporting period.
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Borrowing costs

General and specific 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.

All other borrowing costs are expensed in the period in which they are incurred.

Income tax

Income tax comprises current and deferred tax. Tax is recognised in the

profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In this case, the tax is also recognised
in other comprehensive income or directly in equity, respectively.

(@)  Current income tax

Current tax assets and liabilities for the current and prior periods are measured

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

(b)  Deferred tax

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

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

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

° in respect of taxable temporary differences associated with investments

in subsidiaries, associates and joint ventures, when the timing of the reversal of
the temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

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

° when the deferred tax asset relating to the deductible temporary differences
arises from the initial recognition of an asset or liability in a transaction that is not
a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

° in respect of deductible temporary differences associated with investments
in subsidiaries, associates and joint ventures, deferred tax assets are only
recognised to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which
the temporary differences can be utilised.

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

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

Deferred tax assets and liabilities are offset when there is a legally enforceable
right to offset current tax assets against current tax liabilities and when the
deferred taxes assets and liabilities relate to income taxes levied by the same
taxation authority on either the taxable entity or different taxable entities where
there is an intention to settle the balances on a net basis.

Revenue recognition

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

(@) from sports events and competitions produced or organised, when the
events and competitions are completed;
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(b)  from sports talent management and marketing services and consultancy
services, when services are rendered or on a time apportionment basis in
accordance with the agreements or contracts entered into with sponsors and
clients;

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

(d)  from community development consultancy services, when services are
rendered or on a time apportionment basis in accordance with the agreements or
contracts entered into with clients;

(e)  from sports park facilities hiring income, when the tickets are surrendered
or used by the customer or when passes are amortised using straight-line method
over the period of their validity;

() rental income, on a straight line basis over the lease terms;

(g) interest income is recognised using the effective interest method. When

a loan and receivable is impaired, the Group reduces the carrying amount to

its recoverable amount, being the estimated future cash flow discounted at the
original effective interest rate of the instrument, and continues unwinding the
discount as interest income. Interest income on impaired loans and receivables is
recognised using the original effective interest rate.

Government grants

Government grants are recognised at their fair value where there is reasonable
assurance that the grant will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and recognised in the profit
or loss over the period necessary to match them with the costs that they are
intended to compensate.

Government grants relating to property, plant and equipment are included in non-

current liabilities as deferred government grants and are credited to the profit or
loss on a straight-line basis over the expected lives of the related assets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Share-based payments

The Group operates a number of equity-settled, share-based compensation plans,
under which the entity receives services from employees as consideration for
equity instruments (options) of the Group. The fair value of the employee services
received in exchange for the grant of the options or shares is recognised as an
expense. The total amount to be expensed is determined by reference to the fair
value of the options or shares granted:

° including any market performance conditions (for example, an entity’s share
price);

° excluding the impact of any service and non-market performance vesting
conditions (for example, profitability, sales growth targets and remaining an
employee of the entity over a specified time period); and

° including the impact of any non-vesting conditions (for example, the
requirement for employees to save or holding shares for a specified period of
time).

At the end of each reporting period, the Group revises its estimates of the number
of options that are expected to vest based on the non-marketing performance and
service conditions. It recognises the impact of the revision to original estimates, if
any, in the profit or loss, with a corresponding adjustment to equity.

When the options are exercised, the Company issues new shares. The proceeds
received net of any directly attributable transaction costs are credited to share
capital (nominal value) and share premium when the options are exercised.

Other employee benelfits

Pension scheme

The Group operates a defined contribution Mandatory Provident Fund retirement
benefit scheme (the “MPF Scheme”) under the Mandatory Provident Fund
Schemes Ordinance for all of its employees in Hong Kong. Contributions are made
based on a percentage of the employees’ basic salaries and are charged to profit
or loss as they become payable in accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately from those of the Group in an
independently administered fund.
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The employees of the Group’s subsidiaries which operate in the PRC are required
to participate in central pension schemes operated by the local municipal
governments. These subsidiaries are required to contribute certain percentage of
their payroll costs to the central pension schemes. The contributions are charged
to profit or loss as they become payable in accordance with the rules of the
central pension schemes.

Foreign currency transiation

(@) Functional and presentation currency

These financial statements are presented in Hong Kong dollars, which is the
Company’s functional and presentation currency. Each entity in the Group
determines its own functional currency and items included in the financial
statements of each entity are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’).

(b)  Transactions and balances

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

rates ruling at the end of the reporting period. Exchange gains and losses are
recognised in profit or loss, except those arising from foreign currency borrowings
used to hedge a net investment in a foreign operation which are recognised in
other comprehensive income.

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

The results of foreign operations are translated into Hong Kong dollars at the
exchange rates approximating the foreign exchange rates ruling at the dates of
the translations. Statement of financial position items, including goodwill arising

on consolidation of foreign operations acquired on or after 1 January 2005, are
translated into Hong Kong dollars at the closing foreign exchange rates at the end
of the reporting period. The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in equity in the exchange
reserve. Goodwill arising on consolidation of a foreign operation acquired before 1
January 2005 is translated at the foreign exchange rate that applied at the date of
acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of the exchange

differences relating to that foreign operation is reclassified from equity to profit or
loss when the profit or loss on disposal is recognised.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(c)  Group companies

The results and financial position of all the group entities (none of which has the
currency of a hyper-inflationary economy) that have a functional currency different
from the presentation currency are translated into the presentation currency as
follows:

(i assets and liabilities for each statement of financial position presented are
translated at the closing rate at the date of that statement of financial position;

(i) income and expenses for each profit or loss are translated at average
exchange rates (unless this average is not a reasonable approximation of the
cumulative effect of the rates prevailing on the transaction dates, in which case
income and expenses are translated at the rate on the dates of the transactions);
and

(i) all resulting currency translation differences are recognised in other
comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity
are freated as assets and liabilities of the foreign entity and translated at the
closing rate. Currency translation differences arising are recognised in other
comprehensive income.

(d)  Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a disposal of the Group's entire
interest in a foreign operation, or a disposal involving loss of control over a
subsidiary that includes a foreign operation, a disposal involving loss of joint
control over a joint venture that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that includes a foreign
operation), all of the currency translation differences accumulated in equity in
respect of that operation attributable to the owners of the company are reclassified
to profit or loss.

In the case of a partial disposal that does not result in the Group losing control
over a subsidiary that includes a foreign operation, the proportionate share of
accumulated currency translation differences are re-attributed to non-controlling
interests and are not recognised in profit or loss. For all other partial disposals
(that is, reductions in the Group’s ownership interest in associates or joint ventures
that do not result in the Group losing significant influence or joint control) the
proportionate share of the accumulated exchange difference is reclassified to
profit or loss.
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31 December 2016 —FE—XF+=-_A=+—H

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to
the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds.

Where any group company purchases the Company’s equity share capital
(treasury shares), the consideration paid, including any directly attributable
incremental costs (net of income taxes), is deducted from equity attributable to the
Company’s equity holders until the shares are cancelled or reissued. Where such
shares are subsequently reissued, any consideration received, net of any directly
attributable incremental transaction costs and the related income tax effects, is
included in equity attributable to the Company’s equity holders.

Unlisted warrants

Unlisted warrants issued by the Company that will be settled by a fixed amount
of cash for a fixed number of the Company’s own equity instruments are equity
instruments. The net proceeds received from the issue of unlisted warrants are
recognised in equity (unlisted warrants reserve). The unlisted warrants reserve will
be transferred to share capital and share premium accounts upon the exercise

of the unlisted warrants. Balance of unlisted warrants reserve in relation to the
unexercised warrants will be transferred to accumulated profits or losses at the
expiry of the warrants period.

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

Judgements

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

Revenue recognition

The main revenue streams of the Group include revenue from sports content
production and distribution, sports talent management, sale of goods and
community development consultancy services. As required by HKAS 18
“Revenue’, revenue from the sale of goods and rendering of services can only
be recognised when all the specific conditions have been satisfied. The Group’s
accounting policy in relation to revenue recognition is disclosed in note 2.3. In
addition, the illustrative example of HKAS 18 requires the Group to determine
whether the Group is acting as a principal or an agent on these type of activities,
the Group made assessment based on indicators of (a) who is primarily
responsible for providing the goods or services; (b) who has inventory risk; (c)
who bears credit risk; and (d) who has latitude to establish prices. Based on a
comprehensive assessment of all the facts and circumstances, judgement is made
on an individual contract basis to determine whether revenue can be recognised
during the year and whether revenue should be recognised on a gross or net
basis.

Acquisition of 10% equity interest in Double Happiness

During the year ended 31 December 2016, the Group completed the acquisition
of 10% equity interest in Double Happiness at RMB124,992,000 in accordance
with the share transfer agreement dated 23 October 2015. The Group also
entered into the option agreement with LN Group, pursuant to which LN Group

is granted the call option to purchase, and the Group is granted the put option

to sell, the option shares on the exercise date subject to the conditions under
the option agreement. Judgement is required to determine the fair values of

the options, the assets acquired, the liabilities assumed, and the purchase
consideration of the 10% equity interest, and on the allocation of the purchase
consideration to the identifiable assets and liabilities. The consideration of the 10%
equity interest has been calculated by subtracting the fair value of the options
from the total consideration (i.e. RMB124,992,000), then the consideration of
the 10% equity interest has been allocated to the identifiable assets and liabilities
of Double Happiness. If the purchase consideration exceeds the Group’s share

of the fair value of the net assets acquired then the incremental amount paid is
accounted for as goodwill. If the purchase price consideration is lower than the
Group’s share of the fair value of the net assets acquired then the difference is
recorded as a gain in the profit or loss. Allocation of the purchase consideration
between finite lived assets and indefinite lived assets such as goodwill and
trademark affects the subsequent results of the Group as finite lived intangible
assets are amortised, whereas indefinite lived intangible assets, including goodwill
and trademark, are not amortised.

Classification between investment properties and owner-occupied properties

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

in the production or supply of goods or services or for administrative purposes.
Judgement is made on an individual property basis to determine whether ancillary
services are so significant that a property does not quality as an investment
property.

Estimation uncertainty

Notes 13, 14, 25, 26, 28, and 29 contain information about the assumptions
and their risk factors relating to estimation of fair value of investment properties,
interests in associates and a joint venture and related call and put options,
convertible notes, deferred tax assets, fair value of share options granted and fair
value of derivative financial asset in relation to advanced issuance of earn-out
perpetual convertible bonds, other key sources of estimation uncertainty are as
follow:

() Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment for all non-
financial assets at the end of each reporting period in accordance with the
accounting policies stated in note 2.3. Indefinite life intangible assets are tested
for impairment annually and at other times when such an indicator exists. Other
non-financial assets are tested for impairment when there are indicators that the
carrying amounts may not be recoverable. An impairment exists when the carrying
value of an asset or a cash-generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs to sell and its value in use. Both
calculations require the use of estimates. The calculation of the fair value less
costs to sell is based on available data from binding sales transactions in an arm'’s
length transaction of similar assets or observable market prices less incremental
costs for disposing of the asset. In estimating the recoverable amounts of assets,
various assumptions, including future cash flows to be associated with the non-
current assets (such as future sales forecast, expected capital expenditure and
working capital requirements) and discount rates, are made. If future events do not
correspond to such assumptions, the recoverable amounts will need to be revised,
and this may have an impact on the Group’s results of operations or financial
position.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(i) Depreciation

The Group’s management exercises its judgement in estimating the useful lives
of the depreciable assets. The estimated useful lives reflect the management's
estimate of the periods the Group intends to derive future economic benefits from
the use of these assets.

The Group depreciates the property, plant and equipment in accordance with the
accounting policies stated in note 2.3 to the financial statements. The carrying
amount of property, plant and equipment is disclosed in note 12 to the financial
statements.

4. OPERATING SEGMENT INFORMATION

The management is the Group's chief operating decision-maker. The management
reviews the Group’s internal reports periodically in order to assess performance
and allocate resources.

The management considers the business from a product/service perspective. The
management separately considers the different products and services offered,
and for the year ended 31 December 2016, the Group is organised into two
reportable operating segments as follows:

(@)  the sports-related business segment engages in the production and
distribution of sports content, management and marketing of sports talents and
provision of sports consultancy service; and

(b)  the community development segment engages in property development
for sales and investment, research and development, manufacturing, marketing
and sales of construction materials, operation of sports parks, development of
communities and provision of consultancy and subcontracting services.
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Management monitors the results of the Group’s operating segments separately
for the purpose of making decisions about resources allocation and performance
assessment. Segment performance is evaluated based on reportable segment

profit or loss, which is a measure of adjusted profit or loss before tax. The

adjusted profit or loss before tax is measured consistently with the Group's profit
or loss before tax except that interest income, finance costs, equity-settled share
option expenses, fair value changes on investment properties, share of profits

and losses of associates and a joint venture as well as head office and corporate

income and expenses are excluded from such measurement,

EEEIHAERARBREEDMZES
AL B IR BL R R IV EEHIRE - D8R
BIRER 28,0 &Fm M kB R E 1T
- DA ERH A H B G N R ER 2T
E BRI BB ENRBRE G ET AR
752 8 2 B A A i R SR 1R — B MR B
A BAFERAS ~ AR B 2 BB IR = ~ %
BYMEZRVEED NIEBERRNEE
R ZENREEARERER R ERRA
MAXBITBERZER -

Sports-related Community
BE-_E-RF business development Total
Year ended 31 December 2016 +=-A=+-HLEE EEHBER HERR @t
HK$'000 HK$'000 HK$’'000
TER TER TER
Segment revenue: DU
External INEB 157,236 394,972 552,208
Segment results FHEE 49,844 38,583 88,427
Reconciliation: FE -
Interest income FEWA 4,838
Fair value loss on investment properties REMEZNTESR (21,624)
Equity-settled share option expense NREEE 2 BRERS (2,896)
Corporate and other unallocated income PEREMEKDEKA 1,251
Corporate and other unallocated expenses PEREMADIERY (43,359)
Share of profits/(losses) of associates and AMEBENRAIREECEY
a joint venture wF,/ (B8) 95,605
Finance costs BBKAR (10,079)
Profit before income tax [ P75 250 A 7 112,163
Other segment information: Hih o HE R
Depreciation nE 901 2,745 3,646
Add: depreciation related to corporate MmECEEHEITE 105
3,751
Write-down of inventories FEME - 259 259
Capital expenditure BARX 44 888 932
Add: capital expendifure related to corporate MECEEEEARY 143,449
144,381
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Sports-related Community
BE-_Z—hfF business development Total
Vear ended 31 December 2015 +-A=+-BHLIEFE BEREER HERE @it
HK$'000 HK$'000 HK$'000
AT FET AT
Segment revenue: 2R
External ohEp 111,908 35,447 147,355
Segment results ABLE 6,372) (41,452) (47,824)
Reconciliation; HEE -
Interest income FBUA 7,891
Fair value gain on investment properties REMEZNFEFNE 2,405
Equity-settled share option expense DREEE 2 BRERY (14,239)
Corporate and other unallocated income TPEREMRDERA 9,058
Corporate and other unallocated expenses PEREMRIERY (59,922)
Share of profits/(losses) of associates and DEBENTRAECEZER
a joint venture /(B#8) (18,122)
Finance costs BB A (1,798)
Loss before income tax BREERAERE (182,551)
Other segment information: HihaHEHR !
Depreciation nE 1,069 5235 6,304
Add: depreciation related to corporate mEMEEE TE 546
6,850
Amortisation of prepaid land lease payments BT EEFIEEE - 442 442
Impairment loss on property, plant and equipment ME - BERSERESE - 910 910
Write-down of inventories FEME - 2,637 2,637
Capital expenditure BEARAY 837 16,630 17,467
Add: capital expenditure related to corporate mECEEE s EARAY 28
17,495
Information about major customers FEEFZEH
Revenue of approximately HK$74,440,000 was derived from an individual REBEET—RF+A=1T—HILEFE"

customer of the sports-related business segment, while HK$102,557,000,
HK$70,560,000, HK$54,495,000 and HK$54,234,000 were derived from four
individual customers of the community development segment, respectively, for the

year ended 31 December 2016.

Revenue of approximately HK$80,224,000 and HK$24,481,000 were derived
from two individual customers of the sports-related business segment and
community development segment, respectively for the year ended 31 December

2015.

#974,440,0008 T2 m KR E — % BB HEH
¥% o2 @BI%EF - iMm102,557,0007%8 7T
70,560,0005% 7T, ~ 54,495,000 7T }&54,234,000
Btz W o Bk 8 Y &4t @ 35 262 @

REP -

REBE-_ZE—hE+_A=+—RHIL&EE"
#780,224,0007 7T 124,481,000/ 7T 2 W= 5
FIREMZEERBES Y B RLRAEY

BB ERIEF
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5. REVENUE, OTHER REVENUE AND OTHER NET INCOME
Revenue, which is also the Group's turnover, represents (i) the net invoiced value
of goods sold, net of value-added tax and after allowances for returns and trade
discounts; (if) the value of services rendered, net of value-added tax/business
tax and government surcharges; (iii) considerations received and receivable

for organising events and competitions; (iv) gross hiring income received and
receivable from sports park facilities; and (v) gross rental income received and
receivable from investment properties during the year.

An analysis of the Group’s revenue, other revenue and other net income are as
follows:

5. Wi Hibsm R EAFRA
Was (TRAVAREE 2 2 %8) HIEFA : ()i
E8mERFE (EIMERIBERARR
REBBEREZIM) (I FRERFEE
(EMBRIBER,LERRBTEE) : (i)2
WA EB R BEZRE: VEEE
RiED W R U 2 HERAERE: RVvBER
EMEC W LK ZHE WALE -

7o W3 - E AR R B AT A 2 AR
T -

Uy 58

Revenue
Sports content production and distribution income

A AR EE R ERA

Sports talent management income EEATERKA
Sale of goods HEEm
Community development R E
consultancy service income AR A
Gross rental income HeBA
Sports park facilities hiring income BERZEHERA
Other Revenue H 1 28
Government grants TR T i B
Interest income FEWA
Underwriting commission fee income realised EERBHEES KA
Others HAty
Other net income HaFWA
Foreign exchange gain, net PE 5 Uz F BE
Fair value gain on derivative financial instruments T BB I A2
NFEFH

Fair value gain on investment properties
Gain on disposal of property, plant and equipment

HEYX BB k& E
Z R

REMEZ XFEMNE
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Notes HK$’000 HK$'000
B TET FHETT
114,218 101,114

43,054 10,795

353,075 33,273

32,988 -

1,254 1,530

7,619 643

552,208 147,355

22 35,344 _
4,838 7,891

35(a)((i - 8,802
- 227

40,182 16,920

1,210 -

4 -

13 - 2,405
- 29

1,251 2,434

41,433 19,354
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6. FINANCE COSTS

=B H8

NGLIbEE L

31 December 2016 ZE—~"F+=_A=+—H

Interest on bank and other loans RIT R EHMEFHE

Interest on convertible notes BEl e Yl

Less: interest expense capitalised into properties i A B AR TR B 2
under development for sale STEMEZNERX

Note:

(a) The finance costs have been capitalised at an average interest rate of 5.3% (2015:
4.6%) per annum.

7. PROFIT/(LOSS) BEFORE INCOME TAX
The Group’s profit/(loss) before income tax is arrived at after charging/(crediting):

6. BB A
Notes HK$’000 HK$'000
5T FTHBxT FETT
23 18,092 5,749
25 4,251 _
() (12,264) (3,951)
10,079 1,798
B 5 -
@ BBRACIRS3% (ZT—RHEF:46%)2
FIERRE AR -
7. BRETEHAER(FHE)

$E@Zf§$ﬁﬁ SEADEM, BRI &R,
(FEA) oI B HZER:

Cost of inventories sold EEFEKR
Cost of services provided FIr 42 4 AR 75 B AR
Depreciation e
Amortisation of prepaid land lease payments T £ b FE & FRE # 8
Minimum lease payments under operating leases of 3 R F KL HL 2
land and buildings REMAEMNR
Auditor's remuneration %S BN B &
— audit services —Z R
— fax services — B 75 AR 7%
— other services — H fth iR 7%
Employee benefit expense (including directors’ EERNAXZ (BEES
remuneration (Note 8)): & (MIzEs) ) -
— Wages and salaries —TERH®
— Equity-settled share option expenses - lﬁ/%lg*é EE BB
Van
— Contributions to defined contribution retirement  — & 2Bt TR KEHEI 2
plans N
Gain on disposal of items of property, HEME BB R&HE
plant and equipment 18 B 2 78
Fair value loss/(gain) on investment properties KREWE 2 AFE
&8, (F8)
Impairment loss on property, plant and equipment ¥ 3 = K R & REE 18
Foreign exchange (gain)/loss, net S (FE) EEFE
Fair value gain on derivative financial instruments ~ $TAM BT A2
NEEFE

Note:

(a) In 2016, other services included a professional fee of HK$1,507,000 (2015: Nil)
which has been capitalised in interest in an associate.

Notes HK$’000 HK$'000
3T FHT FETT
346,132 27,929
84,996 94,136
12 3,751 6,850
- 442
9,590 10,732
1,975 2,448
150 150
(@) 2,344 716
43,651 49,137
1,990 10,947
3,197 4,021
48,838 64,105
- (29)
13 21,624 (2,405)
- 910
(1,210) 11,168
(41) -
iik=2
@ MRZZT—RTF EMRBEE1E1,507,000% T
(ZZ—FHE:

o

N o

) ZERBR HEWAKER
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31 December 2016 —F— R F+=_A=+—H

8. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year disclosed pursuant to section 383(1) of the
Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of
Information about Benefits of Directors) Regulation are as follows:

8. EEMeE

BIEES AR EPIE(ERAT (BBE
FRHER) RPIENRE FEEEMS
m

HK$’000 HK$'000

FET FET

Fees we 1,500 1,500
Other emoluments: HaHe -

Salaries, allowances and benefits in kind e EMEEWEAR 14,449 14,647

Equity-settled share option expenses ARRHE A 8 2 AR 7 A =2 1,474 4,878

Pension scheme contributions RIRE FHEIHE R 72 57

15,995 19,682

17,495 21,082

In prior years, certain directors were granted share options, in respect of their
services to the Group, under the share option schemes of the Company, further
details of which are set out in note 28 to the financial statements. The fair values
of such options, which have been recognised in profit or loss over the relevant
vesting period, were determined as at the respective dates of grant and the
amount included in the financial statements for the current year are included in the
above directors’ remuneration disclosures.

VIVA CHINA HOLDINGS LIMITED 3ENhEIIERR BR8]
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31 December 2016 —ZE— R F+-_A=+—H

An analysis of the directors’ remuneration, is as follows: EEMes T
Salaries,
allowances Equity-settled Retirement
and benefits share option scheme Total
Fees in kind expenses contributions remuneration
B RRER NUREREZ Bike
ok BN BRERX TEIHM kA5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER
2016 “E-RE
Executive directors: BTES:
M. Li Ning TEELE 150 10,993 51 18 11,212
Mr. Chan Ling REfE 150 1,800 514 18 2,482
Mr. Li Chunyang TEEEE 150 1,056 446 18 1,670
Mr. Li Qilin FEBEE 150 600 69 18 837
600 14,449 1,080 72 16,201
Non-executive directors: FHTES:
Mr. Ma Wing Man BAEE 150 - 51 - 201
Mr. Chan James BB EE 150 - 172 - 322
300 - 223 - 523
Independent non-executive directors: BUFHTES:
Mr. Ng Sau Kei, Wilfred RIEELE 200 - 51 - 251
Mr. Chen Johnny BRERLE 200 - 51 - 251
Mr. Lien Jown Jing, Vincent ERELAE 200 - 69 - 269
600 - 1 - m
1,500 14,449 1,474 72 17,495
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Salaries,
allowances Equity-settled Retirement
and bengfits share option scheme Total
Fees in kind expenses contributions remuneration
HeRMRk NREREHE Rk
Hne EMETN BRERX AR B¢ mat
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
P & THET FTET TR THER TR
2015 —2-1f
Executive directors: UTES:
Mr. Li Ning FEEE 150 11,657 170 18 11,995
Mr. Chan Ling bRE L 150 1,800 1,702 18 3,670
Mr. Li Chunyang FEBEE 150 1,110 1475 18 2,753
M. Li Qlin THBETE a 150 80 227 3 460
600 14,647 3,574 57 18,878
Non-executive directors: EHTES:
Mr. Ma Wing Man BREE 150 - 170 - 320
Mr. Chan James BB k- 150 - 567 - 77
300 - 737 - 1,037
Independent non-executive directors: BV EHITES:
Mr. Ng Sau Kel, Wilfred RFELE 200 - 170 - 370
Mr. Chen Johnny BELTE 200 - 170 - 370
Mr. Lien Jown Jing, Vincent ERIERE 200 - 207 - 427
600 - 567 - 1,167
1,500 14,647 4,878 57 21,082
Note: MfEE -

(@  Mr Li Qilin was re-designated from a non-executive director to an executive director @ FEBEENR-_ZTZ—HAFT+—A+=HH
on 13 November 2015 FBMITESTHERNITES

There was no arrangement under which a director waived or agreed to waive any FAMBEFTHEXRERETAME 2%

remuneration during the year (2015: Nil). H(ZZE—RF &)

] 34 VIVA CHINA HOLDINGS LIMITED EN P EIIZRR BR8]
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9. FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals during the year included three directors (2015;
three directors), details of whose remuneration are set out in note 8 above. Details
of the remuneration for the year of the remaining two (2015: two) highest paid
individuals who are neither a director nor a chief executive of the Company are as
follows:

imO IS R MISE

31 December 2016 —FE—~"F+=_A=+—H

9. HEBREFMAL
FALERSFMALBE=28BF (=
—hFZREF) HMFBEH IR
EXHIES - FAEBME (T —HF W
R)FARAEZTHTRARZESFHIA
TZMEFRI T

HK$’000 HK$'000

FExT FET

Salaries, allowances and benefits in kind e R REYEN 2,810 2,417
Fquity-settled share option expenses ARt 2 BB 815 3,014
Retirement scheme contributions RIREFT B 36 129
3,661 5,560

The number of the non-director and non-chief executive highest paid individuals
whose remuneration fell within the following bands is as follows:

FENEB A N RE 2 IFE S MIFTTRARR 2 &
SEMALZ ABINT

Number of employees
EEA™

HK$1,000,001 to HK$1,500,000
HK$2,000,001 to HK$2,500,000
HK$3,000,001 to HK$3,500,000

1,000,001 7T 21,500,000/ 7T 1 -
2,000,001 7T 22,500,000/ 7T
3,000,001 7T 23,500,000/ 7T -

In prior years, share options were granted to the non-director and non-chief
executive highest paid individuals in respect of their services to the Group, further
details of which are set out in note 28 to the financial statements. The fair value
of such share options, which has been recognised in profit or loss over the vesting
period, was determined as at the date of grant and the amount included in the
financial statements for the current year is included in the above non-director and
non-chief executive highest paid individuals remuneration disclosures.

RBEFE CHRFEERFTRARZE
= H A RSB RS mAE R LB R
B BRE - FTHBERNPBERRMES -
ZEBEBRE 2N TER R B EEE S
R WREH BHEE Mt ARFEBE
WRZHADFTALXARE 2 FFEE NI
TRz ESHEMALTZHER-
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31 December 2016 —FE— R F+=_A=+—H

10. INCOME TAX

10. FriE%H

Current — the PRC AEAfE —
Deferred BT

No provision for Hong Kong profits tax has been provided for the year ended 31
December 2016 as the Group did not generate any assessable profits arising in
Hong Kong during the year (2015: Nil). The PRC corporate income tax provision
in respect of operations in the PRC is calculated based on the statutory tax rate of
25% on the estimated assessable profits for the year based on existing legislation,
interpretations and practices in respect thereof (2015: Nil).

A reconciliation of the income tax charge applicable to profit/(loss) before income
tax for the jurisdictions in which the Company and the majority of its subsidiaries
are domiciled to the tax charge is as follows:

Note HK$’000 HK$'000
Y 5 TER TAET
9,473 -

26 (5,406) 601
4,067 601

AREBMBE-_ZT—F+-_A=+—A81
FELTENBEEEC T AERFE RN R
BERAFEELEANEHEE (Z2—H
FomE) MPBREBRIEL ZHBETCEMEH
BEDRBEBETAR REBANEHEAR
O JE (B PR N A% 2 SEE B R EH &
(ZE—FRHF E)-

ARBRERBAMBERBMEDEEER
ZHERARGREHEN, (BER) 2MiE
B HBEBRAS 2 HERMT

HK$’000 HK$'000
FHET FET
Profit/(loss) before income tax BRETISB AR (EE) 112,163 (182,551)
At the statutory/applicable income tax rates of BARReEAEERZEE,/
different jurisdictions BRAEHREFTE 33,223 (40,501)
Profits and losses attributable to associates and g AR REEDEEGEER
a joint venture Mg (23,936) 19,543
Tax effect of income not subject to tax HEARMBA 2R EE (5,846) (3,007)
Tax effect of expenses not deductible for tax TAHBEAY 2R E 8,108 8,502
Tax effect of unused tax losses not recognised REAARERHIEBEZ
mGTE 13,536 16,064
Tax effect of tax losses utilised EHAHEREECHRETE (21,018) -
Income tax charge Frig iz i 4,067 601

The share of income tax expense atiributable to associates and a joint venture for
the year amounting to HK$14,142,000 (2015: HK$16,655,000) is included in
“Share of profits/(losses) of associates and a joint venture” in the profit or loss.

VIVA CHINA HOLDINGS LIMITED EN P EIIZRR BR8]
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

11. PROFIT/LOSS PER SHARE ATTRIBUTABLE TO EQUITY
SHAREHOLDERS OF THE COMPANY

The calculation of basic earnings per share amounts for the years ended 31

December 2016 and 2015 is based on the profit/(loss) for the year attributable

to equity shareholders of the Company, and the weighted average number of

ordinary shares in issue and participating equity instruments during the years.

The calculation of the diluted earnings per share amounts for the years ended 31
December 2016 is based on the profit/(loss) for the year atiributable to equity
shareholders of the Company and the weighted average number of ordinary
shares after adjustment for the effect of deemed exercise of all dilutive potential
ordinary shares at no consideration at the beginning of the period. The effect of
the outstanding convertible notes (note 25) was not included in the computation
of diluted earnings per share for 2016 as it was anti-dilutive.

No adjustment has been made to the basic 10ss per share amounts presented for
the year ended 31 December 2015 in respect of a dilution as the impact of the
potential dilution effect of the associate’s dilutive potential ordinary shares and
the potential ordinary shares for the year ended 31 December 2015, either had
anti-dilutive or no dilutive effect on the basic loss per share amounts presented.

AR O B SRR MY 5
31 December 2016 —FE—~"F+=_A=+—H

H.%éﬂ%é&i@ﬁﬁﬁ%ﬂ/
He_T—R"FEAR-_FT—AHF+_A=+—
BIEFEZBREAENCREIREARAT
EHBREERFENESN, (BE)RFAS
BOEBERA2ERAT EINEF G
& o

BE_Z—RF+-_A=1T—HLFEZSE
P#E RN SR IRE AR B SRR EN
FrmEF, (BE) REBRINET I (B
ARERN PR TNETREERNECETE
BRZZEERAR)FE - A BEE
1 (P5E2s) ARESERE AR E —F
— N2 B S BN R EORET K RTT R
ABMEREZEE-

REEEEMS mRBERRARETE
CEBEEBRBEHRBRNENBE_T
—hAET-A=tT-BULFENEELRR
B2V 2 SREANEESRARBEUNE
W EEERE B ERBE—_T—FF
T-A=1T—RLFEMEINZEMRERE
BEBELHE-

Profit/(loss) attributable to equity shareholders of the
Company, used in the basic and diluted earnings

AR ESRERRETRT 2
ARF KRR EERT,

per share calculation (HK$'000) (BB (T%&7T) 103,630 (179,657)
Number of ordinary shares ZREKREE
Weighted average number of ordinary shares in issue FAREESRERZF 2
and participating equity instruments used in the basic EETERRKRE
earnings per share calculation (000) SERATHEZ NEFHH
(FR&) 11,156,562 8,621,781
Dilutive equivalent shares arising from BIEEBRIIEEZ
potential ordinary shares ('000) ERE (TR) 100,228 -
Weighted average number of ordinary shares and ARFTESRBERTF 2 LB
potential ordinary shares used in the diluted ROBIE E B N I
eamings per share calculation (000) (Fi&) 11,256,790 8,621,781
Basic earnings/(l0ss) per share (HK cents) BREAAF, (EE)
(L) 0.93 (2.08)
Diluted earnings/(loss) per share (HK cents) SREEAT (EE)
(D) 0.92 (2.08)
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12. PROPERTY, PLANT AND EQUIPMENT

Note
Mz
31 December 2016 —E-"E+tZA=1-H
At 1 January 2016; RIZ-RE-A-H:
Cost KR
Accumulated depreciation and impairment SAMERRE
Net book amount REFE
Opening net book amount ENEEFE
Additions NE
Depreciation charge NEZ
Currency translation differences EHER
Closing net book amount FREEFE
At 31 December 2016; W_E-R~E+ZA=+—H:
Cost KA
Accumulated depreciation and impairment BHFERAE
Net book amount REFE
31 December 2015 “E-RE+TZA=t-H
At 1 January 2015 RZE-A5-A—H
Cost KA
Accumulated depreciation and impairment ZEMERAE
Net book amount FEFE
Opening net book amount ENEEFE
Additions RE
Disposal e
Transfer out to investment properties BHERANE 13
Depreciation charge TEE
Impairment HiE
Currency ranglation differences EHESR
Closing net book amount FRERFE
At 31 December 2015; RIE-RFTZA=+-H:
Cost AR
Accumulated depreciation and impairment ZHMERAE
Net book amount FEFE

VIVA CHINA HOLDINGS LIMITED EN P EIIZRR BR8]

12. % BERR®E
Machinery
Leasehold and office Furniture Motor
Buildings  improvements equipment and fixtures vehicles Total
BER
BF HENELE BLZRE  HRAREE RE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TR TR TER THR
- 19,450 14,022 783 7,161 41,416
- (8,159) (8,644) (624) (4,592) (22,019)
- 11,291 5,378 159 2,569 19,397
- 11,291 5,378 159 2,569 19,397
- - 621 26 354 1,001
- (2,099) (590) (84) (978) (3,751)
- (636) (348) (6) (121) (1,111)
- 8,556 5,061 9% 1,824 15,536
- 18,339 11,506 7 7,047 37,609
- (9,783) (6,445) (622) (5,223) (22,013)
- 8,556 5,061 95 1,824 15,536
50,360 8,081 12,890 678 6,152 78,161
(2,993) (6,337) (5,941) (509) (4,025) (19,809)
47,367 1,744 6,949 169 2127 58,356
47,367 1,744 6,949 169 2121 58,356
2,093 11,629 1815 108 1,367 17,012
- - (13) - - (13
(46,015) - - - - (46,015)
(1,668) (2,038) (2,198) (115) (841) (6,850)
- - (910) - - (910)
(1,787) (44 (265) 8] (84) (2,183)
- 11,291 5378 159 2,569 19,397
- 19,450 14,022 783 7,161 41,416
- (8,159) (8,644) (624) 4,592) (22,019
- 11,291 5378 159 2,569 19,397
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13. INVESTMENT PROPERTIES

(RO B SRR MY 5T
31 December 2016 ZE—~"F+=_A=+—H

13. REYWE

Land use rights
held for future

development
Under of industrial
Completed construction buildings Total
B
AREH
T¥R8FZ
x®I BE AR st
Notes HK$'000 HK$'000 HK$'000 HK$'000
Byt FTETL FTAET TET AL
(Note (o)
(Kt3ED)
Carrying amount at 1 January 2015 R-_E-hF—A—H
ZEHE 23,201 6,808 191,168 221177
Additions NE 483 - - 483
Transfer from property, plant and equipment EBEBME  BWE kR & 12 46,015 - - 46,015
Transfer from prepaid land lease payments EEEBEM L HHENK 20,156 - - 20,156
Fair value gain NEEFE 2,323 82 - 2,405
Currency tranlation differences R =R (1,461) (310) (8,711) (10,482)
Carrying amount at 31 December 2015and R-Z—hFE+= A
1 January 2016 =+—HBRZE—RE
—A—BZ&EE 90,717 6,580 182,457 279,754
Fair value loss LEERE (8,368) (992) (12,264) (21,624)
Currency translation differences X ERE (5,855) #7) (11,918) (18,190)
Carrying amount at 31 December 2016 RZE-"F+ZA
=+—-RZKEE 76,494 5171 158,275 239,940

Rental income el A

HK$’000 HK$'000
TERT TAT
1,077 1,630

As at 31 December 2016, the Group had no unprovided contractual obligations
for future repairs and maintenance (2015: Nil).

Notes:

(a) The Group’s investment properties are situated in the PRC and are held under
medium term leases.

(b) Land use rights held for future development of industrial buildings are used to earn
rental income and/or for capital appreciation.

RZB-—RFTZA=+—H AEELE
ERNERBBZEREERREEE (=
T-REF )

B

A

(@) AEBEZREMEMNTE WigHHELD
KB

b FBERKFABIXBF 2 LMEREDR
AR 2 WA K, S E AL E -
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31 December 2016 —ZE—RF+=-A=+—~H”

(c) The fair values of the Group’s investment properties are assessed by management
based on the property valuation performed by Savills Valuation and Professional Services
Limited, independent professionally qualified valuers. The carrying amount of investment
properties at 31 December 2016 was HK$239,940,000 (2015: HK$279,754,000).

Details of the Group’s investment properties and information about the fair value hierarchy
as at 31 December 2016 are as follows:

Quoted prices

in active markets
for identical
assets Level 1
HREE
RERT
ZHREE-&
HK$°000

TER

TEMEET

Industrial property units

© EEEREBUEEAEAKMGEEME—K
FERGTEENEEEMERAFTETZYER
BFEAEEREWEZAFE R T —RF
+ZA=+—8 &EWEZKRAEE A239,940,000
BT (T — R4 279,754,000/ 7T ) °

AEEREMEZHBRR-_FT—R"F+=A
ST -BZAFESRRBZERET:

Significant other Significant Fair value as at
observable unobservable 31 December
inputs Level 2 inputs Level 3 2016
R-ZB-RE

HttEATHE EXFABE +-A=1+-H
BAHEE-8 BAHEE=R ZAYE
HK$’'000 HK$'000 HK$'000

TER TER TER

- 239,940 239,940

Details of the Group's investment properties and information about the fair value hierarchy
as at 31 December 2015 are as follows:

Quoted prices

in active markets
for identical
assets Level 1
HE&EE
WEBTE
ZREE-§K
HK$'000

THEL

TEMEER

Industrial property units

AEEREMEZHBERR-_Z—AF+=A
ST -RZAFESERBEZEHNNT:

Significant other Significant Fair value as at
observable unobservable 31 December
inputs Level 2 inputs Level 3 2015
R=-E-1F

HttBEATBE EAFAHE +=A=t+-H
BAHEE-8R BAHEZE=R ZAYE
HK$'000 HK$'000 HK$'000

TER THT TAT

- 279,754 279,754

The Group’s policy is to recognise transfers into and transfers out of fair value hierarchy
levels as of the date of the event or change in circumstances that caused the transfer. There
were no transfers among the levels during the year.

The fair value of investment properties is determined by adopting the income capitalisation
approach and made reference to available comparable market transactions. The valuation
also takes into account the rental income of contractual tenancies, reversionary market
rent after the expiry of tenancy in capitalisation (2016: RMB3.0 — 17.0 per sq.m. per
month and 2015: RMB3.3 — 20.0 per sg.m. per month), capitalisation rate (2016: 6.25%
and 2015: 6.5%), expected vacancy rate (2016 and 2015: 20%), interest rate (2016:
4.35% and 2015: 4.35%), developer’s profit margin (2016 and 2015: 10%), latest
development proposals and estimated construction costs to completion (2016 and 2015:
RMB1,200 per sq.m.) etc. The assumptions have been adjusted for the quality and location
of the properties. The fair value measurement is positively correlated to the market rent
and negatively correlated to the capitalisation rate, expected vacancy rate, interest rate,
estimated cost to completion and developer’s profit margin.

VIVA CHINA HOLDINGS LIMITED FEN P EI#ERRE R E)

AEFENBRERNELEEBREMHE B iR #
SIHERR HARAFESERBHNEBAR
BH - RFAREBR Rz ER-

WEMEZ N FEDEBRMBAEAR(EL 2
EZRENELELEMERSIMET HENEES
HEPzHSRA HHEEREZTOETSHE
SEAM(ZE—AREFE BEAETFTHARARE
BOTEARBEI7TOLR - ZE—RHF BEAFF
FRAREESITE ARKE200T) EXRER (=
T RE BN T —FHE 65%) FEHEE
R(ZE—RNER_ZE—FAF:20%) AR (==
—NEF 43R T —AF:435%) HEFZ
FRAR(ZE—RNER_ZT—RHF 1 10%) &#FE
BRARRGHRIRA(ZE—RER=-F—H
FGHFEHKAREI2007T) % - RRCHZEY
X¥HEERUEMAZ - AFEFEHEMHAS
ERE mEEREE FEHEEER . FIX . (G5
EIRAMAEE 2 EFNEAEHEE-



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(d)  Asat 31 December 2016, certain portion of the investment properties has

been substantially completed, for which the completion and acceptance certificates for
construction works and the real estate title certificates have not yet been obtained by the
Group. Accordingly, additional construction costs and any other associated charges may
be incurred and payable to contractors and/or the relevant government authorities for the
fulfillment of the completion and acceptance for construction works.

(e) Further particulars of the Group’s investment properties are included on page 175.

14. INTERESTS IN ASSOCIATES AND A JOINT VENTURE

Interests in associates

=B H8

imO TS R MISE

31 December 2016 ZE—~"F+=_A=+—H

d M-E-—ARE+_A=1+—H FTHDZ
BREMEREA FERT  HAEEYKRRGESE
TERRTITBEEEAREHEXEES R
Reept Rk EE TI2 2 3k TR i & £ B A
mk, SR RBUN SR EINRER A REME
1 B 75 B 32

g AEEREMEZE-THBEHRED
14 REMELATRESECLE 2ER

4
&
I
o
ol o
B
s>
Bk

Amount due from an associate
Share of net assets of associates
Goodwill

/NI r=]

JEHSZ

DRBERNTZ BEFE

Pﬁ%

Carrying value

FREE

Interest in a joint venture

Notes HK$’000 HK$'000

B 5 THET FHETT

(a) 5,522 5,522

1,836,222 1,721,343

1,413,273 1,489,909

3,255,017 3,216,774
REeEEhbEoER

Amount due from a joint venture
Share of net assets of a joint venture

e & & 1 5 2 TR

SlE—HARLCErAE

FE

Less: current portion (included in “Prepayments,

deposits and other receivables” in the

consolidated statement of financial position)

Notes:

B A D
(FEAZE T
RRRAZ [FBR
PR e REM
FEURIR])

(@  The amount due from an associate are unsecured, interest-free, have no fixed terms
of repayment but are expected to be settled more than one year from the reporting date.

(b)  Including share of loss of HK$409,000 (2015: share of profit of HK$153,000) for

the year ended 31 December 2016.

(c)  Amount due from a joint venture of HK$5,062,000 as at 31 December 2016 is

classified as current assets and has been settled in 2017.

HK$’000 HK$'000
FHBT FETT
5,273 5,642
(0) (211) 198
5,062 5,840
(c) (5,062) -
- 5,840
3,255,017 3,222,614
B 5 -
@) MEWEEARZRIBEAERE 28 BE
iiii%x,ﬂﬂ WIS ERE BRI BE—F%
fa/g °
b)) BEILHEE-_ZT—XR"F+-_A=+—H
IFFE 2 E18409,0008 T (ZE—HF : 9 1h%
#1153,0005 7T ) °
) RZZ—R"F+_A=1+—HERKLEED
%Z%Iﬁmazoooﬁém% THEARBHEEAER

—E—EFWE
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31 December 2016 —FE— R F+=_A=+—H

The following is @ movement of interest in associates during the year:

U RERRB SRR 2 R%ED:

Notes HK$’000 HK$'000
B 5 FET FAET
At 1 January nw—H—H 3,216,774 2,668,114
Costs incurred during the year FRFAZHAR 142,456 753,927
Advance to an assoclate BN -EBEARZ
I8 - 5,522
Share of profits/(losses) for the period DEEREF] (E18) 96,014 (78,275)
Share of other comprehensive income DiEEMAEEYE 30 (174)
Elimination of underwriting fee income ERBEHEBWA 35(a)(il - (3,106)
Share of reserves DGR 8,517 2,790
Currency translation differences e X =8 (208,774) (132,024)
At 31 December R+=ZA=+—H 3,255,017 3,216,774
Particulars of the Group's principal associates are as follows; AEB 7 EEBERR 2FBOT:

Place of Percentage of ownership
incorporation/ interest directly attributable
Name Notes  registration to the Group
AL AEEEEELES
1 Wat R BEZZADH
Li Ning Co (d) Cayman Islands 24.3%
FERA REHS
CITIC Land () The PRC 29%
hEEX H
Double Happiness (f) The PRC 10%
ngE f
Notes:

(d)  On 12 October 2012, the Group entered into a sale and purchase agreement with
two entities which are held by trusts and the beneficiaries of which included family members
of Mr. Li Ning and Mr. Li Chun, his brother, for the acquisition of 266,374,000 shares of
HK$0.10 each in the share capital of Li Ning Co (“LN Shares”), representing approximately

25.2% equity interest in Li Ning Co as at the date of acquisition.

VIVA CHINA HOLDINGS LIMITED 3EN P EIIZRR BR8]

Principal activities

TEXEH

Brand development, design, manufacture, sale and distribution of sport-
related footwear, apparel, equipment and accessories in the PRC

RPBEREEFEREE R BV REFzRERE -
Ret g HERDH

Project investment, real estate development, hotel investment and
management, property management, project contracting, and real estate
consultancy, etc.

HARE RUERE BEREEE MEERE IREA
AREHERNAE

Manufacture, research and development, marketing and sale of principally
fable tennis and badminton equipment under its own ‘AL &£ E
(Double Happiness)” brand and other sports accessories
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The purchase consideration for the acquisition was satisfied by (i) the issue of
1,780,220,769 ordinary shares credited as fully paid at issuance; (i) the issue of initial
perpetual convertible bonds with a principal amount of HK$780,000,000 (‘Initial Perpetual
Convertible Bonds"); and (i) the possible issuance of earn-out perpetual convertible bonds
(“Earn-out Perpetual Convertible Bonds”") based on the operating performance of Li Ning
Co for the financial periods between 2013 and 2017, subject to a maximum principal
amount of HK$780,000,000 (the “Contingent Consideration”). Further details of the sale
and purchase agreement were set out in the Company’s announcement dated 12 October
2012 and the Company’s circular dated 7 November 2012. The acquisition was completed
on 4 December 2012 and a goodwill amounting to HK$1,527,488,000, which arose
from the excess of the purchase consideration over the Group’s interests in the fair value
of identifiable net assets of LN Group attributable to shareholders of LN Group at the date
of acquisition was recognised for the year ended 31 December 2012, and included in
“Interests in associates” in the consolidated statement of financial position.

Under the 2013 Li Ning Open Offer, the Group exercised its rights for subscription and
excess application for the convertible securities in the principal amount of HK$3.50 per unit
of convertible securities. Approximately 146,759,000 units of convertible securities were
allotted to the Group at the total consideration of approximately HK$513,656,000. In this
connection, the Group’s equity interests in Li Ning Co has increased from approximately
25.2% to approximately 26.1% with effect from April 2013, assuming all holders of the
convertible securities convert the convertible securities in full upon completion of the 2013
Li Ning Open Offer. The Group was one of the underwriters of the 2013 Li Ning Open Offer
and its obligations under the related underwriting agreement had ceased forthwith upon
completion of 2013 Li Ning Open Offer.

In December 2014, 33,000,000 units of the 2013 Convertible Securities in the principal
amount of HK$115,500,000 held by the Group were converted into 33,000,000 ordinary
shares of Li Ning Co.

In December 2014, the Group entered into an underwriting agreement with Li Ning Co

in respect of the open offer of offer securities for subscription, on the basis of 5 offer
securities for every 12 existing ordinary shares held by the qualifying shareholders of Li
Ning Co (the "2015 Li Ning Open Offer"), pursuant to which the Group had conditionally
committed to underwrite up to a maximum of 183,192,543 offer securities (representing a
maximum subscription price of approximately HK$476,300,000), minus any offer securities
acquired by the Group under successful excess application in the open offer, as determined
pursuant to the underwriting agreement. All proposed subscriptions by the Group were in
the form of convertible securities, with the initial conversion price of HK$2.60 per new
share issuable upon conversion. The Group also entered into an irrevocable undertaking

to subscribe for its full assured entitliement of offer securities, for a maximum illustrative
amount of approximately HK$447,600,000. Further details of the above were set out in the
Company’s announcement dated 16 December 2014.
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The 2015 Li Ning Open Offer was completed in early 2015. Approximately 124,739,000
units of convertible securities were allotted to the Group with total consideration of
approximately HK$324,322,000. In this connection, the Group’s equity interests in Li Ning
Co has been diluted from approximately 26.1% to approximately 25.0% with effect from
January 2015 and a loss on deemed partial disposal of HK$46,379,000 has arisen.

The Group was allotted approximately 146,759,000 units of convertible securities (the
2013 Convertible Securities”) under the open offer of convertible securities by Li Ning Co
in the principal amount of HK$3.5 each for every two existing ordinary shares held by the
qualifying shareholders of Li Ning Co in 2013 (“2013 LN Open Offer”).

Pursuant to the terms and conditions of the 2013 LN Open Offer, the conversion price of
the 2013 Convertible Securities has been adjusted from HK$3.5 per share to HK$3.183
per share upon completion of 2015 Li Ning Open Offer. Based on the principal amount of
the outstanding 2013 Convertible Securities of approximately HK$398,156,000 held by
the Group, the number of 2013 Convertible Securities held by the Group has been adjusted
to approximately 125,088,000.

With effect from August 2016, the Group’s equity interests in Li Ning Co has been diluted
from approximately 25.0% to approximately 24.3% upon the conversion of convertible
bonds issued by Li Ning Co in principal amount of RMB189,000,000, resulting in the issue
of 56,810,850 new shares and a loss on deemed partial disposal of HK$22,506,000 was
recognised by the Group.

As at 31 December 2016, the market value of Li Ning Co’s listed shares was HK$4.87
(2015: HK$4.2) per share. The number of Li Ning Co ordinary shares held by the Group
as at 31 December 2016 was approximately 299,374,000 Shares (2015: 299,374,000
Shares) and the number of convertible securities held as at 31 December 2016 was
approximately 249,827,000 units (2015: 249,827,000 units).

(e) In August 2015, the Group entered into a capital contribution agreement with

CITIC Group, a wholly state-owned enterprise established in the PRC in 1979. Pursuant

to the capital contribution agreement, the Group agreed to make a capital contribution of
approximately RMB320,800,000 to CITIC Land, a company incorporated in the PRC with
limited liability and a directly wholly-owned subsidiary of CITIC Group to subscribe for 29%
equity interest in the CITIC Land. Further details of the above were set out in the Company’s
announcement dated 14 August 2015.

The transaction was completed on 28 December 2015 and CITIC Land became an
associate of the Group. A goodwill amounting to approximately HK$80,558,000, which
arose from the excess of the purchase consideration over the Group's interests in the fair
value of identifiable net assets of CITIC Land attributable to shareholders of CITIC Land
at the date of acquisition was recognised and included in “Interests in associates” in the
consolidated statement of financial position. The fair value of the identifiable net assets

is based on the valuation performed by American Appraisal China Limited (*American
Appraisal”).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

f) On 23 October 2015, the Group entered into a share transfer agreement with
LN Group. Pursuant to the share transfer agreement, the Group agreed to acquire 10%
equity interest in Double Happiness at RMB124,992,000 (equivalent to approximately
HK$140,041,000) upon satisfaction of certain conditions.

On the same date, the Group also entered into the option agreement with LN Group,
pursuant to which LN Group is granted the call option to purchase, and the Group is granted
the put option to sell, the option shares on the exercise date subject to the conditions under
the option agreement. The exercise price for the options is calculated based on the initial
purchase consideration plus 6.5% interest per annum after deducting the relevant cash
dividend entitlements from the completion date to the exercise date. The exercise date will
be the last date on the fourth year following the completion date.

Further details of the above were set out in the Company’s announcement dated 25
October 2015.

The transaction was completed on 23 December 2016 and Double Happiness became an
associate of the Group. A goodwill amounting to approximately HK$54,843,000, which
arose from the excess of the purchase consideration over the sum of Group’s interests in
the fair value of identifiable net assets of Double Happiness attributable to shareholders

of Double Happiness and the fair values of the put opion and the call option at the date

of acquisition was recognised and included in “Interests in associates” in the consolidated
statement of financial position. The fair values of the options and identifiable net assets are
based on the valuation performed by Savills Valuation and Professional Services Limited.

The options are accounted for as derivative financial instruments in the consolidated
statement of financial position. As at 23 December 2016, the fair values of the put option
and the call option were approximately HK$3,589,000 and approximately HK$2,078,000
respectively. As at 31 December 2016, the fair values of the put option and the call option
were approximately HK$3,586,000 and approximately HK$2,046,000 respectively.
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The fair values of the options as at 23 December 2016 and 31 December 2016 were
estimated, using a binomial model, taking into account the terms and conditions, spot price
and exercise price of the options. The following table lists the other key inputs to the model
used:

BREA T —R"F+-_A=-+=AEK=F—X
F+_A=Z+—BzZzAFEDNEA-_BAEAG
AW EEEBREZGRRGE BREZR
EERTEE - TRFINZERAFAZHEMES
U5 -

Valuation date & {& B HA

23 December 2016 31 December 2016

—E-RF AN

+=—A=+=H +=-A=+—8

Annual risk-free rate (%) 4 [, [ 4 FI) =K (%) 2.89 2.79
Expected volatility (%) T8 B 18 (%) 51.25 51.29
Life of options (years) BREFEH(F) 4.00 3.98
Probability of fulfiling all conditions for exercise (%) EKPTB TG 2 AT 8814 (%) 6.3 6.3

The fair values of the put option and the call option were measured using significant
unobservable inputs (level 3 of fair value hierarchy). During the year, there were no transfers
among the levels.

The Group’s shareholdings in Li Ning Co and CITIC Land are held through wholly-
owned subsidiaries of the Company. The Group directly holds 10% equity interests
in Double Happiness through wholly-owned subsidiaries of the Company and Li
Ning Co, the Group's associate, holds 47.5% of the equity interests in Double
Happiness.

There are no contingent liabilities relating to the Group’s interest in the associates,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following table illustrates the summarised financial information of the Group’s
principal associates extracted from its financial information or financial statements
after adjusting for the impacts of adjustments made at the time of acquisition and
adjustments for differences in accounting policies, if any (the ones extracted from
Li Ning Co are after adjusting for the impacts of adjustments made at the time of
acquisition and adjustments for differences in accounting policies, if any, and for
non-coterminous periods between the Group and Li Ning Co):

RO RIS R MISE

31 December 2016 ZE—"F+=_A=+—H

TRMAREEERBERR ZBMBETEE
B BEER L HEE R B EN MR
& (BRRNRBRIFL 2 ARZEFLRE
LR BRRER (WEIEHRAE) (ZF
REFEFERRZERN RN UBER1E L
ZHBEEEHABR MR AKEEFENRA]
ZHEHBRNER (WE) R HEESE
HIRELAE)

Double
Li Ning Co  CITIC Land  Happiness Li Ning Co CITIC Land
TENT HEEE A8E Z=ENF PEEE
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
Gross amounts of the associates BENRAZHSE
Current assets REEE 4,698,639 515,764 384,310 5,691,467 709,398
Non-current assets FREEE 4,403,867 1,098,317 1,078,065 3,898,231 1,154,552
Current liabilities MEAE 2,914,872 562,279 406,704 2475344 134,625
Non-current liabilities #m@J BE 205,569 39,256 186,661 1,432,776 529,391
Net assets atfributable to the ol EEIEEE
equity shareholders FE 5,979,218 1,012,546 869,010 5,495,794 1,199,934
Revenue for the period HY A U 2 Note(g) Note(n)
8,934,021 21,226 ()] 8,314,104 BT ()
Profit/(loss) for the period HmaF/ (B8) Note(g) Note(h)
566,639  (110,675)  MisE() (143644 Wizt
Other comprehensive income/(loss) Hih2EWzE Note(g) Note(n)
(E18) 128 - ¥t % (9) (700) B &% (h)
Total comprehensive incomey/(loss) 2EWE (BE) Note(g) Note(h)
BE 566,767  (110,675) Mt &% (g) (144,344) B EE()
Reconciliation to the Group’s interests AEBNEE A TH
in the associates RN R
Gross amounts of net assets attributable R NGIE Fa i ge
to the equity shareholders of the associates  JEAG & B FEAAZE 5,979,218 1,012,546 869,010 5495794 1,199,934
Group’s effective interest AEEERER 24.3% 29.0% 10.0% 25.0% 29.0%
Group’s share of net assets of the associates 72~ 5= [ FE (R Bt & 1\ A)
MEEFE 1,455,940 293,638 86,901 1,373,399 347,981
Goodwill RS 1,283,547 75,295 54,431 1,409,351 80,558
Carrying amount in the consolidated RERE BB @mE R
financial statements SREE 2,739,487 368,933 141,332 2,182,750 428,539
Notes: B3
(@  The acquisition of 10% equity interest in Double Happiness was completed on 23 0 WEAES10%REERZZE—A"F+=A

December 2016 and no share of post-acquisition profits and losses of Double Happiness
was reflected for the year ended 31 December 2016 as the amounts involved were
insignificant.

(h) The capital contribution in CITIC Land was completed on 28 December 2015 and
no share of post-acquisition profits and losses of CITIC Land was reflected for the year
ended 31 December 2015 as the amounts involved were insignificant.
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The Group’s consolidated financial statements for the year ended 31 December
2016 include the Group's share of the results and reserves of Li Ning Co for the
twelve months ended 30 September 2016 and adjusted for any significant events
or transactions for the period from 1 October 2016 to 31 December 2016. The
Group’s consolidated financial statements for the year ended 31 December 2015
include the Group's share of the results and reserves of Li Ning Co for the twelve
months ended 30 September 2015 and adjusted for any significant events or
fransactions for the period from 1 October 2015 to 31 December 2015. The
Group has adopted the provision contained in HKAS 28 whereby it is permitted to
include the attributable share of associates’ results based on accounts drawn up
to a non-coterminous period end where the difference must be no greater than
three months. There is no non-coterminous period end for other associates and
joint venture.

15. STOCK OF PROPERTIES

AEEHE_T—R"FTA=1+—HLF
EZReNBREBEAREDETERF]
HE T XNFENA=tHIt+t-@AZE
BENREETEE - NFE+A—HEE -
E-ARFT_A=F+—HIEHEZERNEXR
EHIRGELRAE - AEEHE_T—H
FH+_A=+—BUHFEZGEEHEREE
BAEEDMEERRBE_ZE—RAF A
“tHIETZHAZEERFEBELLE =
E-—hAFt+A—BHEBE_Z—AF+=A
= +—BUEHRAZERNEREHRXISEL
FE AEBDHEMNB B S ERIF285 FT
B2 GO Rt BB R A QR AR
EHREKR(BEEEEZ=RETESBBE=A)Z
REAEEZ BB E NG 2 E - EMn
ERRIRAETEMETEERMR

15. MEEFEE

BRPZHFEME

Properties under development for sale

HK$’000 HK$'000
TR TAET
224,047 213,611

The properties under development for sale are held outside Hong Kong with
medium to long term lease. The development is expected to be completed after
more than one year from the reporting date.

16. INVENTORIES

BRTPZHFEVMRIINBBRINAT REH
ERB-FHERAEHSNEHERBER
B—FIRTMK

16. F&

HK$’000 HK$'000

FET F&T

Raw materials R 221 635
Finished goods RN M 1,037 2,020
1,258 2,655

Raw materials are written-down to their net realisable value as at 31 December
2016 while finished goods were written-down to their net realisable value as at
31 December 2015. The amount written-down as an expense for the year ended
31 December 2016 amounted to HK$259,000 (2015: HK$2,637,000).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

17. TRADE RECEIVABLES

NGLIbEE L

31 December 2016 ZE—~"F+=_A=+—H

17. BWE B XA

Trade Receivables el E 5 FIE

HK$’000 HK$'000
TERT TAET
267,328 37,062

The Group’s trading terms with its customers are mainly on credit, generally
one month, extending up to six months for major customers. Each customer
has a maximum credit limit. Overdue balances are reviewed regularly by
senior management. The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade receivables are non-
interest-bearing.

As at 31 December 2015, trade receivables included a contract retention in the
amount of HK$2,772,000 which is expected to be received after more than
one year from the last reporting date. As at 31 December 2016, such amount is
expected to be received within one year.

An aged analysis of the trade receivables that are not considered to be impaired
as at the end of the reporting period, based on the payment due date, is as
follows:

AEEXTZRLENAEBETFRS EEH
—BR—EA ETREFARZALEREES
HERNEA BEEFHEREERRE
= ARETE B iR e B B A R o N B
SR E 5 IR A A E R m R E
i858 (5 & Z RIZ - EUE 5 5KIB R 5 F

B o
IS

R-ZE—RE+-_A=1+—8 RBKESK
HEEEREE FEARE D HERBRA—F1&
WEL 22,772,000 T2 B HIRBEE -R_E
—NE+-A=+—8 BHEZSLEIR
—F R ULER

VR E BIAROREE BURE 2 B W E 5 5IR 1R
A REPZ RO

HK$’000 HK$'000
FHET AT
Neither past due nor impaired I 7 180 B of Rk (B 256,048 11,571
Less than 3 months past due AR =@A 3,497 18,798
3 to 6 months past due =% XA A 3,523 363
More than 6 months and less than a year past due B EAHEA SR AE DR —F 175 2,199
Over 1 year past due BmE—F L 4,085 4,131
267,328 37,062

Receivables that were neither past due nor impaired relate to diversified
customers with no recent history of default.
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Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record with the Group. Based on
past experience, the directors of the Company are of the opinion that no provision
for impairment is necessary in respect of these balances as there has not been

a significant change in credit quality and the balances are still considered fully
recoverable.

Included in the Group’s trade receivables is an amount of HK$195,000 (2015:

HK$17,475,000) due from an associate, which is repayable on similar credit
terms to those offered by the Group to the major customers.

18. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

EafEEREEBERBRESZZNAE
BARMEBCBEIEFEH RIEBEL
B ARREFTRARSTEPZERERY
BERNE  MBBERIDER SR 2HK
O - B AR S ERIEL R EEE -

AEEZEWE S HIBBIERKEZ QR
FRIE195,00008 7T (ZF—FHF 17,475,000/
L) EEREEHEASFERETIER
FZEEHESE-

18. ARE e RkEMEWRRE

TR RIE
e N H A R ROR
BNTE=TZ2HA

Prepayments
Deposits and other receivables
Advance paid to a third party

Non-current deposits and other receivables
I8

FERBIEE R AU

None of the above assets is either past due or impaired. The financial assets
included in the above balances relate to receivables for which there was no recent
history of default.

Notes:

(a) The non-current deposits and other receivables as at 31 December 2015 included
an interest bearing loan advance of HK$5,642,000 to a joint venture partner which is
repayable on demand but is expected to be settled more than one year from 31 December
2015 whereas the loan advance of HK$5,273,000 to a joint venture partner as at 31
December 2016 is classified as current assets and has been settled in 2017.

VIVA CHINA HOLDINGS LIMITED 3ENhEIIERR BR8]

Notes HK$’000 HK$'000
B 3E FET FET
21,087 4,400

(@) 62,387 17,163
23 199,907 199,907
283,381 221,470

(a) 1,715 7,357

PR EEN RBESORE 5T A L8R 2
P68 E ST Y i R R 8k 2 RGRIER
7 o

i :

@ RZE—hE+-_A=+—BZFEreiL
S REMERFBEBRERN RS CERHRN
Z et BB 5,642,000 ST AR BREE R
BEBHBER-_ZE—RAF+t-_A=+t—HBR—F%
EE MR _E—ARNE+_A=+t—HzA—%
AU EBEBNEK5,273,00008 TES B AR
BEEACR - —+E&E-



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

19. PLEDGED DEPOSIT, CASH AND BANK BALANCES

(RO B SRR MY 5T
31 December 2016 ZE—~"F+=_A=+—H

19. EHER RERBITER

Cash and bank balances FHTFERIAINZ
other than time deposits e RIBITHEH
Time deposits 7E BATF 3K

Less: Pledged time deposit: BB BB ERTER:

For bank borrowings BIRITEEEHER
Cash and bank balances B4 RIFITHES

At the end of the reporting period, the cash and bank balances of the Group
denominated in RMB amounted to approximately HK$175,175,000 (2015:
HK$136,458,000), approximately HK$173,138,000 (2015: HK$69,977,000)
of which was domiciled in the PRC. The RMB is not freely convertible into other
currencies in the PRC, however, under the PRC’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange business.

Cash at banks other than time deposits earns interest at floating rates based on
daily bank deposit rates. Short-term time deposits are made for varying periods of
between one and three months depending on the short-term cash requirements of
the Group, and earn interest at the respective short-term time deposit rates. The
bank balances and pledged deposits are deposited with creditworthy banks with
no recent history of default.

20. TRADE PAYABLES

The trade payables of the Group as at 31 December 2016 and 2015 were all
aged within three months, as determined based on the invoice date. They are non-
interest-bearing and are normally settled on terms ranging from 30 to 60 days.

Note HK$’000 HK$'000
B 3E FHET FAETT
274,568 158,586
530,163 148,162
804,731 306,748
23 - (27,054)
804,731 279,694

RBEHR AEBUAREAEZRS
MERTTHE 4 B175175,0008 L (ZE—H
F :136,458,000/8 75 ) + B # 49173,138,000
BT (ZZ— A F 69,977,000 7T ) 17 A
e \RERFBRETITERLBRAEME
B o AT ¢ ARIE (P RIMNEERIKH) K (&
B -EELAMEEERAT) ASEEESE
BEREETIINEER ZBITEARB K B
REME-

RITAE (ERFARBRINRIEERRTE
S R 1205 B A = BREX R 2. - %2 B E B AF R
RP—EZEATE RIELKEERHES
TR E - WL B 52 8 E B 17 50 R BRER
B RITRER LB E R RN RIIEE
MRk A EERIF ZIRIT-

200 ENE SR\

BEZRZEAEFE AEBR_Z—XRFK
TE-RAF+ - A=t+—HZENEZHE
ZERHLHR =R -ZEHRBEARER—
MRZBFN30260H 2 HAPR AEE -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
RO R MIsE

31 December 2016 ZZE—~"F+=-_A=+—H

21. OTHER PAYABLES, ACCRUALS AND RECEIPTS IN ADVANCE

21, HENAFE BrEARANR

I

HK$’000 HK$'000

FET FHE T

Accruals EsrE A 17,745 15,851
Other payables H b FE A IR 24,602 20,941
Receipts in advance TE W FRIE 46,022 11,470
88,369 48,262

22. DEFERRED INCOME

The movements in deferred mainly income as stated under current and non-
current liabilities are as follows:

22. IEZEW A

FARBRIERBEEE T EERAZE
E)RONNE

Carrying amount at 1 January R—A—BZEREE
Government grants received during the year F B U AT 7 BL

Credited to profit or loss FFAER

Currency translation differences E X Z &

Carrying amount at 31 December Rt+-—A=+—BZ2EHEE
Less: current portion B mBE Y

Deferred income mainly represents government grants obtained for the purpose
of subsidising a subsidiary’s operation. Government grants received are initially
recognised in the consolidated statement of financial position as deferred income
and are amortised through profit or loss on a systematic basis over the periods in
which the grants are intended to compensate.

VIVA CHINA HOLDINGS LIMITED 3ENhEIIERR BR8]

Note HK$’000 HK$'000
Y FET TAET

111,634 -
5 (35,344) -
(4,538) -

71,752 -

(33,480) -
38,272 -

BEERATEREE —FKMBARZZEM
S 2 BT B - B WU #RE ) Z R ER B
BN KR NFERBELWRA - WIZRGE
ERZHEEZREN B H#H-



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

23. BANK AND OTHER LOANS

(RO B SRR MY 5T
31 December 2016 ZE—~"F+=_A=+—H

23. RITREMBER

HK$’000 HK$'000

FHET FAET

Bank loan, secured RITER B 232,151 231,678
Other loan, secured HEMER BEF 184,489 196,911
416,640 428,589

Less: Current portion B omENE (416,640) (196,911)
- 231,678

Bank loan as at 31 December 2016 and 31 December 2015 matures in August
2017 and bears floating rate of HIBOR plus basis.

As at 31 December 2016, loans included collateralised bank loan which is
secured by interest in an associate with an estimated carrying amount of
approximately HK$836,610,000. As at 31 December 2015, the collateralised
bank loan was secured by a pledged deposit of a subsidiary of HK$27,054,000
and interest in an associate with an estimated carrying amount of approximately
HK$996,116,000. The other loan represented an entrusted loan from a third
party, which is secured by an advance paid to a third party in the amount of
approximately HK$199,907,000 (2015: approximately HK$199,907,000) (note
18).

The carrying amounts of bank and other loans approximate their fair values.

RZE—R"F+_A=Z=+—HEKZZE—HF
+ZA=+—HZRTERE_ZE—LFN
AR BEBFERTEEZRBMNETEERZ
FENFEFTB -

R-E—XRNFE+_A=+—H EXBRE
MR —HBEAR R (AAREEY
/836,610,000 L) E 1 2« B IR 1T
BEX-RZFTE—RHF+ZA=+—H A
HIFRITER R —EHBRR ZEEFER
27,054,000/ T A — Bt & R R 2w (&
=+ BR T (B 49 5996,116,000/8 7T ) fEIE - 3
—SEBXAREEZAZEALER ZEXR
/A 8041999070008 L (ZE—HF 4
199,907,000 7t ) 2 BN —RE=F B (HH
FE18) 1B

RITERMEMERZ REEEELQTFER

Eo
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NS AbE e

31 December 2016 —FE— R F+=_A=+—H

24, PAYABLE TO A NON-CONTROLLING INTEREST

24, ENFERER

eI FEIR A fE 2

Payable to a non-controlling interest

Less: current portion R RENEE

Notes:

(a) The amount payable to a non-controlling interest as at 31 December 2016 was
unsecured, interest-free and repayable in November 2017.

(b)  The amount payable to a non-controlling interest as at 31 December 2016 was
unsecured, interest-free and repayable in January 2018. The amount payable to a
non-controlling interest as at 31 December 2015 was unsecured, interest-free
and repayable in November 2017,

25. CONVERTIBLE NOTES

On 13 December 2016, the Group completed the issuance of redeemable
convertible notes (the “Note”) in the aggregate principal amount of
HK$778,000,000 with an initial conversion price of HK$0.840 per ordinary share
of the Company (subject to adjustments). The Note was issued on 16 December
2016 (the "Issue Date”) which will be due on the fifth anniversary of the Issue
Date, i.e. 16 December 2021 (the “Maturity Date”). The Note bore an initial
interest of 5% per annum payable quarterly in arrears after the Issue Date. Unless
previously converted, redeemed or cancelled, the Note will be redeemed on the
Maturity Date, at a redemption price equal to the aggregate of;

(i) the outstanding principal amount of the Note;

(i) the outstanding interest up to the date of redemption;

(i) the outstanding default interest (if any); and

(iv)  any additional amount that would make up an internal rate of return on the
amount of the Note in (i) above at 10.5% per annum (having included all interests

paid together with that payable in (i) and (iii) above), calculated during the period
from the Issue Date up to (and including) the Maturity Date.

VIVA CHINA HOLDINGS LIMITED 3EN P EIIERR BR8]

Notes HK$’000 HK$'000

B 5 TET FHETT

1,055 645

(@) (603) -

(0) 452 645

[(h=2

) R-ZE—AF+-_A=+—BZENMIEE
RiEzhERF RERER-_ZT—tF+—A

) RZBE-—ARFTZA=+—BzZEMIEE
s /AEER RERAR_T-N\F—-HE
B-R_ZE-—RFFT A=+ —HZEMNEER
EEAEER RERAR-_ZT—tF+—AE

L

25. AR ERE

R-ZE—XRNE+_A+=H AEBETHKHE
177 % 4258 A5778,000,0005% 7T 2 A & [0 A &
BER (28] NTBRREABRAR
AL MAR0.840B L (A THRIE) - EHER =
T—-XNE+-A+B([#E7H]))%ETYL
BRBETAZEFRBAFER (I ZE=—
+=A+]B([REB]) )EH - ZgL
REMERT B ARBEEITARE=
BAM B —K - BRIEIRATERIR - LIk iEs
GREEBEREHBER  BEESHRIAT
4N

()l BEZERES:

(i BEEEBSHZHXFSL:

iy MWMERIE(WME): K

vy BEEEX(AEBESENETRE
ZHHE (BFEZB)REGFI05%TEZN

Uz (BIE2IE A FBE R £ () K (i)
JERE )T M EMEEE-



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Note is secured by interest in an associate with an estimated carrying amount
of approximately HK$687,347,000 as at 31 December 2016. Further details

of the above were set out in the Company’s announcement dated 5 December
2016.

An aggregated net proceeds of approximately HK$777,013,000 has been raised
by the convertible notes during the year.

The fair values of the liability component and the equity conversion component
were determined upon the issuance of the Note.

The fair value of the liability component as at the Issue Date was determined

by reference to the valuation performed by American Appraisal using cash flows
discounted at an effective market yield of 14.64% for a similar liability that does
not have an equity conversion option. The residual amount, representing the
value of equity conversion component, is included in shareholders’ equity. The fair
value of the liability component is approximate to its carrying amount as at 31
December 2016.

From 16 December 2016 to 31 December 2016, no noteholders have converted
the Note into ordinary shares of the Company.

The Note issued during the year has been split into the liability and equity
components as follows:

imO RIS R MISE

31 December 2016 ZE—~"F+=_A=+—H

NRZE—RE+_A=+—8 EEHHET
BRTAI{E /45687,347,0008 2 Bt & N Al 2 xS
EE R - Pl B18 73— bhil%ﬁb‘uﬁézﬁ@
AEA - —RF+_ARARZRAE-

RERSE BB %FE?;%/.:\;#“
777,013,000/%752)5&?\ AIE\/?gE"

BEMD RERBBRED 2 AFERERE
TREE-

EEBINBEITHZAFENLZRERTE
N EEmERENBEUEEFERTRR
TREREBRMISRER14.64%E T2 HE
BE % THE (AEREREs 2 EE)sT
ARRERZ - BEIS P 2AFERER-F
/\E‘f’—ﬂ_‘f‘ EIZEEETE*E%”

[Eay

RZE—RF+_A+BEZZ—KF
+ZA=1+—H BEEESFEABREHE
BmAERRNR ZEREE-
FRAEBRTEBECHFS ABERERIS W
T

HK$’000 HK$’OO_O

FET FAET
Principal amount of the Note issued during the year FRNEBTEBEZASRE 778,000 -
lssuing expenses BITRX (987) -
Equity component B E D (90,392) -
Liability component at the Issue Date RETRHZAE D 686,621 —
Interest expense FERXZ 4,251 -
Interest paid B F A (432) —
Liability component at 31 December Rt+t—A=+—HZza@EHs 690,440 -

The following table shows the remaining contractual maturities at the end of the
year, which are based on contractual undiscounted cash flows (including interest
payments computed using contractual rate) and the earliest date the Group can be
required to pay:

Ti’«%ﬂ'\%ﬂJEEEEBAA%’JﬂEHEEEEEém%(’FE
RERAOMNEFE ZMEMNK) 2HEBRE
MEMBERARER TERZKFEH:

2016
“E-RE
More than 1 year ~ More than 2 years
but less than but less than Carrying amount
Within 1 year 2 years 5 years Total  at 31 December
BE-F BEBMF MtZA=+-8H
—FR BYRBE BOREE H ZEHE
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
TER TER TER TET TER
Convertble notes (labilty componen) THREEE (BEDS) 38,900 38,900 1,203,482 1,281,282 690,440
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NS IbEE e

31 December 2016 —F— R F+=_A=+—H

26. DEFERRED TAX ASSETS
Net deferred tax assets recognised in the consolidated statement of financial
position are as follows:

26. EEHIEBEEE
ERNGEVBRNERERCBEHIBEEEF
BT :

Deferred tax assets REFLIEE E

HK$’000 HK$'000
FTER TET
12,067 7,149

The movement in deferred tax assets during the year are as follows:

EREEHEEE BHMT -

Fair value
changes arising
from valuation
on investment

properties
HEE&E
YL E
BERZ
AR EEH
Notes HK$'000
B 5 FHET
1 January 2015 —E—HRF¥—HF—H 8,138
Charged to profit or loss R MR 10 (607)
Currency translation differences fEH ZE%R (388)
At 31 December 2015 —T—HF+-A=F—H 7149
At 31 December 2015 and 1 January 2016 —E-RAF+-_A=+—HBK
—E-RF—HA—H 7,149
Credited to profit or loss FFAEE 10 5,406
Currency translation differences &N E%R (488)
At 31 December 2016 —E-RF+-A=+—H 12,067
Notes: Mo aE

(@) At 31 December 2016, the Group had tax losses arising in Hong Kong of
approximately HK$440,749,000 (2015: HK$379,015,000), subject to the confirmation
of tax losses from the Hong Kong Inland Revenue Department. These tax losses are
available indefinitely for offsetting against future taxable profits of the companies in which
the losses arose. The Group also has tax losses arising in the PRC of HK$72,640,000
(2015: HK$143,310,000) that will expire within five years to offsetting against future
taxable profits. Deferred tax assets have not been recognised in respect of these losses

as they have arisen in companies that have been loss-making for some time and it is not
considered probable that taxable profits will be available against which the tax losses can be
utilised.

There are no income tax consequences attaching to the payment of dividends by
the Company to its shareholders.
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@ R-ZZE—RNE+-_A=+—8 AE£ERE
BEATIEREA440,749,0008 T (ZE—RHF:
379,015,000 70) - EAFBE BB IEBHEREIEE
B mzERESETEREAEREEEER
AIZARERB G AEB MR EEERE
/&5 872,640,000/ 7T ( —Z — F 4 : 143,310,000/
TC) AR R R ERBAA T E - EEEBEER
RAERKM - BRZS AR CHERHE —BRER
MERFEN AT ARIEHEREEBZEE IR
M ERZEEERRELEHEBEEE -
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27. SHARE CAPITAL
Shares

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NGLIbEE L

31 December 2016 ZE—~"F+=_A=+—H

27. B
1% 15

Authorised: AT
Ordinary shares of HK$0.05 each BREE0ETY
(‘Ordinary Shares’) L@ ([ERAR])
Redeemable convertible preferred BREENET .
shares of HK$0.01 each AEEERELR
(*Preferred Shares”) ([EER])
Total @it
Issued and fully paid: BEITRGR:
Ordinary Shares Lk

Nominal value Nominal value

HE AfE

Notes No. of shares HK$'000 No. of shares HK$'000
Bt sk 19 & B THERT B&E AL
20,000,000,000 1,000,000  20,000,000,000 1,000,000
6,000,000,000 60,000 6,000,000,000 60,000
26,000,000,000 1,060,000  26,000,000,000 1,060,000
8,764,360,726 438,218 8,748,292,726 437,415

A summary of the movements in the Company’s issued capital during the years
ended 31 December 2016 and 2015 is as follows:

Issued Capital

At T January 2015
Issue of ordinary shares

—T-hf¥—-HR—H
EEEKR

At 31 December 2015
Issue of ordinary shares

“EZ-H%+-A=1+—H
BB

At 31 December 2016

“E-R"FET-R=1—H

Notes:

BE_ZT—RER-_T—FAF+_A=1+—
BIFFEAQRDBEITRASH WM T

B B®ITRA

Number of Share

Ordinary Issued premium
Shares in issue capital account Total

2&1T
ERREA BRITRAK R E R @
Notes HK$'000 HK$'000 HK$'000
k3 THEL TET TEL
8,498,696,726 424,935 3,933,886 4,358,821
(@) 249,596,000 12,480 201,999 214,479
8,748,292,726 437,415 4,135,885 4,573,300
(b) 16,068,000 803 9,354 10,157
8,764,360,726 438,218 4,145,239 4,583,457
B 5 -

(@ 30,000,000 Ordinary Shares were issued upon exercise of certain unlisted warrants
during the year of 2015 for proceeds totalling HK$16,500,000 and 219,596,000
Ordinary Shares were issued upon exercise of certain share options during the year of
2015 for proceeds totalling HK$174,046,000. The proceeds of such issues had been
applied towards general working capital of the Group.

(b) 16,068,000 Ordinary Shares were issued upon exercise of certain share options
during the year of 2016 for proceeds totalling HK$8,034,000. The proceeds of such

issues had been applied towards general working capital of the Group.

@ ZE—AFRARABTILTRREEET
{8 71 2% 7730,000,0000% L B A% - BB HIES H
16,500,000/ T & —E— R ENFEE T R ERET
{8 1M 3% 17219,596,0000% L @AY - BISFTSRKIEAR
174,046,000 L e Z S BT 2 TSR EE BIE
REBz —REEES -

) ZFT-AFANREETBREETEDRT
16,068,000 & 3 ik - %15 P 15 5% 18 & #£8,034,000
BT R FRTZMSHRACBEAREZ — &
BEEE-
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31 December 2016 —FE—XF+=-_A=+—H

28. SHARE OPTION SCHEME

On 29 June 2010, the Company passed an ordinary resolution to adopt a

share option scheme (the “Scheme”) for the purpose of providing incentives to
participants to contribute to the Group and/or to enable the Group to recruit high-
calibre employees and/or attract human resources that are valuable to the Group.
Participants of the Scheme include employee, officer, agent, consultant, business
associate or representative of the Company or any subsidiary or otherwise
contributes to the success of the Group, including any executive, non-executive
or independent non-executive director of the Company or any subsidiary, who, as
the board of directors or a committee comprising directors and members of the
senior management of the Company (the “Committee”) (as the case may be) may
determine in its absolute discretion, is regarded as valuable human resources of
the Group based on his working experience, knowledge in the industry and other
relevant factors, and subject to such conditions as the board of directors or the
Committee (as the case may be) may think fit. The Scheme will remain in force for
period of ten years commencing on 29 June 2010.

The overall limit on the number of Ordinary Shares which may be issued upon
exercise of all outstanding options granted and yet to be exercised under the
Scheme and any other share option schemes of the Company must not, in
aggregate, exceed 30% of the number of Ordinary Shares in issue from time

to time. In addition, the total number of Ordinary Shares which may be issued
upon exercise of all options granted together with all options to be granted under
the Scheme and any other share option schemes of the Company must not, in
aggregate, exceed 10% of the nominal amount of all the Ordinary Shares in issue
as at the date of adoption of the Scheme (the “Scheme Mandate Limit"). The
Company may, from time to time, refresh the Scheme Mandate Limit by obtaining
the approval of the shareholders in general meeting. Once refreshed, the total
number of Ordinary Shares which may be issued upon exercise of all options to
be granted under the Scheme and all other share option schemes of the Company
under the limit, as refreshed, must not exceed 10% of the number of Ordinary
Shares in issue as at the date of approval of the refreshment by the Shareholders.

The Scheme Mandate Limit amounted to 607,639,472 Ordinary Shares following
the approval of refreshment by the Shareholders on 4 November 2013.

As at the date of this report, the total number of Ordinary Shares available

for issue under the Scheme is 689,472 representing 0.01% of the existing
issued share capital of the Company. The maximum number of Ordinary Shares
issuable under share options to each eligible participant in the Scheme within any
12-month period is limited to 1% of the Ordinary Shares of the Company in issue
as at the proposed date of grant. Any further grant of share options in excess of
this limit is subject to Shareholders’ approval in a general meeting.
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28. HEARFESTE

RZZE—ZTFEXNA-+NAE ARABBYE
BAZRIRM—EERES ([5H81))
EEMARNEBIENER 22 B EIRHEE
&/ EAREERBEESEE R, KR
HAEBEBEBEZANER TEz228%
BEARBREMNBARZEES SR
8 R1E- Bl EBEBHIRIRIELEER
BB zEMAL BEAQARET
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BEE MEETLXHARAEEABRER
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AREUAAREEEHZES (RBEAME) A
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The offer of a grant of share options under the Scheme may be accepted within
28 days from the date of offer, upon payment of a nominal consideration of
HK$1 in total by the grantee. The exercise period of the share options granted is
determinable by the board of directors or the Committee, save that such period
shall not be more than 10 years from the date of grant. Unless the Board may
otherwise determine, there is no minimum period required under the Scheme for
the holding of an option before it can be exercised.

The exercise price of share options is determinable by the Board or the
Committee, but shall be at least the highest of (i) the Stock Exchange closing price
of the Ordinary Shares on the date of offer of the share options; (i) the average
Stock Exchange closing price of the Ordinary Shares for the five trading days
immediately preceding the date of grant; and (iii) the nominal value of the Ordinary
Shares.

Share options do not confer rights on the holders to dividends or to vote at
shareholders’ meetings.

The following share options were outstanding under the Scheme during the year:

At 1 January 2015 —E—h¥—H—H
Forfeited/expired during the year R E N2 U B E
Exercised during the year RERITHE

At 31 December 2015 and 1 January 2016
R=Z—A¥—A—H

—T-AF%t+ZA=t+—H

Forfeited/expired during the year RERR I EIH
Exercised during the year RERNITHE
At 31 December 2016 —E-RF+ZA=+—H

NGLIbEE L

31 December 2016 —ZE— R F+-_A=+—H

RIFFTESIRLBREZZHRAINELN R HE
FrosH M MARABER L HE %
IBTZEBARE-EREBREZITE
HhEEEXZEeET HARPAENE
HBERE AR I0F -RIEFTER1TE
ROHEIVEREETENASARBREZ
R R o

BRiEz2TFEFERESSIZECET H
FEERTISEHZESE  ((TBRNE
MR HEAEB R 2 WM E: () EBEK
REEEHBHIAERS BEBIZF
B HE: Rii)EBREE-

B B TRHA ARBUR B SR BERA
SREZEM-

FARFEETRRITEBREDT :

Weighted
average Number of
exercise price options

hn#E
FIHITEE FERRRE B E
Notes (HKS per share) '000
lir=d (8RBT %
0.77 671,844
(b) 1.62 (17,173)
(c) 0.79 (219,596)
0.72 435,075
(b) 0.84 (86,544)
() 0.50 (16,068)
(d) 0.70 332,463
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Notes:

(@) Equity-settled share option expenses of HK$2,896,000 (2015: HK$14,239,000)
was recognised in profit or loss during the year ended 31 December 2016 in respect of the
share options granted under the Scheme.

(b) 86,544,000 (2015: 17,173,000) share options granted under the Scheme were
forfeited/expired during the year ended 31 December 2016 upon the resignation of certain
grantees during the year.

(c) 16,068,000 (2015: 219,596,000) share options granted under the Scheme were
exercised during the year ended 31 December 2016.

(d)  Asat 31 December 2016, the Company had 332,463,000 share options
outstanding under the Scheme, which represented approximately 3.8% of the Ordinary
Shares in issue as at 31 December 2016.

(e)  The exercise prices and exercise periods of the share options outstanding under the
Scheme as at the end of the reporting period are as follows:

2016
Number of options Exercise price* Exercise period
BREHE TEE* TEHD
('000) (HK$ per share)
(F4) (ERET)

6,133 3.9 2 Jul 2012 to 1 Jul 2017
6,134 3.9 2 Jul 2013 to 1 Jul 2018
1,200 4.15 6 Sep 2012 to 5 Sep 2017
1,200 4.15 6 Sep 2013 to 5 Sep 2018
1,200 4.15 6 Sep 2014 to 5 Sep 2019
1,200 4.15 6 Sep 2015 to 5 Sep 2020
4,516 0.75 20 Sep 2015 to 19 Sep 2017

95,472 0.5 2 Jul 2014 to 1 Jul 2017

95,688 0.5 2 Jul 2015 to 1 Jul 2018

96,000 0.5 2 Jul 2016 to 1 Jul 2019
6,120 0.8 20 Jun 2014 to 19 Jun 2017
6,200 0.8 20 Jun 2015 to 19 Jun 2018
6,200 0.8 20 Jun 2016 to 19 Jun 2019
5,200 0.8 20 Jun 2017 to 19 Jun 2020

332,463

VIVA CHINA HOLDINGS LIMITED FEN P EI#ERR B R A E)

i :

@ REE-_ZT—XR"E+_A=+—HBHLFHF
B iR EEME R ERETEESERARE
EE 2 B RER 52,896,000 T (T — A F:
14,239,000/ 7C) °

b REBEE-_ZE—AR"E+_A=+—BHLFHF
E - BEEIE Y 28654400000 (ZE — R4 -
17,173,00010 ) BEREE RN FRE T A E ABEE
gl sl

€ HRiEztEREE 216,068,000 (—ZFE—H
% :219,506,00010 ) B EEREBE T —~F
+—A=t+—BItFEEETFE-

d RZEBE—XRNE+-_A=+—HB &XRAA
332,463,000 FTEITE N 2 M ARTTEEIRE - 85
R_E—RNE+_A=+—HEETTRARZY
3.8% °

(6 REMEHRFEAT M ARITEBIRE 21T
EERTERARDT

S

—E-—FtAZRE=-E—-+tHFtH—H
—E-=ftA-HE=-ZE-NFtA—B8
—E-—HFhAARNBE=ZZE—tHEhAEHA
—E-ZFNARBE=ZE-NFNAAEH
—E-NFEAAANBE-ZE-hFEAAER
—E-AFEAAANBEZE-ZEFEAAER
—E-AFAhA=-t+BE=-E—tEHA+HA
—E-NEtA-HE=-ZE—tHFtA—8
—E-HAFtA-HE-E-NFtHA—8
—E-REtAZBHE=E-hELHA—H
—E-NEXA=Zt+BEE=ZZE—tEXAthBE
—E-REFEXNAZt+BEE=ZZE-NEXAtHB
—E-XNEARAZt+BE=Z-hAEXA+AhA
—E—tHERNAZt+RE-Z-ZHEXA+ANA



2015

Number of options
EREEE
('000)
(F1)
6,133
6,133
6,134
1,200
1,200
1,200
1,200
1,200
4,867
4,516
79,064
96,000
95,688
96,000
6,140
9,466
9,467
9,467

435,075

*

Exercise price*
TEE
(HK$ per share)
(FRET)
3.9

3.9

3.9

4,15

4,15

415

4,15

4,15

0.75

0.75

0.5

0.5

0.5

0.5

0.8

0.8

0.8

0.8

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Exercise period

TTEHARA

2 Jul2011 to 1 Jul 2016
2Jul 2012 to 1 Jul 2017
2Jul 2013 to 1 Jul 2018

6 Sep 2011 to 5 Sep 2016

6 Sep 2012 to 5 Sep 2017

6 Sep 2013 to 5 Sep 2018

6 Sep 2014 to 5 Sep 2019

6 Sep 2015 to 5 Sep 2020
20 Sep 2014 to 19 Sep 2016
20 Sep 2015 to 19 Sep 2017
2 Jul2013to 1 Jul 2016

2 Jul2014 to 1 Jul 2017

2 Jul 2015 to 1 Jul 2018

2 Jul 2016 to 1 Jul 2019

20 Jun 2014 to 19 Jun 2017
20 Jun 2015 to 19 Jun 2018
20 Jun 2016 to 19 Jun 2019
20 Jun 2017 to 19 Jun 2020

The exercise prices of the share options are subject to adjustment in the event of

any capitalisation issue, rights issue, consolidation, sub-division or reduction of the share

capital of the Company (other than issuance of Ordinary Shares as consideration in respect

of a transaction)

At the end of the reporting period, the exercise in full of the outstanding
share options under the Scheme would, under the present capital structure
of the Company, result in the issue of 332,463,000 additional Ordinary
Shares and additional share capital of HK$16,623,000 and share premium of

HK$217,080,000, before taking into account any transfer of share option reserve

to the share premium account.

(RO B SRR MY 5T
31 December 2016 —ZE— R F+-_A=+—H

—E—hHF

—E——F+A-RE-_ZT—XRFLtHA—H
T —HF+A-BHE-_ZT—+HF+AF—H
—E—=HFtA-BE-_ZE—-—NFt+A—H
TE-——FERARNBE_ZE-ANFNARAB
—E——FNAARNBE-_Z—+HFNAEA
CE-=FAARNBE-_Z-N\FNLARB
—E-NMEARARNBE-Z-ALFNARB
TE-RAFAAANBE-_Z-_ZTFAAEAEH
—E-MEAAT+RE-_ZE—XRFALATAAB
—E-RFEAA+RE_ZS—+FEHATNHAE
—E— =+ AZBE_FT—FtA—H
—E-ME+A-_HE-_ZT—+FtA—H
—E—hFtA-BE-_ZT—NFLA—H
—E—-RFtA-BE-_ZEZ—hHF+LA—H
—E-MENA+TRE-_Z—+FEA+AAE
—E-RAFEARAZFTHEZZE—NFEXA+AHIH
—E-RERNAZtTRE_Z-AEXNATNA
—E—+FERNAZ+HRE-ZE-_EFA+NAH

. BRETEENRETEMNERNEET H#
B~ ARRRAE G - sk EDR (1T EmARIE
BRHREERIN) BEEHFE

REmER RIBEARARE 2 EARRE
SPEIETRARTERREEZBITER
HE N8 17332,463,000/% & @A - $R 1S ER MR
7516,623,0005% 7T & A% 17 4 {E217,080,00078
TC(PEF RE B R EFEEE R ER D ®(E
BR) e
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29. PERPETUAL CONVERTIBLE BONDS
The perpetual convertible bonds issued are as follows:

29. KAMAERKRES%
BETZKAMAIBRBESNT

Earn-out ZHBEN

HK$’000 HK$'000
FTER TET
1,139,046 1,139,046

Earn-Out Perpetual Convertible Bonds

On 30 August 2013, the Company entered into the Deed with Victory Mind Assets
and Dragon City to advance the timetable for the possible issuance of Earn-Out
Perpetual Convertible Bonds in relation to the acquisition of approximately 25.2%
equity interest of Li Ning Co in December 2012 (note 14). The execution and
performance of the Deed were approved in the extraordinary general meeting of
shareholders on 4 November 2013. The Earn-Out Perpetual Convertible Bonds
with a fair value of HK$1,140,000,000 were issued in advance in November
2013 and were classified as equity and the related derivative financial liabilities
were derecognised at the same time, the financial impact of which was based on
the fair value of Earn-Out Perpetual Convertible Bonds upon the Deed becoming
effective. As a result, the Group has recorded a loss of HK$156,000,000 in
2013. Upon the completion of the advanced issuance, the holder of the perpetual
convertible bonds are subject to certain undertakings based on the operating
performance of Li Ning Co for the financial periods between 2013 and 2017,
under which a portion of perpetual convertible bonds may have to be returned to
the Company in the event that certain performance targets of LN Group are not
met. The Company will continue to assess whether any and how much undertaken
perpetual convertible bonds might be cancelled in the future and recognise

a corresponding derivative financial asset, if any, at its fair value. Subsequent
changes of fair value of such derivative financial asset will be recognised in profit
or loss. Details of this transaction were set out in the Company's circular dated
17 October 2013. The related transaction costs amounting to approximately
HK$954,000 have been offset against the carrying amount of Earn-Out Perpetual
Convertible Bonds in 2013.

As at 31 December 2016 and 2015, the fair value of the derivative financial
assets determined to be closed to zero.

There was no movement on Earn-Out Perpetual Convertible Bonds during the
years ended 31 December 2015 and 2016.

VIVA CHINA HOLDINGS LIMITED 3ENhEIIERR BR8]

BREIKAMTRRES
RZZTE—=FN\A=+H" &2 7 AVictory
Mind Assets & Dragon Cityz] 32 22 15 + LA A Bt 742
ZE-ZF T+ ARBEFER A £25.2%0%
T Al BE BT B FIBE Nk AT IR EH
AR (WHiE14) REBEZEIREBITR-Z
—=F+—AMNARTHRRFIARE LE
Bt - A F{E A1,140,000,0008 T 2 &
Mg hxk AMABMBRESFER T —=
+—ARAET WHEEAEE RN A
PMEVBEBEDRIEER EYBEER
B R IE AR B R ok A A R &
HFZAFEFE Bt AEBR T —=
F $% 15 E5738156,000,00058 7T - A FE L B 1T %
P& - K AR RIRESF B ABTE T &
BT (AFBERARR_E—=ZFE_F
—tFH R G ERRBIKE) « Eitt -
WEEEE A TREBEAREERK B
DKAMABRRES A REARE TAAA]
AARBEETEESEEMLE VEERE
KA RIREH T RE RN R R E RIEE R
FERREERITENBEE (W0F) - BELT
EHBEEZ ATFECZEEES KR EBRF
BR-BERZZHBHIRARABHAS
T—=F+AT+EHZBRHRA - RZT—=
FHBRSRANZEL54,0008 T E KB A
e Dok A MR ES 2 BREE -

RZE—RER_ZE—HAF+_A=+—
B STEMBEEN LA TFTEETAEOS -

REBEE-_ZT—HFA_ZT—RF+ A
=+ —HIEFE  BFGENKAMETREKE
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

30. RESERVES

() The amounts of the Group’s reserves and the movements therein for the
current and prior year are presented in the consolidated statement of changes in
equity.

(i) The share option reserve represents the fair value of share options vested
which are yet to be exercised, as further explained in the accounting policy of
share-based payments in note 2.3 to the financial statements. The amount will
either be transferred to the share premium account when the related share options
are exercised, or transferred to retained profits/accumulated losses should the
related share options lapse or be forfeited.

(i) Pursuant to the relevant laws and regulations for wholly-owned enterprise, a
portion of the profits of the Group’s wholly-owned-subsidiary which is established
in the PRC has been transferred to reserve funds which are restricted as to use.

31. NOTE TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS

Non-cash transactions

In December 2015, deposits paid in previous years in the amount of

HK$119,400,000 has been used for the capital contribution in CITIC Land.

32. UNLISTED WARRANTS

On 26 May 2014, the Company entered into a warrant placing agreement (the
“Warrant Placing Agreement”) with RHB OSK Securities Hong Kong Limited (the
“Placing Agent”), an independent third party. Pursuant to the Warrant Placing
Agreement, the Placing Agent agreed to place up to 700,000,000 warrants at

a consideration of HK$0.01 each, the warrants conferring rights to subscribe

for up to 700,000,000 Ordinary Shares of the Company at an exercise price of
HK$0.55 per share (subject to adjustment) to the warrant placees who and their
respective ultimate beneficial owners are independent third parties. The warrants
have an exercise period of 18 months. The warrant placing has been completed
on 11 June 2014 and 700,000,000 warrants have been issued to six placees
in accordance with the terms and conditions of the Warrant Placing Agreement.
An aggregated net proceeds of approximately HK$5,993,000 has been raised by
the warrant placing in 2014 and the same will be utilised by the Group as general
working capital.

30,000,000 Ordinary Shares were issued upon exercise of certain unlisted
warrants during the year of 2015. Balance of unlisted warrants reserve in relation
to the unexercised warrants has been transferred to accumulated losses at the
expiry of the warrant period.

NGLIbEE L

31 December 2016 —ZE—RF+_-_A=+—H

30. f#f&
i) AEEREL-—FEAKEHFHEESEN
HA2PRGaaBZ2PHRRNZES -

(i) BEEFEERECRBERTERRE
ZRVE P FEEHN M B RERMFE2.3
PRt AR AR B 2 @ FTEUR - BB BAG
EHEBRERETERERERMEER =X
REBBRERAYIPOLMSER=RE R
M,/ BEHEE -

(i) WREBEZEFRAELEZRBEERIESR
AEBRAP KL 2 2B B AR
EEAXRBAEZHEHEES-

3. ZEBREREBRMEE

FREXH
BEFEEMNERE119,4000008 TER-F
—RETZAEETEER-

32. kELEMRREE

R-ZE—MERA=-+AB AQAFEB
VEZFREBEFSFARAA ([ERER
BV RREFLRE RS ([RIREFRLR
EHEl) BERREZEEHE KBS
REREASNINETHREEERS
700,000,0001p RIKHEE ZERBEZEE T
RREFEALRA (AEAXFEEEREH
CEREERBEEANLARBILE=F)EF
T EB RSB T (A FAR)RER
%700,000,00008 A2 &) EiBAK - 7% & R I E
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—MHEXA+—RBZEAK B700,000,00017 7R
BEFERERAREZTLEEHZHNERK
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33. OPERATING LEASE ARRANGEMENT

(a) As lessor

As at 31 December 2016, the Group leased certain portion of its investment
properties (note 13) to independent third parties under operating lease
arrangements, with each lease negotiated for a term of 3 to 10 years.

As at 31 December 2016, the Group had total future minimum lease receivables
under non-cancellable operating leases with its tenants falling due as follows:

33. KEHOZH

@@ MEBREEA
RoZE—RE+-_A=+—RB r£ERE
BN RERBYE=FHBEERE
(1) METFHD  SEBELHENE S
Hi=ZF 4o

RZB-—RF+TZA=+—RH AKERE
PRI NI HIR JE R 2 A R A
HORNBREKZREHESEBOT:

HK$’000 HK$'000
FERT FET
Within one year —FN 805 1,636
In the second to fifth years, inclusive F_EFATF (PREEMT) 1,137 4,520
Over five years HFLAE 367 -
2,309 6,156

(b)  As lessee (b)y fEHBEBEA

The Group leases certain of its office properties and sports park under operating
lease arrangements. Leases for properties are negotiated for initial terms ranging
from six months to twenty years.

At 31 December 2016, the Group had total future minimum lease payments
under non-cancellable operating leases falling due as follows:

AEBREBELEHOLHEEEETHAE
MERBERE - N MEHEHBLEHARN
NEAEZtFZM-

R-ZE-RET_A=1t—RH AEERE
KNSR R 2 Al B 2 HAamR A
‘EMNZRERENREENT

HK$’000 HK$'000

FET FET

Within one year —F R 6,926 10,241
In the second to fifth years, inclusive F_EFATF (BREEEMT) 10,404 12,264
Over five years HEFMN E 36,828 41,790
54,158 64,295
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

34. COMMITMENTS FOR PROPERTY DEVELOPMENT/CAPITAL
EXPENDITURE

As at 31 December 2016, the Group had the following commitments for property

development and capital expenditure;

(RO B SRR MY 5T
31 December 2016 ZE—~"F+=_A=+—H

3. FiERE E A RRIE

RZE-—RETZA=+—B XxEE%HEF
VAT 55 3 2 ) 35 K 3B 7R B SO

HK$’000 HK$'000
FHET FHET

Contracted, but not provided for: BET 4B R B
Property development/construction work EHEMRE BETR 18,866 15,628
Capital contribution/acquisition of associates EE W DR 18,565 149,240
37,431 164,868

35. RELATED PARTY DISCLOSURES

(@) In addition to the transactions detailed elsewhere in these financial
statements, the Group had the following material transactions with related parties
in the ordinary course of business during the year:

3. BEATHEE

() FRLEFMBREEMBO AL 2R
I AEBFEANRERGBES B LERE
ATETATERRZ S

FT U B i Uiy — ] B 2

Sponsorship income received and receivable

from an associate RNAIZEBWA
Gross underwriting commission fee received Frii—ME & Qa2
from an associate BiEMeEREE
Service income received from an associate Fruf —ME B2 AR 2
AR 75 U A

Community development consultancy Fri—ME & Qa2
service income from an associate
Office and car-park rental expense paid and

payable to an associate

BN REN — R A
Me kX

(i)~ Sponsorship income in relation to some sports event and competition
managed by the Group received and receivable from LN Group, which was
charged in accordance with the terms negotiated between the related parties. Mr.
Li Ning is a common director of the Company and LN Group.

At 1 B R K S AR TS U

NAZMARERIFES

Notes HK$’000 HK$'000
B 5 FTHET FET
0) 72,555 78,669
(i) - 11,908
(iii) 40 1,555
(iv) 31,840 -
(v) 1,504 1,610

() EBEBRAERBAREER ETES
RERBEAFESHEEDRLERZER
ZEBERLEBBALHE 2 GFWE - =
BRERARANRFEREZARES-
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(i)~ The Group received a gross underwriting fee income amounted to
HK$11,908,000 during the year ended 31 December 2015. The gross
underwriting commission fee income represented 2.5% of the principal amount of
offer securities underwritten by the Group under the 2015 Li Ning Open Offer. It
was determined after arm’s length negotiations between the Group and LN Group
with reference to current prevailing market rate. Approximately 124,739,000 units
of convertible securities were allotted to the Group at the total consideration of
approximately HK$324,322,000. In this connection, the Group’s equity interests
in Li Ning Co has decreased from approximately 26.1% to approximately 25.0%
with effect from January 2015, assuming all holders of the convertible securities
convert the convertible securities in full upon completion of the 2015 Li Ning
Open Offer. The Group was one of the underwriters of the 2015 Li Ning Open
Offer and its obligations under the related underwriting agreement had ceased
forthwith upon completion of 2015 Li Ning Open Offer.

Mr. Li Ning is a common director of the Company and Li Ning Co. The
underwriting commission fee income, after elimination of the attributable portion of
the unrealised transaction with LN Group and net of related expenses, amounted
to HK$8,802,000 was recorded as other revenue during the year ended 31
December 2015 (note 5).

(i) Service income represented agency fee for service rendered in relation to
the endorsement of brand products of LN Group. It was charged in accordance
with the terms negotiated between the Group and LN Group. Mr. Li Ning is a
common director of the Company and LN Group. Pursuant to the relevant agency
contract entered with the sports talent appointed by LN Group for the provision
of the aforesaid endorsement, the service income recognised by the Group was
calculated based on certain percentage of the gross sponsorship fee on a time
apportionment basis in accordance with the service agreement entered into with
LN Group, over the relevant service period.

(iv)  Consultancy service income represented consultancy services rendered by
the Group in connection to a community development project in the PRC.

(v)  During the twelve months ended 31 December 2016, the Group leased
an office and certain car-parking spaces from LN Group. The lease rates were
determined after arm’s length negotiations between the Group and LN Group with
reference to current prevailing market rate. Mr. Li Ning is a common director of
the Company and LN Group.

(b) Other Transactions with related parties

During the year ended 31 December 2016, the Group has acquired 10% equity
interest in Double Happiness at RMB124,992,000 and Double Happiness
became an associate of the Group with effect from 23 December 2016. Further
details of the transaction are included in note 14(f) to the financial statements.

VIVA CHINA HOLDINGS LIMITED 3ENhEIIERR BR8]

i MEBEEZZ—RAF+-_A=+—HIt
FE - ANEBEDWEAE B E U AT1,908,000
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(c) Outstanding balances with related parties
Details of the Group’s balances with related parties as included in trade
receivables, prepayments, deposits and other receivables and payable to a
non-controlling interest are disclosed in notes 17, 18 and 24 to the financial

statements.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Included in receipts in advance is an amount of HK$38,809,000 (2015:
HK$7,910,000) received from an associate, which is based on normal
commercial terms offered by the Group to major customers.

(d) Compensation of key management personnel of the Group

Details of directors’ emoluments and highest paid individuals are included in notes

8 and 9 to the financial statements, respectively.

Apart from payable to a non-controlling interest (note 24), which amounted to a
continuing connected transaction but was fully exempted from the requirements
under chapter 20 of the GEM Listing Rules, all other related party transactions
set out in this note did not fall within the definition of “connected transaction” or
“continuing connected transaction” in Chapter 20 of the GEM Listing Rules.

36. PARTICULARS OF SUBSIDIARIES
The following is a list of the principal subsidiaries at 31 December 2016:

Company name

NEER

Viva China Holdings Ltd ("VCHL")

Winner Rich Investment Limited
AHEREBRATF
Viva China Sports Holding Limited

FATEERERARAR

Viva China Community Development Holdings Limited
FAFEHEREERER AR

Viva China Community Development (Yangzhou) Holdings Limited
FAFBEHERE (FMN)ERERAR

Viva China Yangzhou Community Development Holdings Limited
FARBEBMEREERER AR

BHEAEHEREERAF

RYTMELEE LEXERER A

Place of
incorporation/
registration and
operations
AWML M
REXMH

BVI
EBRAES
Hong Kong
S

Hong Kong

0

BVI
EERAES
BVI
HERAES
Hong Kong
Bk

PRC

H

PRC

HE

Issued ordinary
shares/capital
BET
EER/BA

US$1
ES
HK$ 1
T
HK$520,000

520,000% 7T

US$1
1ET

US$20
PAEH

HK$10,000
10,0008 7T

RMB210,000,000
AR 210,000,000

RMB500,000

AR #500,0007

(RO B SRR MY 5T
31 December 2016 —E— X+ =-_A=+—H

() BEALZRFEE

REBFARKE SHRE FANHIE BE
R EL A U FRIE LA Ko ST SR TR RS R 2 2 BB
ANTEBRZFBETBRERMFE17 1824

B — B & R | U ER 2 3 T838,809,000/% TT
(ZZT—F4F 7,910,000 7 ) Jhat ATE U X
B REAEERTERFIRH TS

B X RREE °

d FAEBXEEBEAEZHMH
BEREEMERESFALTZHE  DRIH
PR T ¥R R M 78 K9 ©

FRERR B RE R 5 2 JE N SR A HE 22 50 TR
(KFE2d) BEHFH R AIFR EHRAE20E
BN ZBREIN M FEFTELFT A H 1 B B
RBATBRAIER LR R E20ZR AT
EEBEXZ | X HEBEXS] -

36. B ATERE
—EF-XFT-AS+-BXEMBLTN
BHREAT

Percentage of equity

attributable to the Company Principal activities

AAREEREEI L TEER

Direct Indirect

H# &

100% - Investment holding
BAER

100% - Investment holding
REER

100% - Investment holding and sports

falent managemgnt
REBRREEANTER
100% - Investment holding
REER
- 70% Investment holding
REZR
- 70% Investment holding
REZR
- 70% Property development
FiERE

- 70% Sports event organisation and
operation
BREEIDELREE
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Place of
incorporation/
registration and Issued ordinary
Company name operations shares/capital
SR BRI
AFEE REEHE AR/ BAR
BINFELBE BB LA PRC RMB300,000
FE AR #300,0007T
KEREERREEEERAR PRC RMB100,000,000
FE AR #100,000,0007T
FNEVEEER (AR)ERAH PRC RMBB2,100,000
FE AR #82,100,0007T
BHEXERRELEXEBRAA PRC RMB100,000,000
HE AR #100,000,0007T
IRENEHENEZABRAA PRC RMB25,000,000
FE AR #25,000,0007T
KERESERTESEMRAA PRC RMBA0,000,000"
FE AR #90,000,0007T*
KEREFARFEE ULELREREEEFL PR RMB125,000,000
AR #125,000,0007T

i
The registered capital of ZKBEZE E BB M B SHHR A G is
RMB150,000,000.

Apart from ZRBEZFENBREBE XN LEXERERETEHR O
being registered as limited partnership, all the other principal subsidiaries of the
Company are registered as limited liability companies

The above table lists the subsidiaries of the Company which, in the opinion of
the Directors, principally affected the results for the year or formed a substantia
portion of the net assets of the Group. To give details of other subsidiaries would,
in the opinion of the Directors, result in particulars of excessive length

VIVA CHINA HOLDINGS LIMITED 3ENhEIIERR BR8]

Percentage of equity
attributable to the Company Principal activities
ARAREEREAESL TEEH
Direct Indirect

E# B

- 70% Sports park management and

operation

CEEEEREE

Project investment and property
development consultancy
Services

BERAREHERES
AR

Sports talent management,
competition and event
production and management,
and sports consultancy service

SEANTER BEREEY
SHERERREEHT
BR%

Properties holding and leasing of

investment properties

HAENERBERENE
Provision of development
consultancy services
REFREEARS
Marketing and sales of
construction materials

B zmisHERES

Investment holding
RERR

- 100%

- 100%

- 100%

- 100%
- 100%

- 100%
- 100%

- 100%

KERESERMEFBER AT ZEME
KA AR ¥150,000,0007T °

BRINERZEFENRREE VL EXRERE
EEPLEMREREE MAEARRRIZH
MEEMBRARGEMABRLIF-

EXREIARRZHBRAR EFRS &%
EMBRAISTEHFARAXEBATENL
HAAREBEEFECEIRHND EFZRR
HINEMMB AR ZEREERFEBNTT
Ko
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37. STATEMENT OF FINANCIAL POSITION AND RESERVE 37. KRFZHMBRRAREREEES

MOVEMENT OF THE COMPANY

Notes HK$’000 HK$'000

M 5T FH&xT F& T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M B M 109 145
Investments in subsidiaries REB AR 2K E 3,568,879 2,924,615
Deposits e 1,715 1,715
Total non-current assets ERMBEERLE 3,570,703 2,926,475
CURRENT ASSETS REEE
Due from subsidiaries TN 303,049 701,546
Prepayments, deposits and other receivables AT FIE - e REAM K

I 46,882 46,906

Pledged deposit IR TF - 27,054
Cash and bank balances e MIRITH & 601,680 107,517
Total current assets MEBEERE 951,611 883,023
CURRENT LIABILITIES REBEE
Due to subsidiaries JE A B B A B FUE 35,414 51,228
Other payables and accruals HEthEARIERETE A 6,428 5,299
Total current liabilities mEEERE 41,842 56,527
NET CURRENT ASSETS REEEFE 909,769 826,496
TOTAL ASSETS LESS CURRENT LIABILITIES EEHABRABERE 4,480,472 3,752,971
NON-CURRENT LIABILITY FREBEE
Convertible notes GIEE 37 25 690,440 -
Total non-current liability ERBBELHE 690,440 -
NET ASSETS EEFE 3,790,032 3,752,971
EQUITY R
Issued capital BB TR 27 438,218 437 415
Perpetual convertible bonds K A ME AT g (E 29 1,139,046 1,139,046
Reserves @ (a) 2,212,768 2,176,510
TOTAL EQUITY A 3,790,032 3,752,971
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The Statement of financial position of the Company was approved by the board of
directors on 23 March 2017.

Note:

(@) Reserve movement of the Company

At T January 2015

Loss for the year and total comprehensive loss for the year
Shares issued upon exercise of share option
Share issued upon exercise of unfisted warrants

Equity-settled share option arrangements

Transfer of share option reserve upon the forfeiture or

expiry of share options

Transfer of balance of warrants reserve in relation
fo the unexercised warrants at the expiry

of the warrants period

WZE-hE-A—H
FRBELERNZABELE
ERERTERETZRN
FEMRREEEOEREN
2k
DREREE 2 BRERH
RERERR N E R ER
BRERE
FRAREE DHERK
R RREEEE
RREEFEES

a8
.

At 31 December 2015 and 1 January 2016

Loss for the year and total comprehensive loss for the year
Shares isstied Lpon exercise of share option

Equity component of convertible note
Equity-settled share option arrangements

Transfer of share option reserve upon the forfeiture or

expiry of share options

WZE-RETZA=1-H
ERZE-R"E-f—H
FRAEERERNZEFRES
BEREERTERETZRM
TRREE EEHH
INRELE 7 BRERH
RERERRNLERE
BRERERE

At 31 December 2016

RZF-A¥+tZA=1-H

VIVA CHINA HOLDINGS LIMITED 3ENhEIIERR BR8]

RARRZHMBRAKER T —LF=H
“tT=HESEEgHE-
B 5
@) AREZFEEE
Share Unlisted Share Convertible
premium Warrants option notes equity  Accumulated
account Reserve reserve reserve losses Total
FLTAR TRREE
B EER BEGE BRERE ERRE 2 ER @it
Note HK$'000 HK$'000 HK$'000 HK$000 HK$ 000 HK$'000
Mz T T FiET TR TAT TR
3,933,886 5993 124,568 - (1,797,988) 2,266,459
- - - - (282,254) (282,254)
186,742 - (23,676) - - 163,060
15,267 (257) - - - 15,000
- - 14,239 - - 14,239
- - (6,944) - 6,944 -
- 5,736) - - 5736 -
4,135,885 - 108,187 - (2,067,562) 2,176,510
- - - - (64,261) (64,261)
9,354 - (2,123) - - 7,231
25 - - - 90,392 - 90,392
- - 2,896 - - 2,806
- - 17,111) - 17,111 -
4,145,239 - 91,849 90,392 (2,114,112 2,212,768




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES
The Group is exposed to financial risks through its use of financial instruments in
its ordinary course of operations and in its investment activities. The Group does
not have written risk management policies and guidelines. However, the board of
directors of the Company meets periodically to analyse and formulate measures
to manage the Group’s exposure to market risk (including foreign currency risk,
interest risk and other price risk), liquidity risk and credit risk. Generally, the Group
employs a conservative strategy regarding its risk management. As the Group’s
exposure to market risk (including foreign currency risk, interest risk and other
price risk), liquidity risk and credit risk are kept at a minimum level, the Group has
not used any derivatives or other instruments for hedging purposes. The Group
does not hold or issue derivative financial instruments for trading purposes. The
most significant financial risks to which the Group is exposed are discussed below.

Interest rate risk

Interest rate risk relates to the risk that the fair value or cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The Group
has interest-bearing assets and liabilities in relation to cash at banks and bank
and other loans and convertible notes, details of which are disclosed in notes
19, 23 and 25, respectively, to the financial statements. The Group’s income
and operating cash flows are substantially independent of changes in market
interest rates. The Group has not used any financial instrument to hedge potential
fluctuations in interest rates. The exposure to interest rates risk for the Group’s
cash at banks, bank and other loans and convertible notes are considered
minimal,

Foreign currency risk

Currency risk refers to the risk that the fair value or future cash flows of a
financial instrument (excluding investment in associates) will fluctuate because
of changes in foreign exchange rates. The Group operates in Hong Kong and
the PRC. Most of the sales and trading transactions are settled in RMB. Deposits
invested into various bank deposits are denominated in RMB and HK$. As at the
end of the reporting period, foreign currencies were translated into HK$ at the
closing rate. As at 31 December 2016, cash and bank balances denominated

in RMB and domiciled outside the PRC amounted to HK$2,037,000 (2015:
HK$66,480,000) and the remaining balance of HK$802,694,000 (2015:
HK$213,214,000) was mainly denominated in HK$ or denominated in RMB and
domiciled in the PRC. The policies to manage foreign currency risk have been
followed by the Group since prior years and are considered to be effective.

Sensitivity analysis
The sensitivity analysis below have been determined based on the exposure to
foreign currency risk at year end date.

If RMB appreciates/depreciates against HK$ by 5%, the results, and equity of
the Group would be increased/decreased by approximately HK$101,800 (2015:
HK$3,324,000).

(RO B SRR MY 5T
31 December 2016 —ZE— R F+-_A=+—H

38. MIEREEBERBXK

AEEERER BEEHRREEZTEH
2 % T RAK MG R - NSRBI EEE
R EEBRNES AT ARAERS
ERRITEH DM RHETHERAEERNE
B AR 2 TG R (B ESNE E R - B & &
e EMERRR) RBESRARNMEE
Bk —f&mMEs AKERBEERREE
FEE - AN A EAZ 2 Ti5ER (BEFH
e~ ) R L B B E A (B AR LB ) - U
& & E R A5 B R R 4R R K - AR
R G BEMOT A E M T R AES A
o REBPTAR 2 EXT RN T X
i Al

A = &k

FEBBIVEMBTEZ AFERIBEE RS
CHEMSHEREHMEB R 2 RARER -
AEBEFBEERBE FRRITRE
WITREMERR BRI - BEFEY
R A BF TSR R BT FE19 - 2325 75 o AN 2
ZWAREEREREANN LETISFH RE
B G o AN & B N0 R {E AR (A B 7 T B
BEMERRES AEBETHEE RITRE
%%%&ﬂﬁ%%%Zﬂ%@ﬁ&ﬁﬁﬂ
e

S8 [ B
SEMERENETA (T BERES R
=

|

ZWE)ZATFERARBEBERECHEER
HEMES AR NEBNEERFEHE
Bo AMBOHEENEERHIUARKELES -
KBERZEBRITZEIAARE RBE T
BE-RBEBHR INEIRRTIERBLE BF
T RZE—RE+-ZA=1+—H UARE
BAETERRFBEREIN IR RIRTTAH
£2,037,000/ 7T ( —Z = — H 4 : 66,480,0007
JT) - T EA%E802,604,0008 T ( —E— A4 :
213,214,000 70) Bl = Z LB TTErEsA A
REFELGFERRFERERN  REBRBZE
HFE—FETINERREERR TREZ
EBRT 2B

BRE D
THSRESMERBRELE AT 25N
[\ & EE E

MARBEBETET2EN% MAREE

B FER G IN,R A #9101,8008 T (=
— 13,324,000 7T ) ©
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Credit risk

Credit risk refers to the risk that the counterparty to a financial instrument would
fail to discharge its obligations under the terms of the financial instrument and
cause a financial loss to the Group. The Group’s exposure to credit risk mainly
arises from granting credit to customers in the ordinary course of its operations.
The carrying amounts of trade receivables, pledged deposit and cash and cash
equivalents included in the face of the statements of financial position represent
the Group’s maximum exposure to credit risk in relation to its financial assets.

The Group generally has established long-term and stable relationships with

its customers. The Group has policies in place to ensure that sales of products
are made to customers with an appropriate credit history. The Group generally
allows credit period of one month extending up to six months to its major trade
customers. The Group has no other significant concentration of credit risk in
respect of its trade receivables. The Group maintains its pledged deposits and
cash and cash equivalents with reputable banks in Hong Kong and the PRC,
therefore the directors consider that the credit risk for such is minimal. The credit
and investment policies have been followed by the Group since prior years and are
considered to have been effective in limiting the Group’s exposure to credit risk to
a desirable level.

Liquidity risk

Liquidity risk relates to the risk that the Group will not be able to meet its
obligations associated with its financial liabilities that are settled by delivering cash
or another financial asset. The Group is exposed to liquidity risk in respect of
settlement of trade payables, other payables and accruals, bank and other loans,
convertible notes and payable to a non-controlling interest, also in respect of its
cash flow management.

The Group’s objective is to maintain an appropriate level of liquid assets and
committed lines of funding to meet its liquidity requirements in the short and
longer term. The Group manages its liquidity needs on a consolidated basis by
carefully monitoring scheduled debt servicing payments for long-term financial
liabilities as well as forecast cash inflows and outflows due in day to day business.
Liquidity needs are monitored in various time bands, on a day to day and week
to week basis, as well as on the basis of a rolling 3 months projection. Long-
term liquidity needs for a 180-day and 365-day lookout period are identified
monthly. Net cash requirements are compared to available funds in order to
determine headroom or any shortfalls. This analysis shows if available funds are
expected to be sufficient over the lookout period. The Group maintains cash

and short-term bank deposits to meet its liquidity requirements for 30 days at a
minimum. Funding for longer term liquidity needs is additionally secured by an
adequate amount of borrowings and the ability to sell longer term financial assets.
The Group’s liquidity is mainly dependent upon the cash received from its trade
customers.

The directors of the Company are satisfied that the Group will be able to meet
in full its financial obligations as and when they fall due in the foreseeable future.
The liquidity policies have been followed by the Group since prior years and are
considered to have been effective in managing liquidity risks.

VIVA CHINA HOLDINGS LIMITED EN P EIIZRR BR8]
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Apart from the non-current convertible notes disclosed in note 25 for the financial
statements, the maturity profile of the Group’s major financial liabilities as at the
end of the reporting period, based on the contractual undiscounted payments, is
within one year or on demand.

The contractual undiscounted payments are approximate to their carrying
amounts.

The Group considers expected cash flows from financial assets in assessing and
managing liquidity risk, in particular, its cash resources and other liquid assets that
readily generate cash. The Group's existing cash resources and other liquid assets
significantly exceed the cash outflow requirements.

Fair value risk and disclosures

At 31 December 2016, the Group held certain derivative financial instruments
which are carried in the financial statements at fair value, as further detailed in
notes 14 and 29 to the financial statements. In respect of the derivative financial
instruments, their fair values were measured based on a valuation technique for
which any inputs which have a significant effect on the recorded fair value are
based on significant unobservable data (the “Level 3 fair value hierarchy”). During
the year ended 31 December 2016, there were no transfers amang the levels
(2015 Nil).

In respect of the Group’s financial assets and liabilities as at 31 December 2016
and 2015 which are carried in the financial statements at other than fair value,

in the opinion of the directors of the Company, the carrying amounts of these
financial assets and liabilities are reasonable approximation of their respective fair
values as these financial instruments are due to be received or settled within one
year. Accordingly, no disclosure of the fair values of these financial instruments is
made.

Capital management

The primary objectives of the Group’s capital management are to safeguard the
Group's ability to continue as a going concern and to maintain healthy capital
ratios in order to support its business and maximise shareholders' value.

The Group actively and regularly reviews and manages its capital structure to
ensure optimal structure and shareholder returns, taking into consideration

the future capital requirements of the Group, prevailing and projected capital
expenditure, projected strategic investment opportunities and economic conditions.

To maintain or adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares. The
Group is not subject to any externally imposed capital requirements. No changes
were made in the objectives, policies or processes for managing capital during the
years ended 31 December 2016 and 2015.

AR O B SRR MY 5
31 December 2016 —ZE—RF+-_A=+—H
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The Group regards total equity attributable to the shareholders of the Company
presented on the face of the consolidated statement of financial position

as capital, for capital management purposes. The amount of capital (total

equity plus total debt) as at 31 December 2016 amounted to approximately
HK$4,848,842,000 (2015: HK$4,193,356,000), which the management
considers as optimal having considered the projected capital expenditures and the
forecast strategic investment opportunities.

39. FINANCIAL INSTRUMENTS BY CATEGORY

Other than derivative financial instruments being classified as financial asset/
liabilities at fair value through profit or loss as disclosed in notes 14 and 29 to
the financial statements, all financial assets and liabilities of the Group as at 31
December 2016 and 2015 were loans and receivables, and financial liabilities
stated at amortised cost, respectively.

40. DIVIDENDS
The Directors did not declare an interim dividend and did not recommend the
payment of a final dividend for the year ended 31 December 2016 (2015: Nil).

41. EVENTS AFTER THE REPORTING PERIOD

(a)  On 20 January 2017, the Company granted share options (the "Options”)
to certain individuals (the "Grantees”) to subscribe for a total of 369,300,000
ordinary shares of HK$0.05 each of the Company (the “Shares”), under the
share option scheme adopted pursuant to an ordinary resolution passed at the
extraordinary general meeting of the Company held on 29 June 2010 (the “Share
Option Scheme”). The Options shall entitle the Grantees to subscribe for the
Shares at an exercise price HK$0.80 per Share. Among the Options granted, (i)
184,650,000 Options are vested on 20 January 2017; (i) 92,325,000 Options
shall vest on 20 January 2018; and (iii) 92,325,000 Options shall vest on 20
January 2019. All of the Options shall be exercisable for a period of two years
after vested. Among the Options granted, a total of 183,000,000 were granted
to the directors of the Company. Details of the grant of Options are set out in the
Company’s announcement dated 20 January 2017, As at the date of this report,
the Company is in the course of assessing the fair values of the Options granted
and the financial effect of such Options.

(b)  On 3 February 2017, Li Ning Co issued 168,629,032 new ordinary
shares upon the conversion of convertible bonds in the principal amount of
RMB561,000,000 issued by Li Ning Co. The Group’s equity interests in Li Ning
Co have been diluted from approximately 24.3% to approximately 22.6% and a
loss on deemed partial disposal will be recognised in the first quarter of 2017. As
at the date of this report, the Company is in the course of assessing the financial
effect of such deemed partial disposal.
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PARTICULARS OF INVESTMENT PROPERTIES
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Attributable Interest

Location Use Tenure of the Group
B AR HH AEEEGER
Land Lot Nos. 50, 52, 61, For generating rental income ~ Medium term 100%

No. 22 Kaifa Road, and/or capital appreciation

Shenyang Economic and
Technology Development Zone,
Shenyang, Liaoning Province, the PRC

FEEELREEGT BAREIRATWAR HH 100%
G AOE R IT R  &R 5B AN (E
A B BR 205

8850 ~ 52 - B15R MR
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PARTICULARS OF STOCK OF PROPERTIES
ESEA A

Approximate Site

Location Group’s Interest Tenure Area (sq.m.)
BRGHEE

B rEEER HHE (FFHK)

Guangling Xincheng, Yangzhou, 70% Medium to long term 23,334

Jiangsu Province of the PRC,

northwest to the intersection of

Binshui Road and Jianmin Road

RETES 70% HHi Z K A 23,334
5 M T PE T

BKEEERERZIX AR
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FIVE-YEAR FINANCIAL SUMMARY
hF ISt E

A summary of the results and of the assets and liabilities and total equity of the ATEAEBBEREMBFEEBRE 2
Group for the last five financial years/period, as extracted from the published (XEREENAERERBEHNE  DEH
audited financial statements of the Group, is set out below: BASED T BLEZTBERE:

RESULTS E4

Year ended 31 December

BET-A=t-HL%E

HK$°000 HK$'000 HKS'000 HK$'000 HK$'000
TRER TAL TRET TATL TAT

REVENUE ezt 552,208 147,355 111,418 125,162 68,191
PROFIT/(LOSS) BEFORE TAX BRRARR, (BR) 112,163 (182,551) (463,045) (645,763) (296,088)
PROFIT/(LOSS) FOR THE YEAR ATTRIBUTABLE TO 7K 7 &1 4 %5 I &8 FE 1 £ Y
FQUITY SHAREHOLDERS OF THE COMPANY &%,/ (118) 103,630 (179,657) (462,176) (640,919) (282,595)
ASSETS AND LIABILITIES EEHEE
31 December
+=A=+-H

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FRET TET TAT TET TET

NON-CURRENT ASSETS ERBEE 3525815 3,536,271 2990300 3338903 3,219,325
CURRENT ASSETS TBEE 1,580,745 781,546 1,022,887 1,121,657 1,458,017
CURRENT LIABILITIES REBEE 635,634 320,727 140,158 135,302 230,908
NET CURRENT ASSETS MBEEFE 945,111 460,819 882,729 986,355 1,227,109
TOTAL ASSETS EEBE 5,106,560 4317 817 4,013,187 4,460,560 4,677,342
TOTAL ASSETS LESS CURRENT LIABIITES ~ BE#ER B AR 4470926 3997000 3873029 4325258 4,446,434
EQUITY ATTRIBUTABLE TO EQUITY AREEERR

SHAREHOLDERS OF THE COMPANY iR 3,718,317 3741854 3873034 4322802 3455299
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In this annual report, unless the context requires otherwise, the following
expressions shall have the following meanings:

‘American Appraisal”

[EEsF(E]

‘Board”

=3

BYI”
[REBRLES]

”

“close associate(s)
[BEZBEA

“Company” or “Viva China”

[ARRAR]] e 3R B

”

“connected transaction(s)
[EER 5 ]

“Directors”

(2%

“Double Happiness”
[T =]

“Double Happiness Group”
[T =E£HE

“Dragon City”
[ Dragon City

“School Basketball Leagues”
[ [ & TR Bt 2

‘GEM

[ B

“GEM Listing Rules”
[ B 2R _E AR Al

FEAEHA B XEDEHEAEN T5IH
BABET XA 2 EH

American Appraisal China Limited, an independent professional qualified valuer

EEFERRAR  BUEEXESERMEER

the board of Directors

EE

the British Virgin Islands
EBRELES

has the meaning ascribed thereto under the GEM Listing Rules

BEBRIZER LR THOERRE

Viva China Holdings Limited, a company incorporated in the Cayman Islands with limited
liability, the issued Shares of which are listed on the GEM (stock code: 8032)
ENFEZERERAR] RASHETMKIZERAGR  HEETR®
REIZER 7 (AR5 R 5% - 8032)

has the meaning ascribed to it in the GEM Listing Rules

BERRIERR EmRAME T EE

the directors of the Company
RRBES

Shanghai Double Happiness Co., Ltd
EBIEERNAERRAR

Shanghai Double Happiness Co., Ltd and its subsidiaries
LB EERNERARREMB AR

Dragon City Management (PTC) Limited, a company incorporated in BVI
Dragon City Management (PTC) Limited * R E B IR X B E MK 2 2 A

Chinese University Basketball Association (CUBA), Chinese High School Basketball League
(CHBL) and Chinese Junior School Basketball League (CJBL)

H B X 22 A 5 TR ES R (CUBA) ~ AR B = R BE BRES B (CHBL) R R B W) P &5 TR B B
(CJBL)

the Growth Enterprise Market of the Stock Exchange
Bt 22 P B ZE MR

the Rules Governing the Listing of Securities on the GEM

BIERE S AR

VIVA CHINA HOLDINGS LIMITED FENPERZRRBR AT



“Group”
[R&EE

‘HKS$"
[l

"HKICPA"
[BAEAE

“Hong Kong"
(&8 ]

"HKFRSs'
(BB RS 2R

“Lead Ahead”
[Lead Ahead |

“Li Ning Co”

[Ea2NCIN

2013 Li Ning Open Offer”

[—E—=FFBERREE]

“Li Ning Open Offer”
[(FENREE]
‘LN Group”
[FEEE]

‘LN Offer Securities”

[FEHEES]

“LN Share(s)"
[F=ERMD]

GLOSSARY
50 &

the Company and its subsidiaries
RARIREWE AR

Hong Kong dollars, the lawful currency of the Hong Kong

BT BERBATER

The Hong Kong Institute of Certified Public Accountants
- VN-

the Hong Kong Special Administrative Region of the PRC
PEFEBERRITTRER

Hong Kong Financial Reporting Standards which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and Interpretations

BEVBHREED (BEMEEBMBREER BB ENNEE)

Lead Ahead Limited, a company incorporated in the BVI

Lead Ahead Limited * A 8B iR X B S xS 2 A &)

Li Ning Company Limited, a company incorporated in the Cayman Islands with limited liability,
the issued LN Shares of which are listed on the Main Board of the Stock Exchange (stock
code: 2331)

FEERAF RASESIMAZZER AR B2 EHTFERM X5
RETER B (B AR - 2331)

the open offer of convertible securities by Li Ning Co in the principal amount of HK$3.50 for
every two existing LN Shares by the qualifying shareholders of Li Ning Co
NFEBERAGERRREREMRREEZTERNERE —HASEIL0E T
ZABBRBF 2 EEET T ERRAIBRREFLFLAAES

the open offer of LN Offer Securities for subscription, on the basis of 5 LN Offer Securities for
every 12 existing LN Shares held by the qualifying shareholders of Li Ning Co
ANABREFTEZEEFUHRE EERFTENRSGERRRESRFI2R
REFEROEEMNFEEZERH

Li Ning Co and its subsidiaries
FENAREAMERF

the new LN Shares, credited as fully paid, to be offered to the qualifying shareholders of Li
Ning Co and/or the LN Convertible Securities to be offered to the qualifying shareholders of Li
Ning Co under the Li Ning Open Offer in lieu of all or part of their entitlement to such new LN
Shares, or a combination of both, at the election of the qualifying shareholders of Li Ning Co
under the 2015 Li Ning Open Offer
BEFEANFAEEHEETETERGEBRREARIMERZNNFTE
BOR,/ IEEETFTEERRNZEEBRRNTEBRRES  UWIRFE
NAIZEEBREMNEENREBESESR T —AFFE RAEEBRTAE
BTN EHA DT EERMDEFANFRERET R

the share(s) of HK$0.10 each in the share capital of Li Ning Co
FEQNARAFEREEI0E T2 KK
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“LN Convertible Securities”

[ZFEABRES]

‘PRC”

[ E]
“RMB’
[AR®]

'SFO”
[& 75 K HIE %R0

“Share(s)”
[ A& 17 ]

“Shareholder(s)”
[ e

“State Council”

B 75 e |

“Stock Exchange”
[ B 22 P

“Subscription Price”

[REEE]
“VCHL"

[VCHL |

“VCHL Underwriting Agreement”

[VCHLE 85 173 7%
“Victory Mind Assets”
['Victory Mind Assets |

oy
[%

the convertible securities offered by Li Ning Co to the qualifying shareholders of Li Ning Co,
in lieu of all or part of LN Shares at the election of each qualifying shareholder of Li Ning Co,
in the Li Ning Open Offer and are convertible into LN Shares at the initial conversion price of
HK$2.60 per LN Shares (subject to adjustment)
FERNAMAZERAAEGEBRREEZARRIES  UEFERFEE?
BRRAEZENRFTEAREEFNDBRBL T RN @ & F AT REKFE
FARYPERETRTERMD260B T (A FHAE)EBRATERD

the People’s Republic of China which, for the purpose of this annual report, excludes Hong
Kong, the Macau Special Administrative Region of the People’s Republic of China and Taiwan
REAREME  iAEHRM s TEEES P EARLMERF R
THERRE

Renminbi, the lawful currency of the PRC

ARE HEREEH

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
BEBEDIEE R 75 M EIE R

ordinary shares of nominal value of HK$0.05 each in the share capital of the Company
RNR A IR AR EME0.0578 7T 2 & i AR

holder(s) of Share(s)
EHESTSIN

State Council of the People’s Republic of China
HREE AR AN B S B

The Stock Exchange of Hong Kong Limited
EEBMARIMARAR

the subscription price of HK$2.60 per LN Offer Securities
BHFEERETFNREE200ET

Viva China Holdings Ltd, a company incorporated in BVI and a wholly-owned subsidiary of the
Company

Viva China Holdings Ltd " R EBE X BHSTMK L AR W RAXRAIZEE
BB A A

the underwriting agreement entered into between VCHL and Li Ning Co on 16 December
2014 in relation to the Li Ning Open Offer
VCHEFERN AR FEARABER S —NFE+ AT RBEI L2 BHE W

¥
=23

Victory Mind Assets Limited, a company incorporated in BVI
Victory Mind Assets Limited » PR 2 B g L BE B E X 32 2 A A

per cent.
ERadsd

VIVA CHINA HOLDINGS LIMITED 3EN P EIIZRR BR8]



Room 3602-06, 36th Floor, China Merchants Tower

VIivA ECHINA Shun Tak Centre, 200 Connaught Road Central, Hong Kong
VIVA CHINA HOLDINGS LIMITED BB THBP 2005 == O HE B AE361£3602-06F

3"5 ﬂ.r ':F' }ET'E Hﬁ ﬁ EE /A\ ﬁ.l http://www.vivachina.hk
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