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Chairman’s statement
FEHRESE

On behalf of the board (the “Board”) of directors (the
“Directors”) of Brilliant Circle Holdings International Limited (the
“Company”) and its subsidiaries (together the “Group”), |
present the annual results for the year ended 31 December
2016.

BUSINESS REVIEW

For the year ended 31 December 2016, the Company
achieved revenue of approximately HK$1,407.2 million with
profit attributable to owners amounting to approximately
HK$285.8 million and basic earnings per share of
approximately HK18 cents. The Board recommended the
payment of a final dividend for the year under review of
HK$0.153 per share totalling approximately HK$239,886,000.
During 2016, a special dividend of HK$0.153 per share has
been declared to be payable to the shareholders whose
names appear on the Company’s register of members at the
close of business on 1 March 2016.

China’s gross domestic products growth in the fourth quarter
of 2016 was bottoming out from the first three quarters to
6.8% while the full year growth recorded 6.7%, slowest in 26
years. The Company’s business rebounded in the second half
of 2016 and business even recorded historic high in the fourth
quarter. While challenges to China cigarette package printing
business was still in play, the Company has stepped out into
a new path in preparation of future growth.

Printing of Cigarette Package

The cigarette package printing segment, which is the core
business of the Group, showed a decrease in revenue due to
the decline in average selling price, but was partly offset by a
mild increase in sales volume.
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Chairman’s statement

EFREEE

During the year, the cigarette packages printing industry was
being affected by the decrease in overall cigarette sales in the
People’s Republic of China (“PRC”) as a result of the slow
down of PRC economy. The effect of over-accumulation of
cigarette inventories by customers as of the end of 2015 had
however stabilised in the second half of 2016. Thanks to
strenuous marketing effort, our business volume managed to
end up with a mild growth for the full year of 2016. However,
the price pressure under intensifying tendering system kept
posing challenge to our profit margin across various product
tiers. In response to such challenge, the Group has achieved a
spectacular expansion in the top tier product. Besides, the
Group has been actively seeking to diversify and broaden
income source in procuring orders from overseas cigarette
manufacturers and related packaging markets. Intensive cost
saving measures across production cost and overheads
served to substantially moderate the unfavorable effect of price
pressure reigning in the industry.

Manufacturing of Laminated Papers
The 12.8% decrease in segment profit of laminated paper was
consistent with decrease in the revenue from this segment.
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Chairman’s statement
FEHRESE

PROSPECTS

The packaging printing industry being one of the traditional
industries is pushed to evolve (i) from low-end packaging to
high-end packaging; (i) from traditional packaging to smart
packaging; (iii) from standardized packaging to custom-made
packaging; (iv) from non-environmental friendly packaging to
environmental friendly packaging; and (v) from scaled
production to flexible production. Acknowledging such, on the
well-established foundation, the Group strives to equip itself by
the following ways to cultivate and explore business
opportunities:

To provide all-in-one and value adding service

Regional China National Tobacco Corporations (“CNTC”),
being major customers of the Group, are affected by
counterfeit products, price controlling measures and tobacco
market reform. The Group is then actively expanding research
and development on full chain value-adding and customized
services from products design development, brand building to
marketing. Apart from the exquisite, innovative and customized
packaging that aids CNTC to gear towards top tier or higher
margin segments, unique QR Code (one of 2D barcodes) on
each cigarette pack, “One Pack, One Code” is introduced for
product identification combating counterfeit products.
Simultaneously, the Group will strive to incorporate 10T eco-
system into traditional industries which would help CNTC to
analyze their customers using big data in order to enhance the
effectiveness of their marketing campaign. IOT eco-system not
only improves the accuracy of strategic strategy, it also
increases customer stickiness resulting in win-win situation for
all of our customers and shareholders of the Group.
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Chairman’s statement
FEHRESE

To embrace “Made in China 2025” strategy

With accredited national tobacco packaging research and
development qualification, the Group will put more emphasis
on implementation of the “Made in China 2025” plan,
promoting products in cutting-edge technology through the
application of big data, cloud computing and internet of things
in traditional industries, and smart packaging in particular.

Furthermore, the Group will push forward integration of the
internet and manufacturing as the priority of “Made in China
20257, an effort to improve competitiveness in traditional
packaging industries.

To diversify to overseas and non-cigarette packaging
markets

The Group is seeking to widen its revenue stream by extending
to overseas cigarette packaging market as well as non-
cigarette packaging markets by adopting above strategies to
strengthen its competitiveness and advancing itself as a
solution provider for high-end packaging and/or smart
packaging and/or environmentally friendly packaging for the
new packaging printing industry.
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Chairman’s statement
FEHRESE

Synergetic co-operations and developments

Having a well established foundation and understanding of the
challenges and obstacles ahead, the Group will strive to
explore opportunities for strategic and synergetic collaboration,
including but not limited to mergers and acquisitions, formation
of joint ventures and/or strategic diversification and/or other
corporate actions in the future should they be in the interest of
the Company and its shareholders as a whole to achieve win-
win result and to be geared with growth drivers.

It is the Group’s corporate mission to continue to explore ways
to improve its financial performance, to equip the Group with
growth momentum, to diversify its operations internationally
into new and more profitable businesses and to broaden the
sources of revenue within acceptable risk level. Hence, the
Company does not rule out the possibility of investing in or
diversifying into other profitable business as long as it is in the
interest of the Company and its shareholders as a whole. Also,
as part of its routine exercise, the Company reviews the
performance of its existing investment portfolio and evaluates
the investment potentials of other investment opportunities
available to the Company from time to time. Subject to the
results of such reviews, the Company may make suitable
investment decisions according to the circumstances and
information available which may involve the changes of the
asset allocation of its investment portfolio and/or expanding its
investment with a view of realising and/or optimising the
expected return and minimising the risks. Meanwhile, the
Company does not preclude the possibility that the Company
may implement debt and/or equity fund raising plan(s) to
satisfy the financing needs arising out of any business
development of the Group as well as to improve its financial
position in the event that suitable fund raising opportunities
arise.
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Chairman’s statement
FEHRESE

APPRECIATION ESE )

On behalf of the Group, | would also like to take this ARATZEGKERRAEFREES - HE
opportunity to express my gratitude to our customers, BEERENEHRZE B ANEERS
suppliers and shareholders for their continuing support, my — TEYZEVGH N F 8 TIE TR REE -

fellow directors for their guidance as well as our staff for their

dedication and hard work.

Cai Xiao Ming, David 241
Chairman E3
24 March 2017 —E—+F=F=+WNH
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Management discussion and analysis

EEENmR DN

REVENUE

During the year, the revenue of the Group was approximately
HK$1,407.2 million (2015: HK$1,495.0 million), which
represents a decrease of approximately HK$87.8 million or
5.9% as compared with 2015. The revenues of our two
business segments, namely printing of cigarette package and
manufacturing of laminated papers decreased by 5.6% to
HK$1,365.8 million and decreased by 14.7% to HK$41.4
million respectively.

The decrease in revenue mainly resulted from the drop in
average selling price across various products tiers as a
consequence of mandatory tendering system in China tobacco
industry. The decline in turnover was also partially associated
with the devaluation of Renminbi against Hong Kong dollars.
Despite price pressures, the sales volumes of cigarette
package printing segment increased from approximately 1.9
million cases in 2015 to 2.1 million cases in 2016.

GROSS PROFIT

During the year, gross profit of the Group decreased by
approximately HK$52.1 million or 11.3% to HK$409.9 million
as compared with 2015. The gross profit margin has
decreased from 30.9% in 2015 to 29.1% in 2016. It was
mainly due to (i) price pressure of intensifying tendering
system; and (ii) production costs decrease less than
proportionately than selling price. In 2016, as a new path to
cost savings, the Group has spent tremendous effort in
enhancing internal complementation by unifying resources and
promoting its sharing among its production facilities in various
provinces of China with different local bottlenecks in terms of
marketing, procurement, production and human resources.
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Management discussion and analysis

EEENWROMN

OTHER INCOME

Other income decreased by HK$2.7 million as compared with
2015. Although there were substantial increases in government
grant of HK$9.5 million, the effect was offset by the decreases
in interest income, rental income and sundry income of
HK$6.6 million, HK$0.9 million and HK$4.7 million
respectively.

OTHER GAINS AND LOSSES

Other gains and losses represent net foreign exchange losses
and gain on disposal of property, plant and equipment. The
loss in 2015 was largely attributable to loss on disposal of
obsolete machinery.

SELLING AND DISTRIBUTION EXPENSES

The decrease in selling and distribution expenses by
approximately HK$2.6 million or 5.7% was consistent with the
decrease in sales.

ADMINISTRATIVE EXPENSES AND OTHER
EXPENSES

During the year, administrative and other expenses amounted
to HK$96.2 million in total, representing a decrease of
approximately HK$15.8 million or 14.1% when compared with
2015. The decrease was primarily due to the decrease in
entertainment expenses and legal and professional expenses
mainly associated with mergers and acquisitions by HK$7.6
million and HK$6.4 million respectively.

FINANCE COSTS

Finance costs decreased by 31.6% to approximately HK$25.6
million. It was mainly because the Group has lowered its
overall bank borrowings and conducted refinancing with lower
interest rate.
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Management discussion and analysis

EEENmR DN

SHARE OF PROFITS OF ASSOCIATES

Share of profits of associates decreased by approximately
HK$92.2 million to HK$86.4 million during 2016. It was mainly
because the Group’s major associate, Changde Goldroc
Rotogravure Printing Co., Limited, has experienced
unprecedented adversity from: (i) the decrease in volume of
high-tier cigarette packaging demanded by its major
customers and (i) the changes in tobacco package design
relating to the health warning labels and (iii) the price pressure
prevailing in the whole cigarette packaging industry. Though
the issue of health warning labels has been resolved and the
associate’s market share had resumed stable after completion
of new round of tendering in Hunan at the end of 2016, the
associate’s business is expected to remain challenging in the
near future.

TAXATION

The effective tax rate of the Group increased from 16.7% to
19.5% in 2016. It was primarily due to increase in relative
proportion of expenses not deductible for tax purpose.

PROFIT FOR THE YEAR ATTRIBUTABLE TO
OWNERS OF THE COMPANY

Profit attributable to the owners of the Company decreased by
26.0% or by HK$101.0 million to HK$285.8 million, mainly
because of the decrease from the share of profits of associates
of HK$92.2 million as described above.

SEGMENT INFORMATION

During the year, the revenue from the printing of cigarette
packages, and manufacturing of laminated papers were
approximately HK$1,365.8 million (2015: HK$1,446.4 million)
and HK$41.4 million (2015: HK$48.5 million) respectively. The
earnings from the printing of cigarette packages and
manufacturing of laminated papers were decreased by 10.7%
to approximately HK$400.9 million (2015: HK$448.8 million)
and 12.8% to approximately HK$10.9 million (2015: HK$12.5
million) respectively. Earnings from the printing of cigarette
packages accounted for approximately 97.4% of the total
segment earnings before unallocated items.

DAEHEE A RE R
ZE-RNENOMBE QRS MR DL
92,200,000 JT % 86,400,000 7. * £ &
MR AEBE R EZHE QR ﬁﬁ%%mﬁﬁ
RAGEHAAMAREHEE 81 ()
EPHRRBERRT IR ki)jkEE
ERE FEBARRESIZHRORE - Kii)
BEFEBETEL@MEEREN - BER
REEREMESIRARZEE ARAH
BHER T —ANFRETH BT —RRE
% E118 - TEERRZE L N R EBETAB KN
SRFTmPkEL -

Bi1E
REBNEBRREH16.7%IEE T —RF

#19.5% » T2 RE R NI HHAS AL E
A0 o

RARFERANEAEFERF

NRaEHEAB AEMLEF R 2 26.0%%
101,000,000% JT & 285,800,000/ T © *
EHRERSEEE DB GRS
92,200,000 JLATER °

TEEFR

FR - REHRIEERERBEEA KK
=9 B4 A1,365,800,0008 L (—E—F
%+ 1,446,400,000 % 7T) & 41,400,000 % 7T
(ZZ—F 4 :48,500,000/87T) ° 2K & EHIFI
BEEAREEREEEHEDNET S AR D
10.7% Z #] 400,900,000 T (Z T — R4 :
448,800,000 7T ) K B D12.8%E 4
10,900,000/ 7T ( =& — A F : 12,500,000
BIL) o REHRBBERENBIEREKSD
BRIE B AT 9 SE T BEBL 97.4% ©

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016



Management discussion and analysis

EEEmE DN

FINANCIAL POSITION AND LIQUIDITY

The Group generally finances its operations with internally
generated resources and banking facilities. As at 31 December
2016, the Group had net current assets of HK$396.5 million
(2015: HK$271.8 million), while the Group’s cash and cash
equivalents amounted to HK$199.7 million (2015: HK$299.8
million). As at 31 December 2016, the short-term interest-
bearing bank borrowings of the Group amounted to HK$419.6
million (2015: HK$536.0 million). Carrying amounts of trade
receivables, property, plant and equipment, prepaid lease
payments, investment properties and bank deposits pledged
for securing credit facilities amounted to approximately
HK$574.6 million (2015: HK$483.5 million), HK$80.8 million
(2015: HK$113.9 million), HK$NIl (2015: HK$4.8 million),
HK$121.3 million (2015: 123.8 million) and HK$6.7 million
(2015: HK$2.2 million) respectively. As at 31 December 2016,
the Group’s gearing ratio, represented by the amount of
interest-bearing borrowings divided by shareholders equity,
was reduced to 23.6% (as at 31 December 2015: 27.3%). As
at 31 December 2016, the Group had capital commitments for
purchase of property, plant and equipment amounted to
HK$7.9 million (2015: HK$40.2 million).

CONTINGENT LIABILITIES AND GUARANTEES
The Group did not provide any guarantees to third party and
had no material contingent liabilities as at 31 December 2016.

MATERIAL ACQUISITION AND DISPOSAL

There is no material acquisition or disposal of subsidiaries or
associated companies by the Group during the year ended 31
December 2016.

TREASURY POLICIES

The Group adopted a prudent strategy towards the treasury
and funding policies, with strong emphasis on risk control and
transactions directly related to the Group’s principal business.
Funds, primarily denominated in Renminbi and Hong Kong
dollars, are normally placed with banks in short or medium
term deposits for working capital of the Group.
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Management discussion and analysis

EEENmR DN

CAPITAL STRUCTURE

The Group’s operation was mainly financed by funds
generated from its operations and borrowings. As at 31
December 2016, the borrowings were mainly denominated in
Hong Kong dollars and Renminbi, while the cash and cash
equivalents held by the Group were mainly denominated in
Hong Kong dollars and Renminbi. The Group’s turnover is
denominated in Renminbi, while its costs and expenses are
mainly denominated in Hong Kong dollars and Renminbi. In
view of the prevailing macro-economic environment and the
volatile foreign exchange market, the Group is exposed to the
foreign exchange rate risk. An exchange loss was arisen due
to the translation of functional currency of Renminbi to
presentation currency of Hong Kong dollar during the reporting
period when Renminbi depreciated against Hong Kong dollar.
However, such translation is a non-cash item in nature and
has no practical effect to our daily operation as majority of our
revenue and cost are all denominated in Renminbi. Therefore,
the Group did not enter into any foreign currency hedging
arrangements. The Group will closely monitor the volatility of
foreign exchange rate and apply the appropriate hedging
strategy when appropriate.

CHARGES ON THE GROUP’S ASSETS

As at 31 December 2016, assets with carrying amounts of
approximately HK$783.4 million (31 December 2015:
HK$728.2 million) were pledged to banks in respect of banking
facilities granted to Group.

HUMAN RESOURCES

As at 31 December 2016, the Group had 6 (2015: 11) and
1,072 (2015: 1,130) full-time staff based in Hong Kong and the
PRC respectively. The Group’s remuneration packages are
generally structured with reference to market terms and
individual merits. The Group operates a defined contribution
retirement benefits 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’ base salaries. The Group also made contributions
to provident funds, elderly insurance, medical insurance,
unemployment insurance and work-related injury insurance in
accordance with applicable laws and regulations in the PRC.
The Group has adopted a share option scheme as a reward to
eligible high-caliber employees and to attract similar high
quality personnel that are valuable to the Group.
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Profile of directors and senior management

ESkEREEERE

BOARD OF DIRECTORS

Executive Directors

Mr. CAI Xiao Ming, David (%:/287), aged 39, was appointed
as an Executive Director on 18 December 2008. He was re-
designated as the Chairman of the Board with effect from 31
October 2014 and is responsible for the overall management
of the Group. He was appointed as a Chief Executive Officer
during the period from 3 May 2011 to 30 October 2014. Mr.
David Cai is currently a director of most subsidiaries of the
Company. Mr. David Cai has more than 11 years of experience
in the packaging and printing industry gained from the
management of the Group’s business. Mr. David Cai joined
the Group in January 2001.

Mr. QIN Song (8k #1), aged 44, is currently an Executive
Director, the Chief Executive Officer and a member of the
Nomination Committee of the Company. He was appointed as
the Vice Chairman of the Group with effect from 3 December
2015. Mr. Qin joined the Group in May 2002, and worked,
among other positions, as the Office Administrator of the
Group and General Manager of various subsidiaries of the
Company. Since September 2005, Mr. Qin serves as the
Deputy Director of the market commmittee of the Company and
since February 2006, a Vice President of the Company. From
May 2010 to October 2011, he also served as the General
Manager of Bengbu Jinhuangshan Rotogravure Printing
Company Limited in addition to his then existing duties. Mr.
Qin holds a Bachelor’s degree in Economics and Management
Administration.
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Profile of directors and senior management

ESkEREEERE

Mr. PENG Guoyi (¥ Bl Z), aged 53, was appointed as an
Executive Director on 22 July 2015. Mr. Peng has been
serving the Group as the Vice President of the Group and the
General Manager of Shenzhen Kecai Printing Co., Limited* (%
Y B F ED B A R A al), one of the subsidiaries of the
Company since he joined the Group in December 2013. Mr.
Peng graduated from Hunan University, specializing in internal
combustion engines, and with status of the national senior
engineer and the member of expert guidance committee.
Before Mr. Peng joined the Group, he worked as a general
manager in Kunming Color Printing Company* ( & 88 % EIEl il
7~ |]) from 2007 to 2008. He also worked as a general
manager in Jinjia New Style Packing Material Limited
Company* (55 3= ¥7 7 8 2 #1 ¥ B IR A 7]) during the period
from 2008 to 2013. He has more than ten years of
management experience in the printing and packaging
companies.

Non-Executive Director

Ms. LI Li (Z2), aged 45, was appointed as an non-executive
Director on 22 July 2015 Ms. Li is currently a Chairman of the
board of directors of Masterwork Machinery Co., Ltd. (K#E&K
L5 EN RN &% 18 B 1) B TR A &) (“Masterwork” together with its
subsidiaries, the “Master Group”), a company whose issued
shares are listed on the Shenzhen Stock Exchange (Stock
code: 300195). She is also a director of certain subsidiaries of
the Masterwork Group and Tianjin Ming Xuan Investment
Limited Company* (R)Z& 1% & BR A A). Ms. Li is qualified
as a senior economist in the People’s Republic of China. She
has extensive management experience in the printing and
packaging companies.

ZEEBERE 83m  R_FT—AFLA
“HREZEARAWITEF -2RAEB T
—ZF T AMBARKBEAK - —HEER
SERITFELEARFMEB AR —RYITR
FHIB AR A RIWARERE - ZRERENH
MAABAMKERX  REXRSRIEZMEE
FKIEEREEKE - MAXKER > Zh4E
R-ZZALFE_TT)\FREEEHFE
R AR 4aae - RZETNEFE_T—=
FHRE - RTEEDRFEEBEMBEBERA
AR - WREIRI R BEARHEE B TF
B -

EHITES

FTHRLL 45 RZE—AFELA=-+=
HEZEAFNITES - FTHRLTHAKRER
LORREROERAR(RE]  ERE
MBARGHE RESENESSERE -
ZARMEBITIRARFINESR S LT
(B R5% : 300195) - EIMARKEEE
THBRARRRELHEEARAFNE
FoFut ABPEARLNESRLEM
BIg - FRERIRBEARHEEEEEL

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016



Profile of directors and senior management
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Independent Non-Executive Directors

Mr. LAM Ying Hung, Andy (#f 2 %), aged 53, was
appointed as an Independent Non-Executive Director on 4
March 2009. Mr. Lam is the chairman of the Remuneration
Committee and a member of the Audit Committee and the
Nomination Committee of the Company. Mr. Lam has over 25
years of experience in accounting, banking and finance
sectors. Mr. Lam is the Managing Consultant of Lontreprise
Consulting Limited. Mr. Lam is an associate member of various
professional organisations, namely The Institute of Chartered
Secretaries and Administrators, The Hong Kong Institute of
Company Secretaries and The Hong Kong Institute of
Bankers. Mr. Lam is also a fellow member of the Association
of Chartered Certified Accountants and a Certified Public
Accountant of Hong Kong Institute of Certified Public
Accountants (“HKICPA”). Mr. Lam is currently an Independent
Non-Executive Director of Xingfa Aluminium Holdings Limited
and Synertone Communication Corporation, both are
companies listed on the Main Board of the Stock Exchange.
Mr. Lam received his Master of Professional Accounting and
Master of Science in E-commerce for Executives both from
The Hong Kong Polytechnic University.

Mr. LUI Tin Nang (= X #¢), aged 59, was appointed as an
Independent Non-Executive Director on 4 March 2009. Mr. Lui
is the chairman of the Audit Committee and a member of the
Remuneration Committee and the Nomination Committee of
the Company. Mr. Lui has a Bachelor degree in Science from
the University of Leeds, a Master Degree in Business
Administration from the University of Bradford in United
Kingdom and a Postgraduate Diploma in insolvency from
HKICPA. He is a fellow member of the HKICPA (Practicing),
the Institute of Chartered Accountants in England & Wales, the
Taxation Institute of Hong Kong, and The Society of Chinese
Accountants and Auditors. He is also a member of the
Chartered Institute of Management Accountant, Institute of
Certified Public Accountants in Australia and the Certified Tax
Adviser. He has years of experience in accounting, auditing,
taxation, corporate finance and business advisory. Mr. Lui is
also an Independent Non-Executive Director of China Bio-Med
Regeneration Technology Ltd and Noble House (China)
Holdings Limited, both are companies listed on the GEM of
the Stock Exchange.
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Profile of directors and senior management
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Mr. SIU Man Ho, Simon (7 3 %), aged 43, is a practising
solicitor of the High Court of Hong Kong. He obtained a
Bachelor of Laws degree from the University of Hong Kong in
1996 and is a partner of a law firm, namely Sit, Fung, Kwong &
Shum. Mr. Siu is also a China Appointed Attesting Officer
appointed by the Ministry of Justice of the PRC. His areas of
practice include corporate finance, capital markets, securities,
mergers and acquisitions, joint ventures and general
commercial matters. Mr. Siu is also an independent non-
executive director of Wai Yuen Tong Medicine Holdings
Limited (stock code 897) and Weiye Holdings Limited (stock
code 1570), which are companies listed on the Main Board of
the Stock Exchange. He also actively participates in charitable
and social services in Hong Kong. He was previously
appointed as the director of Hong Kong Pok Oi Hospital. He is
currently acting as the legal adviser for United Hearts Youth
Foundation, VQ Foundation and Hong Kong Taekwondo
Association as well as the school manger of The Association
of Directors and Former Director of Pok Oi Hospital Ltd. Leung
Sing Tak College. He is also the member of the Committee of
the Chinese People’s Political Consultative Conference in
Yangjiang City of Guangdong Province, the PRC. Mr. Siu is the
chairman of the Nomination Committee and a member of the
Audit Committee and the Remuneration Committee of the
Company.

SENIOR MANAGEMENT

Mr. HUANG Wanru, (& £ 1), aged 49, was appointed the
vice president of the Group since October 2011. With long
working experience in finance field, Mr. Huang is responsible
for the Group’s financial and management information system.
Mr. Huang joined the Group in May 1998, has been serving in
the Group’s various subsidiary companies and in various roles
such as cost accounting, finance manager, finance controller.
Since March 2008, Mr. Huang was appointed as the financial
controller of the Group. Mr. Huang is currently studying EMBA

at Xiamen University.

Mr. JIANG Xiang Yu (3 #& #i), aged 61, is the General
Manager of BB Jinhuangshan. He joined the Group in 1999
and has over 15 years of experience in the cigarette package
industry.
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Mr. YAN Feng (& &), aged 59, is the Vice President of the
Group since March 2016 responsible for the Group
infrastructure advancement, equipment management and
investment, policy research and technology management. Mr.
Yan joined the Group in 2000 and has more than 20 years of
experience in the cigarette package industry and he also has
experience in printing of books services. Between May 2000
to April 2001, he served as the design director and marketing
manager in the headquarter of the Group. Between November
2003 to November 2006, he served as Deputy General
Manager of Xiangfan Jinfeihuan Colour Packing Company
Limited (“Xiangfan Jinfeihuan”). Between April 2009 to May
2010, he served as the General Manager of the Group
responsible for the printing of paper products. Between
November 2010 to December 2012, he served as the Deputy
General Manager of CD Goldroc. Between May 2013 to March
2016, he served as General Manager of Xiangfan Jinfeihuan.

Mr. CHUNG Tat Hung (& i J§), aged 49, is the Chief
Financial Officer and Company Secretary of the Group. Mr.
Chung had worked in various companies as finance manager
and accounting manager, and was previously an accountant
of an international accounting firm. Mr. Chung joined the
Group in October 2003 until February 2013 and served as the
Finance Manager of the Group. He rejoined the Group in
March 2014. Mr. Chung is a fellow member of HKICPA and a
certified practicing accountant of Australian Society of Certified
Practising Accountants. Mr. Chung received his Master of
Business Administration jointly offered by the University of
Sydney and the University of New South Wales in Australia in
2002 and Bachelor of Commerce from the Australian National
University in 1991.
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Report of the directors
EEERESE

The Directors are pleased to submit their report together with
the audited financial statements of the Group for the year
ended 31 December 2016.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the principal subsidiaries of the
Company are set out in note 43 to the consolidated financial
statements.

BUSINESS REVIEW

A fair review of the business of the Group for the year ended
31 December 2016 and the future development of the Group’s
business is set out in the section headed “Chairman’s
Statement” on pages 4 to 9 of this annual report. Financial and
business performance analysis is disclosed in the section
headed “Management Discussion and Analysis” on pages 10
to 14 and note 6 to the consolidated financial statements. The
principal risks and uncertainties affecting the Group’s results
and business can be found in notes 4, 36 to 37 to the
consolidated financial statements.

The PRC cigarette industry is closely monitored and controlled
by the PRC government and our customers are concentrated
on a limited number of state-owned cigarette manufacturers.
The Group’s success depends on the support from key
stakeholders which comprise shareholders, regulators,
customers, employees, local communities and business
partners etc. and we have maintained good and strong
business relationship with our customers through joint venture
and other co-operations. During the year ended 31 December,
2016 and up to the date of this annual report, we have
complied with all the relevant rules, laws and regulations in the
PRC that have a significant impact on the Group. Further
details about the environmental and social responsibility will be
published in separate report to be uploaded on the websites
of the Company and the Hong Kong Stock Exchange.
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Report of the directors
EEEREE

RESULTS AND DIVIDEND

The results of the Group are set out in the consolidated
statement of profit or loss and other comprehensive income
on pages 57 to 58. A special dividend of HK$0.153 per
ordinary share of the Company amounting to approximately
HK$239.9 million has been declared on 12 February 2016 and
was paid in March 2016 (2015: NIL). The Board has resolved
to recommend the payment of a final dividend of HK$0.153
per share for the year ended 31 December 2016 (2015: NIL) to
those shareholders whose names appear on the register of
member on 12 June 2017.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the
forthcoming annual general meeting of the Company (the
“2017 AGM”), the register of members of the Company will be
closed from 26 May 2017 to 2 June 2017 (both days inclusive),
during which period no transfer of shares of the Company will
be registered. In order to be eligible to attend and vote at the
2017 AGM, all transfer of shares of the Company
accompanied by the relevant share certificate(s) and
appropriate transfer form(s) must be lodged with the
Company’s branch share registrar in Hong Kong, Tricor
Investor Services Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than
4:30 p.m. on 25 May 2017.

For determining the entitlement to receive the proposed final
dividend, the register of members of the Company will be
closed from 9 June 2017 to 12 June 2017 (both days
inclusive), during which period no transfer of shares of the
Company will be registered. In order to be eligible to receive
the proposed final dividend, all transfer of shares of the
Company accompanied by the relevant share certificates and
appropriate transfer forms must be lodged with the
Company’s branch share registrar in Hong Kong, Tricor
Investor Services Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than
4:30 p.m. on 8 June 2017.
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Report of the directors
EEERESE

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales to the Group’s five largest
customers accounted for approximately 54.7% of the Group’s
turnover and sales to the Group’s largest customer was
approximately 28.9% of the Group’s total revenue. During the
year, the aggregate purchases attributable to the Group’s five
largest suppliers accounted for approximately 58.9% of the
Group’s total purchases, and the purchases attributable to the
Group’s largest supplier was approximately 31.1% of the
Group’s total purchases.

None of the Directors, their close associates (within the
meaning of the Listing Rules) or any shareholders (which to the
knowledge of the Directors own more than 5% of the
Company’s issued share capital) had interests in the Group’s
five largest customers or suppliers.

PROPERTY, PLANT AND EQUIPMENT

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

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

RESERVES

At 31 December 2016, the Company’s reserves available for
distribution amounted to approximately HK$2.8 billion. Under
the Companies Law of the Cayman Islands, the share premium
of the Company is distributable to the shareholders of the
Company provided that immediately following the date on
which the distribution or dividend is proposed to be distributed,
the Company shall be able to pay its debts as they fall due in
the ordinary course of business. Details of the movements in
reserves of the Group and the Company are set out in the
consolidated statement of changes in equity.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Articles of Association or the laws of the Cayman
Islands.
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Report of the directors
EEEREE

TAX RELIEF

The Company is not aware of any relief from taxation available
to shareholders by reason of their holding of the Company’s
shares.

FINANCIAL SUMMARY

A summary of the consolidated results of the Group for the last
five financial years and of its consolidated assets and liabilities
as at the end of the last five financial years is set out on pages
171to 172.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

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

SHARE OPTION SCHEME

On 4 March 2009, the shareholders of the Company had
approved and adopted a share option scheme (the “Share
Option Scheme”). Key terms of the Share Option Scheme are
summarized below:

()  The purpose of the Share Option Scheme is to provide
incentive or reward to eligible persons for their
contribution to the Group and/or to enable the Group to
recruit and retain high-calibre employees and attract
human resources that are valuable to the Group or any
entity in which the Group holds any equity interest.

(i)  Qualifying participants of the Share Option Scheme
include any employee, executive and Non-Executive
Directors, customer or supplier of goods or services to
any member of the Group, consultant, adviser, manager,
officer or entity that provide research, development or
other technological support to the Group or its
member(s).

(i)~ The total number of shares in respect of which options
may be granted under the Share Option Scheme is
40,000,000 shares, being 10% of the total number of
shares in issue as at 30 March 2009, being the date of
listing of the shares of the Company on the Stock
Exchange as adjusted by the share subdivision effective
on 11 June 2013, or about 2.55% of the total number of
shares in issue as at 31 December 2016.

B W R
AR BB BREFE AR BRI
R AT B -

BRBME
AEERBTREAMBRFENGEEERE
RBFRAESREEFRNGEEERAR
HNEAT1IE1728 »

BE HLEIEEARATHNLHE
ol
AARREAANBARRBE T —<F
ToASH-ALEFERRERE - RER
FEEIAD R ER L ES -

Bt E
REZTAF=AMA - AR AREHEL
R B AR B ([ FRALHERT B )) - BRRARRT
B EBHEHBULT :

) BEREFINENAZBAREAE
BATHASEMRELOER R 3
REXASERELAEERES LT
B AEE R EMARERFAEEM
BHENEEAEENANER -

(i) BEREFBNSERZ2EEBIRER
BE BITEERTES  AKET
I B R B e ] 2 P 2 7 an 2k AR 7%
HER MASEHEKE QERMHE
BT~ B S AL R SR B9 A AT R
Bl AwAL K2 SRBExE

e
ig ©

(i) BIEERETE N TEEOBARER
# K B 17 42 2K /& 40,000,000 A% A% 17 -
HER-ZETAF=A=+HEARQ
AR ETE R) BTN
BHN10% K- F—=FA+—
HERBROD D FAZE  SHEERZ
T-RNE+-_A=Z1+—BHBEETR
1D HRE#) 2.55% °

2016 FEHRE BEEIERERBRAF

23



24

Report of the directors
EEERESE

(iv)

(vii)

(viil)
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The maximum number of shares which may be issued
upon the exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme and
any other share option schemes of the Company, must
not, in aggregate, exceed 30% of the total number of
shares in issue from time to time.

Unless approved by shareholders in general meeting, the
total number of shares issued and to be issued upon
exercise of all options granted to any eligible participant
under the Share Option Scheme in the 12 month period
up to and including such further grant must not exceed
1% of the total number of shares in issue.

The Share Option Scheme shall be valid and effective for
a period of 10 years commencing on the date of adoption
of the Share Option Scheme, after which period no
further option shall be granted.

A non-refundable consideration of HK$1 is payable on
acceptance of the offer of grant of an option. An offer of
grant of an option may be accepted by an eligible person
within the date as specified in the offer letter issued by
the Company, being a date not later than 21 business
days from the date offer is made.

An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period
(which may not expire later than 10 years from the date
of the grant) to be notified by the Board at its sole
discretion. There is no performance target that has to be
achieved before the exercise of any option.

The subscription price must be at least the higher of (1)
the closing price of the Shares as stated in the Stock
Exchange’s daily quotation sheet on the date of grant; (2)
the average of the closing price of the Company’s shares
as stated in the Stock Exchange’s daily quotation sheets
for the five trading days immediately preceding the date
of grant; and (3) the nominal value of a Company’s share.

The Board is entitled at any time within 10 years between
4 March 2009 and 3 March 2019 to offer the grant of an
option to any qualifying participants.

(V)

(vii)

(viil)

(x)

RIBB IR B R AR BHEF AR
P A AT B PR T 5 R 1T (R 80 2 2R P
PR ETREM AT BT RN & EHH
BAEXTHBEATREETRMNEH
#930% °

BRIFERCRNBIRAS LHE - TR
ARNEEE-—FROAH(BEZA)
e 1215 A B REIAR 35 8 A A st &l A ]
BRERSEER TN MBERERTT
B 31T M T RITHRDBRETE
HBEE BTN AN 1% -

BT Sl A R S B I AR 8
BERME BEEF10F - Hig T —
SR B o

REMRHBREROE - ARAR
SA1VETERTIRENRE - KiH
BERENZHAHEERALRAR
A EE R B4 K PTRT B RO B B AT R
A BRI R% B A K 3 A EEE
A2 AZEXAMA T -

BREARBEBRESENGRINE

SERENBHNENHEA (ERA T
SHEBEE AR 10FR)HBEETT
i - REBAETTE R BRERTM X
HERF-

ABELAZL R NI =ZFTNES
EF(NARARORET B BN
FrERmEXRABOBTE: Q&R
AR EZRELBHATRAEARXZ AR
B X P B mER AT ENF
B R @)ARBRMAEE

EFEERN-_ETNF=ANAS
—F— A= A=A 10E MR
AMABREEEETERE -



Report of the directors
EEEREE

Up to the date of this report, no option under the Share Option
Scheme has been granted by the Board.

ARRANGEMENT TO ACQUIRE SHARES OR
DEBENTURES

Other than the Share Option Scheme disclosed above, at no
time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.

SUBSIDIARIES

Details of the Company’s subsidiaries as at the date of this
report are set out in note 43 to the consolidated financial
statements.

RETIREMENT BENEFIT SCHEME

The Group operates provident fund scheme as defined in the
Mandatory Provident Fund Schemes Ordinance, Chapter 485
of the laws of Hong Kong (the “MPF Scheme”). The MPF
Scheme was a defined contribution scheme and the assets of
the MPF Scheme were managed by a trustee.

The MPF Scheme is available to all employees aged 18 to 64
and with at least 60 days of service under the employment of
the Group in Hong Kong. Contributions were made by the
Group at 5% based on the staff’s relevant income. The
maximum relevant income for contribution purpose is
HK$30,000 per month. Staff members were entitled to 100%
of the Group’s contributions together with accrued returns
irrespective of their length of service with the Group, but the
benefits were required by law to be preserved until the
retirement age of 65.

The employees of the Company’s subsidiaries established in
the PRC are members of a central pension scheme operated
by the local municipal government. These subsidiaries are
required to contribute certain percentage of the employees’
basic salaries and wages to the central pension scheme to
fund the retirement benefits. The local municipal government
undertakes to assume the retirement benefits obligations of all
existing and future retired employees of these subsidiaries.
The only obligation of these subsidiaries with respect to the
central pension scheme are to meet the required contributions
under the scheme.
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The Group’s cost for the schemes charged to the consolidated
statement of profit or loss and other comprehensive income
for the year ended 31 December 2016 amounted to
approximately HK$9,442,000 (2015: HK$10,725,000).

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

Executive Directors:

Mr. Cai Xiao Ming, David (Chairman)

Mr. Qin Song (Chief Executive Officer and Vice-Chairman)
Mr. Peng Guoyi

Non-Executive Director:
Ms. Li Li

Independent Non-Executive Directors:
Mr. Lam Ying Hung, Andy

Mr. Lui Tin Nang

Mr. Siu Man Ho, Simon

According to article 84(1) of the Articles of Association of the
Company, one-third of the Directors for the time being shall
retire from office by rotation at the annual general meeting of
the Company but shall then be eligible for re-election.

Details of the Directors subject to rotation and re-election are
contained in the circular despatched together with this annual
report.

In compliance with Rule 3.10(1) of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing
Rules”), the Board currently comprises three Independent
Non-Executive Directors, representing more than one-third of
the Board. Pursuant to paragraph 12B of Appendix 16 of the
Listing Rules, each of the Independent Non-Executive
Directors has confirmed by annual confirmation that he has
complied with the independence criteria set out in Rule 3.13 of
the Listing Rules. The Company considers that all three
Independent Non-Executive Directors are independent under
these independence criteria and are capable to effectively
exercise independent judgement.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of Directors and senior management
are set out on pages 15 to 19.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Peng Guoyi and Ms. Li Li have entered into a
service agreement with the Company for an initial term of three
years commencing from 22 July 2015, and will continue
thereafter until terminated by not less than three months’
notice in writing served by either party. Each of Mr. David Cai
and Mr. Qin Song has entered into a service agreement with
the Company for a term of three years commencing from 30
March 2015 and will continue thereafter until terminated by not
less than three months’ notice in writing served by either party.
Each of Mr. Lam Ying Hung, Andy, Mr. Lui Tin Nang and Mr.
Siu Man Ho, Simon has renewed their appointment for a fixed
term of three years commencing from 30 March 2015.

Save as aforesaid, none of the Directors who are 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.

DIRECTORS’ INTERESTS IN CONTRACTS
Details of the related party transactions entered into during the
year were disclosed in note 42 to the consolidated financial
statements. Save as those disclosed under the paragraph
headed “Continuing Connected Transactions” below, these
related party transactions either did not constitute connected
transactions under the Listing Rules or were exempted
connected transactions under the Listing Rules. Save as the
transactions aforementioned, no contracts of significance in
relation to the Group’s business to which the Company or any
of its subsidiaries was a party and in which a Director or the
controlling shareholder of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year
or at any time during the year, and there were no contract of
significance for the provision of services to the Group by the
controlling shareholder of the Company.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

None of the Directors or any of their respective associates, has
engaged in any business that competes or may compete with
the business of the Group, or has any other conflict of interest
with the Group.

MANAGEMENT CONTRACTS

No contracts 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.

PERMITTED INDEMNITY PROVISION

Subject to the applicable laws, every Director and other
officers of the Company shall be entitled to be indemnified by
the Company from and against all actions, costs, charges,
losses, damages and expenses which they or any of them
may incur in the execution and discharge of his or her duties
or in relation thereto pursuant to the Company’s Articles of
Association. Such provisions were in force during the course
of the financial year ended 31 December 2016 and remained
in force as of the date of this report.

The Group has also taken out and maintained liability
insurance for Directors and officers throughout the year.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITION IN
SHARES, UNDERLYING SHARES OR
DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As at 31 December 2016, the following Directors or the chief
executives of the Company had or were deemed to have
interests or short positions in the shares, underlying shares or
debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance, Chapter 571 of the Laws of Hong Kong (“SFO”)) (i)
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
taken or deemed to have under such provision of the SFO); or
(i) which were required, pursuant to section 352 of the SFO, to
be entered in the register referred to therein; or (i) which were
required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”) contained in the Listing Rules:
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The Company b N/NE]
Name of Director Capacity Number of Position Approximate
shares held percentage
of issued
share capital
B E27) KRH¥E HE HEBITRAE
BAEI
Mr. Cai Xiao Ming, David Interest of controlled 851,456,892 Long 54.3%
__corporation (note 1)
ERARLE REHhEE R (M 1) 1)
Mr. Qin Song Beneficial owner 15,321,062 Long 1.0%
WA EREAA )
Mr. Peng Guoyi Beneficial owner 1,000,000 Long 0.1%
vEERE ERBEAA e
Ms. LiLi Beneficial owner 250,661,964 Long 16.0%
FRILL EREAA )
Note: BE

1. 274,325,278 shares are held by Profitcharm Limited and 577,131,614
shares are held by Sinorise International Limited, the entire issued share
capitals of them are wholly and beneficially owned by Mr. Cai Xiao Ming,
David.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN AND/OR SHORT POSITIONS

So far as is known to the Directors and chief executives of the BARRZEERTZBITHRAERM  RNZZ
Company, as at 31 December 2016, the following persons (not  —"E+=-HA=+—H ' U F A+ (W IEAR
being a Director or chief executive of the Company) had, or RAFMNEEHFBITHAE) RARTRGD
were deemed to have, interest or a short position in the shares — s{iRBAIK 5 P A SR AEEBIEE S &
or underlying shares of the Company which would fall to be — Hi& &5 XV EBE 2 K 30 2R7AE A A D &)
disclosed to the Company under the provisions of Divisions 2  BEERSAE :

and 3 of Part XV of the SFO:

TERROEER KR

Approximate
percentage of

Number of issued share
Name of shareholder Note Capacity shares held Position capital
HEBRITRAE
RREH M= &2 EREE #®2 BABEA
Profitcharm Limited 1 Beneficial owner 274,325,278  Long 17.5%
BlmABRAR EnEAA e
Sinorise International Limited 2 Beneficial owner 577,131,614 Long 36.8%
RERRAR AR ERBEBA e
Masterwork Machinery Co., Ltd. Interest of controlled 250,551,964 Long 16.0%
corporation
REREKHRR BRI R A E] Xt EEER e
Masterwork Machinery (H.K.) Limited Beneficial owner 250,651,964 Long 16.0%
REBRND (BE)BRRA ERBEBA E
Partners Group Holding AG Beneficial owner 103,555,231 Long 7.0%
Partners Group Holding AG EnEAA e
Tianjin Dehou Investment Interest of controlled 103,555,231  Long 7.0%
Management Partnership corporation
(Limited Partnership)
Tianjin Dehou Investment XIS EEE S HE

Management Partnership
(Limited Partnership)

Notes: MisE -

BlEmBRAR R EANEERLEEMARIZN
BRAF] MERBALEL2ETHHR -

1. Profitcharm Limited is a company incorporated in the British Virgin 1.
Islands with limited liability which is wholly and beneficially owned by Mr.
Cai Xiao Ming, David.

REERBRAR AR EEE LR BEMAILH
BRAF HEEALE2EERHES -

2. Sinorise International Limited is a company incorporated in the British 2.
Virgin Islands with limited liability which is wholly and beneficially owned
by Mr. Cai Xiao Ming, David.
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CONTINUING CONNECTED TRANSACTION
Transactions with Xiangfan Cigarette Factory

On 20 March 2014, Xiangyang Jinfeihuan Colour Package
Co., Ltd. (“Xiangyang Jinfeihuan”), which is a member of the
Group, entered into a master sales agreement (the “Master
Sales Agreement”) with 3 2% #5 & i (Xiangfan Cigarette
Factory) pursuant to which Xiangyang Jinfeihuan shall sell (or
shall procure the Group to sell) and 2 %% 3 /& & (Xiangfan
Cigarette Factory) shall buy (or shall procure its subsidiary(ies),
fellow subsidiary(ies) and/or holding company(ies) (together the
“Hubei Tobacco Group”) to buy) the cigarette packages and
related services (the “Package Products”) for a term of three
years commencing from 1 January 2014. The annual caps of
the Package Products to be supplied by the Group to the
Hubei Tobacco Group under the Master Sales Agreement for
each of the three years ending 31 December 2016 are
RMB107 million, RMB131 million and RMB161 million
respectively.

The actual sales amount incurred under the Master Sales
Agreement for the year ended 31 December 2016 was
approximately HK$3.5 million.

Pursuant to the Master Sales Agreement, the selling price of
the Package Products shall be agreed upon between the
parties and shall be determined based on normal commercial
terms through arm’s length negotiation or on terms no less
favourable than the terms available to independent third
parties.

Given that 2 % 3 & & (Xiangfan Cigarette Factory) is a
substantial shareholder of Xiangyang Jinfeihuan interested in
20.4% of its share capital, 2 % #5 /& B (Xiangfan Cigarette
Factory) was then a connected person to the Company within
the meaning of the Listing Rules and the transactions under
the Master Sales Agreement therefore constituted continuing
connected transactions on the part of the Company under the
Listing Rules. Details of the Master Sales Agreement were set
out in the announcement and the circular of the Company
dated 20 March 2014 and 15 April 2014 respectively.

For the year ended 31 December 2016, Xiangyang Jinfeihuan
has become an insignificant subsidiary of the Company within
the meaning of Rule 14A.09 of the Listing Rules. The
transactions between the Group and 2 % # /& & (Xiangfan
Cigarette Factory) has been no longer a continuing connected
transaction of the Company.
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Transactions with Masterwork Machinery

On 12 August 2015, the Company entered into the master
purchase agreement (the “Master Purchase Agreement”) with
Masterwork Machinery Co., Ltd (“Masterwork Machinery”),
pursuant to which the Company or its subsidiaries will
purchase printing and packaging machineries and related
services from time to time from Masterwork Machinery or its
subsidiaries for a term up to 31 December 2017. The annual
caps for each of the three years ending 31 December 2017
are RMB60 million, RMB60 million and RMB60 million
respectively.

The terms of the Master Purchase Agreement are on normal
commercial terms and are determined by the Group and
Masterwork Machinery on arm’s length basis. The price at
which Masterwork Machinery sells the printing and packaging
machineries and related services to the Group under the
Master Purchase Agreement shall be the then market price
based on the price list and terms of each sale to the Group
shall not be less favourable than those on which Masterwork
Machinery offers to its independent customers, taking into
account the quantity and the specifications of the printing and
packaging machineries and related services ordered.

The actual purchase amount incurred under the Master
Purchase Agreement for the year ended 31 December 2016
was approximately HK$7.8 million.

Masterwork Machinery, being a substantial shareholder of the
Company interested in 15.98% of the issued share capital of
the Company, is a connected person under the Listing Rule
and the transactions contemplated under the Master Purchase
Agreement constitute continuing connected transactions of
the Company under Chapter 14A of the Listing Rules. Details
of the Master Purchase Agreement were set out in the
announcement of the Company dated 12 August 2015.
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Compliance with Disclosure Requirements

Save for the “Printing of cigarette packages” and “Purchase of
printing and packing machineries” during the year as shown in
note 42(a) to the consolidated financial statements which
constituted continuing connected transactions of the Company
under Chapter 14A of the Listing Rules, all other transactions
as shown in note 42 are continuing connected transactions
exempted from announcement, reporting, annual review and
independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules. The Company has complied
with the disclosure requirements in accordance with Chapter
14A of the Listing Rules in respect of the above continuing
connected transactions.

The Independent Non-Executive Directors have reviewed the
above continuing connected transactions and confirmed that
the continuing connected transactions were entered into:

(@ in the ordinary and usual course of business of the
Group;

(b)  on normal commercial terms or better; and

(c) in accordance with Master Sales Agreement and Master
Purchase Agreement governing them respectively on
terms that are fair and reasonable and in the interests of
shareholders of the Company as a whole.

In addition, the Company has engaged its auditor to report on
the continuing connected transactions of the Group in
accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements. Other than
Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued unqualified letter
containing the conclusion in respect of the continuing
connected transactions set out above which is in compliance
with the Rule 14A.56 of the Listing Rules.
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Report of the directors
EEERESE

CORPORATE GOVERNANCE

Principal corporate governance practices as adopted by the
Company are set out in the Corporate Governance Report
section set out on pages 35 to 47.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge, as at the date of this
report, there is sufficient public float of 25% of the Company’s
issued shares as required under the Listing Rules.

DISCLOSURE UNDER RULE 13.21 OF THE
LISTING RULES

During 2015, the Company has been offered a four-year term
loan facility of HK$340,000,000 from a local bank. During the
year, the Company has been offered additional term loan
facilities from an existing local bank of HK$150 million and
HK$83 million repayable within 4 and 6 years respectively, and
a revolving loan facilities of HK$170 million, all of which the
Company has undertaken, among other matters, that Mr. Cai
Xiao Ming, David shall maintain at least 50% beneficial
shareholding interest in the Company at all times during the life
of the above banking facilities (the “Undertaking”). The breach
of such Undertaking may result in the loan immediately due
and repayable. Such Undertaking also exists in other revolving
banking facilities made available to the Group from other
banks in the total amount of HK$170 million.

AUDITOR

A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Deloitte Touche Tohmatsu as auditor of the
Company.

On behalf of the Board
Brilliant Circle Holdings International Limited

Cai Xiao Ming, David
Chairman

Hong Kong, 24 March 2017
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OVERVIEW

The Directors recognise the importance of incorporating
elements of good corporate governance in the management
structures and internal control procedures of the Group so as
to achieve effective accountability.

CORPORATE GOVERNANCE

The Company has adopted the Corporate Governance Code
(the “Code”) contained in Appendix 14 of the Listing Rules. For
the year ended 31 December 2016, the Company has
complied in general with the Code, except code provisions
A.6.7 and E.1.2 of the Code as Mr. Cai Xiao Ming (the
Chairman of the Board) and Ms. Li Li (the non-executive
Director) were unable to attend the annual general meeting of
the Company held on 3 June 2016 due to their other business
engagement.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules as the standard for securities
transactions by Directors. The Company has made specific
enquiries of all the Directors and all the Directors confirmed
that they have complied with the required standards set out in
the Model Code and its code of conduct regarding Directors’
securities transactions for the year ended 31 December 2016.

THE BOARD OF DIRECTORS

The Board takes responsibility to oversee all major matters of
the Company, including the formulation and approval of overall
business strategies, internal control and risk management
systems, and monitoring the performance of the senior
management. The management is responsible for the daily
operations of the Group under the leadership of Chief
Executive Officer. The Directors have the responsibility to act
objectively in the interests of the Company.
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Currently, the Board comprises seven Directors, including
three Executive Directors namely Mr. David Cai, Mr. Qin Song
and Mr. Peng Guoyi, one Non-Executive Director namely Ms.
Li Li, and three Independent Non-Executive Directors namely
Mr. Lam Ying Hung, Andy, Mr. Lui Tin Nang and Mr. Siu Man
Ho, Simon. There is no financial, business, family or other
material or relevant relationship among the Directors. The
names and biographical details of the Directors are set in the
section entitled “Profile of Directors and Senior Management”
in this annual report.

In compliance of Rule 3.10(1) of the Listing Rules, the Board
currently comprises three Independent Non-Executive
Directors representing more than one-third of the Board.
Pursuant to paragraph 12B of Appendix 16 of the Listing
Rules, each of the Independent Non-Executive Directors has
confirmed by annual confirmation that he has complied with
the independence criteria set out in Rule 3.13 of the Listing
Rules. The Directors consider that all three Independent Non-
Executive Directors are independent under these
independence criteria and are capable to effectively exercise
independent judgement. Amongst the three Independent Non-
Executive Directors, both Mr. Lam Ying Hung, Andy and Mr.
Lui Tin Nang have the appropriate professional qualifications
and accounting and related financial management expertise
required under Rule 3.10(2) of the Listing Rules.

The Board has delegated various responsibilities to the Board
committees including the audit committee (the “Audit
Committee”), the remuneration committee (the “Remuneration
Committee”) and the nomination committee (the “Nomination
Committee”) (collectively, the “Board Committees”). Further
details of these committees are set out below.
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BOARD MEETINGS

Four Board meetings were held during the year ended 31
December 2016. Ad-hoc meetings will also be convened if
necessary to discuss the overall strategy as well as the
operation and financial performance of the Group. Notice of
Board meeting was sent to all Directors at least 14 days prior
to a regular board meeting. Reasonable notices will be given
to the Directors for ad-hoc board meetings. Directors may
participate either in person or through electronic means of
communications.

All relevant materials were sent to all the Directors relating to
the matters brought before the meetings. All the Directors
have been provided with sufficient resources to discharge their
duties, and, upon reasonable request, the Directors will be
able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses. All Directors will
have the opportunity to include matters in the agenda for
Board meetings. Details of individual attendance of Directors
are set out in the table on page 43 of this annual report.

APPOINTMENTS, RE-ELECTION AND
REMOVAL OF DIRECTORS

Each of the Executive Directors has entered into a service
contract with the Company for a specific term of three years.
All of their appointments are subject to retirement by rotation
and re-election in accordance with the Articles of Association
of the Company.

All of the Independent Non-Executive Directors and the Non-
Executive Director were appointed for a term of three years,
and are subject to retirement by rotation and re-election in
accordance with the Articles of Association of the Company.
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Chairman and Chief Executive Officer

Under provision A.2.1 of the Code, the roles of the Chairman
and the Chief Executive Officer should be separate and should
not be performed by the same individual. During the year
ended 31 December 2016, Mr. David Cai is the Chairman who
provides leadership to the Board but he would not be involved
in the day-to-day management of the Group’s business. Mr.
Qin Song, was appointed as the Vice- Chairman and the Chief
Executive Officer of the Company and his role is to oversee the
overall management of the Group.

Training for Directors

The Company continuously updates Directors the latest
developments and changes to the Listing Rules and other
applicable regulatory requirements and provides training to
develop and refresh the Directors’ knowledge and skills. The
Company provides Directors with monthly updates on the
performance, position and prospects of the Company.

Directors are encouraged to participate in continuing
professional development to develop and refresh their
knowledge and skills. The Company has prepared a training
record in order to assist the Directors to record the training
that have undertaken.

The company secretary reports from time to time the latest
changes and development of the Listing Rules and other
corporate governance requirements with written materials.
Individual Director had also attended seminars and/or
conferences or workshops or forums relevant to his profession
and duties as directors. All Directors have provided the
Company with their respective training records in compliance
with Code A.6.5 of the CG Code.
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Below is a summary of the training the Directors had received
during the year:

Name of Directors

RER > EFMEIAEIIBROT

Type of trainings

EEnE o ki
Mr. Cai Xiao Ming, David B
kL

Mr. Qin Song A&B
X/ e AR B
Mr. Peng Guoyi B
TEBRE

Ms. Li Li B
FFIZL

Mr. Lam Ying Hung, Andy A&B
MBI T A& A KB
Mr. Lui Ting Nang A&B
BREERAE AN B
Mr. Siu Man Ho, Simon A&B
MXZRE A KB

A: attending seminars/conferences/workshops/forums

B: reading newspapers, journals and updates relating to the economy,
environmental protection business or director’s duties and
responsibilities etc.

Remuneration of Directors and Senior Management

The remuneration of the members of the senior management
by band for the year ended 31 December 2016 is set out
below:

Remuneration bands
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Further particulars regarding Directors’ remuneration and the
five highest paid employees as required to be disclosed
pursuant to Appendix 16 to the Listing Rules are set out in
notes 13 and 14 to the financial statements, respectively.

COMPANY SECRETARY
During the year ended 31 December 2016, Mr. Chung Tat
Hung was the company secretary.

The company secretary of the Company reports to the
Chairman of the Board and the Chief Executive Officer. He is
responsible for advising the Board on governance matters. For
the year ended 31 December 2016, the company secretary
has taken not less than 15 hours of relevant professional
training.

BOARD COMMITTEES

Audit Committee

The Company established the Audit Committee which consists
of the three Independent Non-Executive Directors, namely Mr.
Lam Ying Hung, Andy, Mr. Lui Tin Nang and Mr. Siu Man Ho,
Simon, and one Non-Executive Director, namely Ms. Li Li, and
Mr. Lui Tin Nang is the chairman of the Audit Committee. The
primary duties of the Audit Committee are, among other
matters, to review and monitor the financial reporting process,
internal control and risk management of the Group, and to
report to the Board on matters relating to the corporate
governance as stated in the Code. During the year ended 31
December 2016, the Audit Committee held two meetings and
has reviewed, among other matters, the Company’s financial
statements and the Group’s combined financial statements for
the year ended 31 December 2015 and for the six months
ended 30 June 2016, including the accounting principles and
practices adopted by the Company and the Group. The Board
has not taken a different view from that of the Audit Committee
regarding the selections, appointment, resignation or dismissal
of the external auditors.

The terms of reference of the Audit Committee are disclosed
on the websites of the Company and the Stock Exchange.
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Remuneration Committee

The Company established the Remuneration Committee
pursuant to a resolution of the Directors passed on 4 March
2009. The Remuneration Committee consists of five members
(including the three Independent Non-Executive Directors,
namely Mr. Lam Ying Hung, Andy, Mr. Lui Tin Nang and Mr.
Siu Man Ho, Simon, one Non-Executive Director, namely Ms.
Li Li and Mr. Peng Guoyi, an Executive Director) and Mr. Lam
Ying Hung, Andy was the chairman of the Remuneration
Committee. The primary duties of the Remuneration
Committee are, among other matters, to make
recommendations to the Board on the remuneration of
Executive Directors and senior management and on the
establishment of a formal and transparent procedure for
developing policy on such remuneration.

The terms of reference of the Remuneration Committee are
disclosed on the websites of the Company and the Stock
Exchange.

During the year, the Remuneration Committee held two
meetings and reviewed the remuneration policy, assessed
performance of Executive Directors and approved the
remuneration packages of the Directors and senior
management.
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Nomination Committee

The Company established a Nomination Committee pursuant
to a resolution of the Directors passed on 4 March 2009. The
Nomination Committee consists of five members (including the
three Independent Non-Executive Directors, namely Mr. Lam
Ying Hung, Andy, Mr. Lui Tin Nang and Mr. Siu Man Ho,
Simon, one Non- Executive Director, namely Ms. Li Li and Mr.
Qin Song, an Executive Director) and Mr. Siu Man Ho, Simon
is the chairman of the Nomination Committee. The primary
duties of the Nomination Committee are, among other matters,
to review the structure, size and composition of the Board on
a regular basis and to make recommendations to the Board
on relevant matters relating to the appointment or re-
appointment of Directors and succession planning for
Directors. According to the board diversity policy adopted by
the Nomination Committee, Board diversity has been
considered from a number of aspects, including but not limited
to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of
service etc. 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. Selection of candidates will be based on a range
of diversity perspectives, including but not limited to gender,
age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of
service etc. The final decision will be based on merit and
contribution that the selected candidates will bring to the
Board.

The terms of reference of the Nomination Committee are
disclosed on the websites of the Company and the Stock
Exchange.

During the year, the Nomination Committee held two meetings
and discussed and reviewed the structure, size and
composition of the Board.
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Attendance of meetings SRHERY

The attendance of each Director at Board meetings, Board #HZE-ZT— X F+-_A=+—HILFE &
Committees meetings and general meetings during the year BEEREEE€ €% EELEeezMRE
ended 31 December 2016 was as follows: RENEFERLAT

Attendance out of number of meetings

HEERBANHERY
Annual
general
Audit Remuneration = Nomination meeting
Name of director Board Committee Committee = Committee (Note 1)
BRERBERE
BEEpE Exg ENZEE® FHEEE® REZE" (BaE1)
Executive Directors
HITEE
Cai Xiao Ming, David (Chairman) 2/4 - - - 0/1
2R (FE)
Qin Song 3/4 - - 2/2 11
N
Peng Guoyi 2/4 - - - 0/1
TEHE
Non-Executive Director
IHTEF
LiLi 2/4 2/2 2/2 2/2 0/1
FH]
Independent Non-Executive
Directors
BUFHITEE
Lam Ying Hung, Andy 4/4 2/2 2/2 2/2 11
PRELIE
Lui Tin Nang 4/4 2/2 2/2 2/2 11
EPN-
Siu Man Ho, Simon 4/4 2/2 2/2 2/2 1A
¢
Note: fizE -
1. The annual general meeting was held on 3 June 2016. 1. BREBAFAKGR-_Z— FA=HHET-
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FINANCIAL REPORTING, INTERNAL CONTROL
AND RISK MANAGEMENT

Financial Reporting

The Board is responsible for the preparation of the financial
statements of the Company and the Group. In the preparation
of financial statements, Hong Kong Financial Reporting
Standards have been adopted and the appropriate accounting
policies and statutory requirements have been consistently
complied with. The Board aims to present a clear and
balanced assessment of the Group’s performance in the
annual and interim reports to the shareholders, and make
appropriate disclosure and announcements in a timely manner.

External Auditors

During the year ended 31 December 2016, the fee paid/
payable to the external auditors of the Company amounted to
approximately HK$3.8 million, all for statutory audit services.

Internal controls

The Board is responsible for the internal control of the Group
and for reviewing its effectiveness. Procedures have been
designed to ensure maintenance of proper accounting records
for the provision of reliable financial information for internal use
or for publication, ensure compliance of applicable laws, rules
and regulations. The Group has an internal audit department
primarily responsible for reviewing the internal control function
of the Group.

During the year ended 31 December 2016, the Group has
reviewed the internal control system. The Board considers that
the internal control system is effective and adequate for the
Group as a whole.
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Risk management

The Board is also responsible for evaluating and determining
the nature and extent of the risks it is willing to take in
achieving the Company’s strategic objectives, and ensuring
that the Company establishes and maintains appropriate and
effective risk management system.

During the year ended 31 December 2016, the Group has
reviewed the risk management system. The Board considers
that the risk management system is effective and adequate for
the Group as a whole.

The Board further considers that (i) there was no issue relating
to the material controls, including financial, operational and
compliance controls and risk management functions, of the
Group; and (i) that there were adequate staff with appropriate
qualifications and experience, resources and budget of its
accounting and financial reporting function, and adequate
training programmes have been provided for the year ended
31 December 2016.

Directors’ responsibility on the consolidated financial
statements

The Directors acknowledge their responsibility for preparing
the consolidated financial statements for the year ended 31
December 2016, which were prepared in accordance with
applicable accounting standards. The reporting responsibilities
of the external auditor of the Company on the consolidated
financial statements of the Company are set out in the
independent auditor’s report on pages 48 to 56.

GOING CONCERN

There are no material uncertainties relating to events or
conditions that cast significant doubt upon the Company’s
ability to continue as a going concern.

CONSTITUTIONAL DOCUMENTS
During the year, there was no change in the Company’s
constitutional documents.
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TEERRETE

COMMUNICATION WITH SHAREHOLDERS

The Company aims to maintain regular, effective and fair
communication with shareholders and is committed to
conveying important and relevant information to shareholders
on a timely basis. In compliance with the Listing Rules, at least
20 clear business days’ notice will be given to the shareholders
for annual general meeting and at least 10 clear business
days’ notice will be given for all other meetings. All general
meetings of the Company have been conducted by way of poll
and detailed procedures for conducting a poll were explained
at the commencement of the meeting. Results on all general
meetings will be published by way of an announcement
immediately following the relevant general meeting.

SHAREHOLDERS’ RIGHTS

In accordance with the Article 58 of the Articles of Association
of the Company, one or more shareholders of the Company
holding at the date of deposit of the requisition not less than
one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the
Company Secretary, to require an extraordinary general
meeting to be called by the Board for the transaction of any
business specified in such requisition; and such meeting shall
be held within two (2) months after the deposit of such
requisition. If within twenty-one (21) days of such deposit the
Board fails to proceed to convene such meeting, the
requisitionists themselves may do so in the same manner, and
all reasonable expenses incurred by the requisitionists as a
result of the failure of the Board shall be reimbursed to the
requisitionists by the Company.

If a shareholder wishes to nominate a person to be elected as
a Director, the following documents must be validly served to
the Company at the Company’s principal place of business in
Room 01, 12/F, AXA Centre, 151 Gloucester Road, Wanchai,
Hong Kong: (i) his/her notice of intention to propose a
resolution at the general meeting; and (i) a notice executed by
the nominated candidate of his/her willingness to be appointed
together with his/her information as required to be disclosed
under Rule 13.51(2) of the Listing Rules, within the period
commencing on the day after the dispatch of the notice of the
general meeting appointed for such election and ending on the
date falling seven days after the dispatch of the said notice of
the general meeting.
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TEERRETE

Any Shareholder may direct their enquires and proposal either
by mail to the Board at the Company’s principal place of
business in Room 01, 12/F, AXA Centre, 151 Gloucester
Road, Wanchai, Hong Kong, by fax at (852) 3915 7800 or by
email at enquiry@brilliantcircle.com.

Shareholders should direct any questions about their
shareholdings to the Company’s Hong Kong branch share
registrar: Tricor Investor Services Limited at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong.
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Independent Auditor’s Report
B2 AR

To the Members of Brilliant Circle Holdings
International Limited

EBRZEREMRER A

(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Brilliant Circle Holdings International Limited (the “Company”)
and its subsidiaries (collectively referred to as “the Group”) set
out on pages 57 to 170, which comprise the consolidated
statement of financial position as at 31 December 2016, and
the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

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

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are
independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (“the Code”), and
we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our
opinion.
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Independent Auditor’s Report

B ABE RS

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

BREESEE
FRETFRASRBEESNEXHE - R
RYEARAMBRENBARRERW
FH - BEFHEERMETBEEAY
BHREAMHABEARKRE - EFETEYHE
LEREHREBNER

our opinion thereon, and we do not provide a separate opinion

on these matters.

Key audit matter

FARETEE

How our audit addressed the key audit matter

EEEBTHINEEL X

Estimated impairment of goodwill and intangible assets

BAEREFLEEMLTRE

We identified the impairment of goodwill and
intangible assets as a key audit matter due to
significant judgement exercised by the Group’s
management in impairment assessment.

E5R BB LB EERERBRETSFE R
e EEEEREEETHENERAEEREXR
g -

Our procedures in relation to the impairment of
goodwill and intangible assets assessment included:
EERFERMENELEEMGETHREF B

° Discussing with the Group’s management on
their approach to impairment assessment;
o H BEETEENRABENENGE:

° Evaluating the appropriateness of the
impairment models and checking their
mathematical accuracy;

e HABERARERENMREEFAERTE
T

o Reviewing the valuation report provided by
management on the discount rate adopted in
the discounted cash flow forecast model and
evaluating its reasonableness;

e RMITBEBREREBAEXFMKMATREEME
BEMREHNEERS  WTHEARESEIE
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B ABEN RS

KEY AUDIT MATTERS (continued)

Key audit matter

REETER

ERETEH )

How our audit addressed the key audit matter

EEEENTNEESE

Estimated impairment of goodwill and intangible assets

AERELEEMRE

The Group has a goodwill of HK$1,029,637,000 and
intangible assets of HK$232,767,000 as at 31
December 2016 relating to the acquisition of printing
business in 2009 and 2012 which are subject to
impairment assessment in accordance with Hong
Kong Accounting Standard 36 “Impairment of Asset”
(“HKAS 36”) issued by the HKICPA. As detailed in
notes 20 and 21 to the consolidated financial
statements, in determining whether goodwill and
intangible assets are impaired requires an estimation
of the recoverable amount, which is the value in use
of the cash generating units to which goodwill and
intangible assets have been allocated. Significant
judgement and assumptions were required by
management of the Group in assessing the
recoverable amounts of cash generating units. The
value in use of the cash generating units is
determined based on the discounted cash flow
forecast model which requires estimation on certain
assumptions, including the discount rate, terminal
growth rate, gross margin and sales growth rate.
RZEB-—RF+_A=+—RH  BEERN-F
ZNFRZZF-ZFURBIOREBEERHK
1,029,637,00078 7T #) i & K2 /388 232,767,000 78 7T
WELEE  MEDAREBEES ST S EMD
AR ERIEI6 [EEME] ([HEGER
365 1) EITRIERT 4 o MANER S B R IR M 5E
021 PrE - EXRENELEELSTRER
hEtrI el &% - ESERERBTEEENRS
ELXBUNEMREE AR EEELR AT
&% - SEEEEREBAELERAENREXR -
ReELBUNFERAEENRTERESRERAR
AETFT EPEARETER(BEHRE - HKIEG
E - EFR R SEHMER) (E S

Evaluating the reasonableness of the key
assumptions and inputs adopted in the
discounted cash flow forecast model including
the terminal growth rate, gross margin and sales
growth rate by comparing management’s
expectations for the market development to
relevant industry growth forecasts and past
performance, as appropriate; and
FRNREEERAT SERVBMAITRER
TR BERR (REZBIBEAME) WAL - &7
IR RmEBFRARXFTERMN FZMRE R
BWARE(BRERIERE - EM X NHEE
RE)REGEE K

Reviewing the sensitivity analyses performed by
management to evaluate the potential impact
on the recoverable amount and impairment.
EHHEREETHNGRESN - LAFHEEA]
WEleREMRENEBELE -
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B ABE RS

KEY AUDIT MATTERS (continued)

Key audit matter
BEARETBIR

BRETEH )

How our audit addressed the key audit matter

BEEEBFITNEREL X

Estimated impairment loss of trade receivables

B 5 WG REE R

We identified the estimated impairment loss of trade
receivables as a key audit matter due to judgement
exercised by the Group’s management in estimating
the recoverability of trade receivables.

EEHNNE HERFAEKIREBESBERETSE
B RAS BEXEBEEREENATHE ZEKIIED
AU [B] 14 By 78 1 1 I

Management estimated impairment losses for trade
receivables by considering the credit history
including default or delay in payments, settlement
records, subsequent settlement and ageing analysis
of the trade receivables. Refer to note 4 “Key
sources of estimation uncertainty” and note 25
“Trade and bills receivables” to the consolidated
financial statements.
EEEARAEREELH(BREFIRERKFIENE
RSBIEBN R - BHERLE  BERREERKRRD
) T8 HRYEGRIBREEE - IR G S M5
WRMT AN TARE RN E 28R RHE25
'8 5 REMRIE RN EE] -

Our procedures in relation to the estimated impairment
loss on trade receivables included:
EENE HEBFIBETRESBETNETEE

e  Understanding and evaluating the management’s
assessment of estimated impairment loss;

o  TEREVEEERBHMGEIHRER BTG

° Understanding and testing the key controls in
relation to credit controls and preparation of
ageing analysis of trade receivables;

e THMIAFNEEEEEEMNEEEITHER
I 3t E 5 WK IE R BBR e D AT

° Discussing with management and evaluating the
basis of trade receivables without/with little
subsequent settlement during the year or
subsequent to the end of the reporting period
identified by management and their assessment
on the recoverability of trade receivables;

e HEREMNWILNEEEEMIINFANRE
MRz BRI S EEEBREENE
ZRWCGRIRERE - LARHE Y E 5 R IRIE AT
[ 1% B P A
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B ABEN RS

KEY AUDIT MATTERS (continued)

Key audit matter

REETER

ERETEH )

How our audit addressed the key audit matter

EEEENPHNEELE

Estimated impairment loss of trade receivables

B 5 B E AT R E R R

The trade receivables amounted to approximately
HK$837,808,000 as at 31 December 2016, with an
allowance amount of approximately HK$2,213,000
on trade receivables as at 31 December 2016.
RZEBE-—RETZA=T—HBNEBEZRIIBLOR
837,808,000/87C MR ZZE—R"F+A=+—
HEVE 5 EWRIAR#E X% 2,213,000/8 7T °

Assessing the reasonableness of impairment loss
for trade receivables with reference to the credit
history including default or delay in payments,
settlement records, subsequent settlements and
ageing analysis of the trade receivables; and
2REELHE(BREESRKFTIARENSNITE
N EHERH  SEBREERRESNT) AT
ﬁféf%EHQMEW/@@ESE%EQ@ P &

Evaluating the historical accuracy of the
impairment loss estimation made by
management by comparing to actual settlement
record and actual loss incurred.

FRANREREECHEERELEE T
BB EMERERBEMETHE L ERE -
OTHER INFORMATION Hit &
The directors of the Company are responsible for the other E’“T%$/,\;Tﬁ@ﬁﬂ7¥@%‘ﬁfi HAth
information. The other information comprises the information BRI BEHNFHRANER - ETBIELGE
included in the annual report, but does not include the Mz RESHIEBZEMRE -

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.

EHEEVBRFIEEHNERLERE
1‘@%#4 MESETSHEMERZERE
ﬂﬁxftﬁ'ﬁ?ﬁ?mrﬂa °
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B 2R E RS

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 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.

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

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion solely
to you, as a body, in accordance with our agreed terms of
engagement, 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.
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B2 AR

AUDITOR’S RESPONSIBILITIES FOR THE ZE BT B GES MR RAERE
AUDIT OF THE CONSOLIDATED FINANCIAL WEE (&)

STATEMENTS (continued)

As part of an audit in accordance with HKSAs, we exercise FRIEEBETERETETHBRESD -
professional judgment and maintain professional skepticism BEEEREEHE - (RISHEIZRETE o
throughout the audit. We also: B

o Identify and assess the risks of material misstatement of e
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.

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

o Evaluate the appropriateness of accounting policies used e
and the reasonableness of accounting estimates and
related disclosures made by the directors.

° Conclude on the appropriateness of the directors’ use of e
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 concemn. 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.
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Independent Auditor’s Report
B 2R E RS

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

° 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.

o 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.

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.
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B 2R AR S

The engagement partner on the audit resulting in the HEARBIZEEMHRENEFBEEEEA

independent auditor’s report is Lee Ka Kei. 7£ Lee Ka Kei °

Deloitte Touche Tohmatsu EE e BEERA AT
Certified Public Accountants HEEETAD

Hong Kong BE

24 March 2017 —ET—+F=A=+mMAH
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

GeBEaREMaEERERER

For the year ended 31 December 2016 B2 —Z— "F+_A=T—HIEFE

2016 2015
—EBE-RE —ET—EF
NOTES HK$’000 HK$’000
P5E FER FHT
Continuing operations HESEER
Revenue Wz 5 1,407,209 1,494,961
Cost of sales Fik-J DN (997,308)  (1,032,918)
Gross profit ES 409,901 462,043
Other income HAith g A 7 25,863 28,627
Other gains and losses Hp s K B8 8 (180) 2,473
Selling and distribution expenses  $§& &9 EFA X (43,338) (45,953)
Administrative expenses ITEFA X (91,955) (101,947)
Other expenses HMHEx (4,216) (10,021)
Finance costs &R A 9 (25,567) (37,371)
Share of profits of associates pal (i k=N bz | 22 86,429 178,625
Share of profit of a joint venture Dih—fEAEEEERF 23 57 -
Profit before taxation R B A i A 356,994 476,476
Taxation I8 10 (69,760) (79,796)
Profit for the year from BB EERRNFE w7
continuing operations 12 287,234 396,680
Discontinued operations BRI REEK
Loss for the year from BRI EEBHNEE
discontinued operations £ 11 - (6,078)
Profit for the year FERA 287,234 390,602
Other comprehensive expense: EHttZ2HEH X :
ltem that will not be reclassified HEETeEsBEEERY
subsequently to profit or loss: I5H :
Exchange differences arising EmEREREEMES
on translation to presentation b 3 =58
currency (149,601) (156,901)
Total comprehensive income FHNEHEREERE
for the year 137,633 233,701
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Consolidated Statement of Profit or Loss and

Other Comprehensive Income
FelEnkEMEERERRK

For the year ended 31 December 2016 B2 —ZL—"F+_A=T—HIEFE

2016 2015
—B-X"E —ZT—AF
NOTE HK$’000 HK$’000
Bt aE FERT FAET
Profit for the year attributable to: A~ A LB E R A :
Owners of the Company KRABHEE A 285,827 386,372
Non-controlling interests IR R 1,407 4,230
287,234 390,602
Total comprehensive income WTATEEZEAE
(expense) attributable to: Wz (Fs2) 4258 -
Owners of the Company ViN/NEIEZ DN 138,394 232,067
Non-controlling interests eI (761) 1,634
137,633 233,701
2016 2015
—E-RE —"T—1F
HK$ HK$
B BT
Earnings per share BRER 15
From continuing and discontinued 3k B & &% &
operations BRI EER
Basic HIK 0.18 0.25
From continuing operations REFELEER
Basic HAK 0.18 0.26
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Consolidated Statement of
Financial Position

e BRIR L ERER

At 31 December 2016 R=ZE—_FE+_-_A=+—H

2016 2015
—E-RE —ZT—HF
NOTES HK$’000 HK$’000
P5E FER FHT
Non-current Assets FRBEE
Property, plant and equipment M - MR N R 17 768,048 806,049
Prepaid lease payments AT HERIE 18 78,217 77,246
Investment properties KEYE 19 172,070 185,636
Goodwill RS 20 1,029,637 1,061,335
Intangible assets mILEE 21 232,767 283,503
Interests in associates REEZ N R)AREZS 22 551,899 643,224
Interest in a joint venture R—EEEtENER 23 8,222 8,644
Long-term receivables R EAE W RIE = 15,720
Deposits for property, plantand ~ Bt¥1% - BiRE &R #E L H)
equipment e 1,732 21,966
2,842,592 3,103,323
Current Assets RBEE
Inventories FE 24 136,733 116,504
Prepaid lease payments FEMEERE 18 2,124 2,092
Trade and bills receivables g 5 WA R EIRER 25 879,629 783,185
Other receivables, prepayments  Efth U FXIB - FEN FR1E &
and deposits B 26 68,551 54,747
Amounts due from related parties  fEUY 88 75 7018 27 19,042 3,449
Tax recoverable CIEEIE T 3,028 3,164
Pledged bank deposits EEFRITHER 28 6,731 2,173
Bank balances and cash RITEH LIRS 28 199,694 299,771
1,315,532 1,265,085
Current Liabilities REBRE
Trade and bills payables SR FRIERENER 29 313,160 282,158
Other payables and accruals H i e 0B M e E 30 130,071 120,231
Amount due to non-controlling ST — T A B3R A%
interest of a subsidiary HE TR TR IE 27 3,775 -
Bank borrowings RITIEE 31 419,562 536,013
Income tax payable e FT 1S AR 52,418 54,927
918,986 993,329
Net Current Assets REBEEFE 396,546 271,756
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Consolidated Statement of
Financial Position

e PRIR LR R

At 31 December 2016 R=Z—_E+_A=+—H

2016 2015
—E-RF ZZT—HF
NOTES HK$’000 HK$’000
B FET FET
Total Assets less Current EEHABERABAE
Liabilities 3,239,138 3,375,079
Non-current Liabilities kRBERE
Government grants B E 32 34,396 36,164
Bank borrowings RITEE 31 258,248 277,660
Deferred tax liabilities FEMIBEE 33 71,334 78,141
363,978 391,965
Net assets EEFE 2,875,160 2,983,114
Capital and Reserves EXR#E
Share capital A& 7 34 7,839 7,839
Share premium and reserves R 1D (B M 2,821,129 2,922,621
Equity attributable to owners RAEEE AR
of the Company 2,828,968 2,930,460
Non-controlling interests FEFE NS ME 2R 46,192 52,654
Total Equity FE AL 2,875,160 2,983,114

The consolidated financial statements on pages 57 to 170
were approved and authorised for issue by the Board of
Directors on 24 March 2017 and are signed on its behalf by:

FETAEFIT0ENGRAETBRERE R
T+ HF=ZRA -t REEESHERIRRE
B WAHTIATRERES

Mr. Cai Xiao Ming, David Mr. Qin Song
ERALE E/ S
DIRECTOR DIRECTOR

BE o
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Consolidated Statement of
Changes in Equity

For the year ended 31 December 2016 B2 —Z— "F+_A=T—HIEFE

Attributable to owners of the Company

RAREEAER
Non-
Share Share  Statutory Other Dividend Exchange Retained controlling Total
capital premium  reserves  reserves reserve reserve profits Total interests equity

RA  ROEE EeRE HtRE REGE EXRE  REEN ot FEREER ERAR
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000  HK$'000  HK$'000
FAL FAT FET FAT FET TR TR TR TR TR
(Note a) (Note b)
(Mizta)  (Miztb)

At January 2015 R=ZF-nF¥—A-H 7,442 4,805,003 120,450  (2,904,453) - 163275 777,151 2,968,868 58,6561 3,027,519
Proft for the year EERF - - - - - - 386372 386,372 4230 390,602
Other comprehensive expense FREMZARS

for the year - - - - - (154,305) - (154308 (259) (156,901)

Total comprehensive (expense) FR2mE(EY)

income for the year Gyt - - - - - (154,305 386,372 232,067 1,634 233,701
Ordinary shares issued by EBRRNEEEITERR

share placing (Note 34) (GEED) 397 134,610 - - - - - 135,007 - 135007
Transaction costs attributableto ~ #{7# E AR EE

issue of new ordinary shares RBKA - (2,700) - - - - - (2,700) - (2,700)
Release of exchange reserve HEHBARBER

upon disposal of subsidiaries B G - - - - - (3,090) - (3,090) - (3,090)
Return of capital to MIFERER

non-controlling interests REEAX - - - 19 - - - 119 (119) -
Dividends recognised as R A RS

distrioution (Note 16) GEID) - - - - - - (309811 (399811 (7512 (407,329
Transfer i - - 39,311 - - - (39,311) - - -
At 31 December 2015 RZE-RE+ZA=+-H 7,839 4,936,913 159,761 (2,904,334) - 5,880 724,401 2,930,460 52,654 2,983,114
Profit for the year FEEF - - - - - - 285827 285827 1,407 287,234
Other comprehensive expense FREMPE

for the year 53 = = 5 = - (147,439) - (147433)  (2168) (149,601)
Total comprehensive (expense) ER2E(FEX)

income for the year WasE - - - - - (147,433) 285827  138,3% (761) 137,633
Final dividends for 2016 TR ERERERA

proposed (Note 16) GEID) - - - - 239,886 - (239,886) - - -
Dividends recognised as R B RAR S

distribution (Note 16) (Kr&E16) = = - - - - (239,886) (239,886) - (239,886)
Dividends declared to MIEERERE IR

non-controlling interests (45, - - - - - - - - (5,701) (5,701)
Transfer B - - 6,829 - - - (6,829) - - -
At 31 December 2016 R=E-~E+-A=t+-H 7,839 4936913 166,590 (2,904,334) 239,886  (141,553) 523,627 2,828,968 46,192 2,875,160
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Consolidated Statement of
Changes in Equity

For the year ended 31 December 2016 B2 —ZL—"F+_A=T—HIEFE

Notes:

(@)

As stipulated by the relevant laws and regulations for enterprises in the
People’s Republic of China (the “PRC”), the Company’s PRC
subsidiaries are required to maintain statutory reserves. Appropriation
to such reserve is made out of profit after taxation as reflected in the
statutory financial statements of the PRC subsidiaries while the amounts
and allocation basis are decided by its board of directors annually. The
appropriation to statutory surplus reserve may cease if the balance of
the statutory surplus reserve has reached 50% of the PRC subsidiaries’
registered capital. The statutory reserves can be used to make up prior
year losses, if any, and can be applied in conversion into capital by
means of capitalisation issue.

Other reserves comprised (i) the merger reserve of HK$79,000 which
arose from the difference between the nominal value and premium of
shares of subsidiaries acquired over the nominal value of the shares
issued by the Company in exchange thereof; (i) issue of 480,000,000
shares of the Company with fair value of HK$4,267,200,000 at 14 April
2011 to Mr. Tsoi Tak, the former controlling shareholder of the
Company in exchange of its entire equity interests in Brilliant Circle
Group Holdings Limited (formerly known as Brilliant Circle Holdings
International Limited) which were acquired by Mr. Tsoi Tak, that former
controlling shareholder at 10 September 2009 using cash and certain
listed shares held by him with fair value of HK$1,781,817,000 in
aggregate; (i) an amount of HK$516,437,000 resulting from the
acquisition of additional equity interests in Bengbu Jinhuangshan
Rotogravure Printing Company Limited, a non-wholly owned subsidiary
of the Company; (iv) an amount of HK$81,223,000 resulting from the
acquisition of additional equity interests in Giant Sino Investments
Limited, a non-wholly owned subsidiary of the Company, in December
2014 and (v) an amount of HK$119,000 resulting from the change of
equity interests of non-controlling shareholders from 0.69% to 0.51% in
Shenzhen Kecai Printing Company Limited in November 2015.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

BIpPEARAMBE(HE]D)BEEENE
BEERMBRE  ARANHEMNBAREA
RIDEERE - D EEZ BB R
B0 Pl 8 1 B0 TE B 75 ¥R AR A R AR RO A o R
N MEREIEEENESFRAEEEER
o MEERBRERBEREZITENBL
AFEMEARE50% - QIR M EEBEETER
B AEREUREREL-—FENE
BNA)  TAERENMCBETERAER -

HEMREESE)EHEHT9,0008 T - HE
4B AT BT B A R () M E B KR B RS
RARBFAETHARZIBROBRMOEERZE
) AARR-E——EmA+mEEA
7 B B R AR B R 18 S AR 31T A9 480,000,000
BB - DS B A 4,267,200,00058 7T BA
BREESLEMEBEEMERIERERA
B (AITE BB R AR AR ) 2 RAE -
ZAEBRRER-ZETAFAATANES
MEMBAENS T EMRDIKE S 2 3%
- mAEBAREEALA1,781,817,0007%8
TC (i) WA AR R EHB AR ERES S
L M B BRI A5 PR A B R BRSNS AN 25 BT AE
B $IE 516,437,000 70 ¢ (WK Z T — W F
+Z AR A A R IER A B A 7 Giant Sino
Investments Limited %8 4% A #E 25 BT EE AE 19
881,223,000 L MVYAR T —AHF
+— AEERBRFERAFINTREZEDNBERRQ
AW AR # H0.69% % B0.51%FTE £ & 5
119,000 7T ©



Consolidated Statement of

Cash Flows
— g =
meBRESRER
For The Year Ended 31 December 2016 BZ —ZE— XF+_-_A=+—HILtFE
2016 2015
—E-XRF "T—hF
HK$°000 HK$’000
FET FHT
OPERATING ACTIVITIES RESTH
Profit before taxation B 25 AT A1) 356,994 470,398
Adjustments for: E’Jﬂ% :
Share of profits of associates SORI=l: NI b v (86,429) (178,625)
Share of profit of a joint venture SME—EEEERR (57) -
Finance costs B E A 25,567 37,371
Depreciation of property, Y% BEMEETE
plant and equipment 80,421 63,406
Release of prepaid lease payments RN HERIE 2,097 2,185
Depreciation of investment REMERE
properties 4,873 5,417
Amortisation of intangible assets BiEEEEE 45,694 45,403
Interest income B A (2,043) (6,463)
Interest income on long-term R B FE MR IE B FI B U A
receivables (1,039) (3,152)
Government grants for acquisition of WEEE ~ B N RIER
property, plant and equipment BB & (1,686) (653)
Loss (gain) on disposal of property, HEME - BE KRB
plant and equipment E518 (Yam) 730 (2,525)
(Reversal) recognition of write-down (B M) B FERR
on obsolete inventories (227) 927
Recognition of impairment on R R W IBERE
long-term receivables - 4,990
Loss on disposal of subsidiaries HEMBARER - 6,078
Operating cash flows before HEEPPINCEEBR S
movements in working capital mE 424,895 444 857
Increase in inventories FEEM (27,703) (4,658)
Increase in trade and bills receivables & 5 g I 7R IE K JE U Z= 48 1% 0 (146,308) (88,979)
(Increase) decrease in other receivables, H i fEUFIE - AR FRIB &
prepayments and deposits e () (2,504) 7,786
Increase in amounts due from JRE 5 B 32 75 FRIEAE AN
related parties (16,541) (3,604)
Decrease in trade and bills payables B S5 REMAFIENENEE
i lIp AN 48,786 104,355
Decrease in other payables and accruals — E {th FE{f 5118 K fE=T & A
= hnE > 26,593 8,774
Cash generated from operations KEEFIRE 307,218 468,531
Income taxes paid ERP1EH (73,220) (98,066)
Interest paid ERTFLE (25,444) (37,954)

2016 FEHRE BEEIERERBRAF
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Consolidated Statement of

Cash Flows
- g =
. \éiﬁﬁ)ﬁzi
For The Year Ended 31 December 2016 BZ —ZE— XF+_A=+—HILtFE
2016 2015
—E-XE —T—HF
HK$°000 HK$’000
FERT FHIT
NET CASH FROM OPERATING KRETEHELRSFE
ACTIVITIES 208,554 332,511
INVESTING ACTIVITIES BEEH
Interest received B B 2,043 6,463
Deposit paid for and purchases of HBEDE BB K&
property, plant and equipment REZ T2 (72,834) (172,938)
Purchases of investment properties e = - (402)
Acquisition of land use right W e 1 b 50 P (7,731) -
Purchases of licenses and franchises Ui & R 12 55 & - (9,399)
Dividend received from an associate B —MEEgE 2 R WMEUR B 157,714 209,784
Proceeds from disposal of property, HEWME BMEMEEBRERIE
plant and equipment 5,869 3,175
Withdrawal of pledged bank deposits ~ $2EX 2 IR 1T 173K - 82,936
Placement of pledged bank deposits & B K IFRITIFR (4,903) (776)
Government grants received for B EME - BE R
acquisition of property, RENESREE
plant and equipment 2,912 3,686
Payment for the acquisition of BEFERMEKE AR
subsidiaries in prior year — (82,400)
Proceeds on disposal of subsidiaries BEFELENBARN
in prior year FriS s8R 4,000 53,375
Acquisition of assets through ERRE-ENBARKEEE
acquisition of a subsidiary - (205,900)
Acquisition of investment in I BE — R & R AR E
an associate (13,335) -
Acquisition of investment in WiE—fEaeEtENRE
a joint venture - (8,825)
NET CASH FROM (USED IN) BEEBELE (EA)
INVESTING ACTIVITIES HEFEE 73,735 (121,221)
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Consolidated Statement of

Cash Flows
LERERER

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

2016 2015
—E—-RE —FT—hF
HK$’000 HK$’ 000
FHET FAET
FINANCING ACTIVITIES B E R E
New bank loans raised FIIRITER 494,760 1,387,422
Repayment of bank borrowings EERTEE (624,454)  (1,394,287)
Proceeds from issue of shares BT TS 508 - 132,307
Repayment to non-controlling interests &8 1 /& A &) A9 FE1E IR =5
of subsidiaries - (22,814)
Dividends paid to non-controlling SATHE T IR R =
interests - (7,512)
Dividends paid BT E (239,886) (399,811)
NET CASH USED IN FINANCING RMETEFEARSFE
ACTIVITIES (369,580) (304,695)
NET DECREASE IN CASH AND ReRBESEEEERDFHE
CASH EQUIVALENTS (87,291) (93,405)
CASH AND CASH EQUIVALENTS R—A—HWBEEK
AT 1 JANUARY BE&LEER 299,771 406,290
Effect of foreign exchange rate changes 4N (& R & B 1) 5/ 2 (12,786) (13,114)
CASH AND CASH EQUIVALENTS R+=-—A=+—HH#
AT 31 DECEMBER, REPRESENTED BHERREEEER
BY BANK BALANCES AND CASH RREBETEHERIRS 199,694 299,771
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Notes to the Consolidated
Financial Statements

eI ERRME

GENERAL

The Company was incorporated in the Cayman Islands
on 11 November 2008 as an exempted company with
limited liability and its shares are listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Its ultimate controlling party is Mr. Cai Xiao
Ming, David (the “Controlling Shareholder”). The address
of the registered office of the Company is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands and its principal place of business
is Room 1201, 12/F, AXA Centre, 151 Gloucester Road,
Wanchai, Hong Kong.

The Company is an investment holding company. The
principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are engaged in
provision of the printing of cigarette package,
manufacturing of laminated papers, printing of packages
and decoration matters, research and development on
printing technology, wholesale, import and export of the
packaging products and other related services.

The consolidated financial statements are presented in
Hong Kong dollars (“‘HK$") and the Company’s functional
currency is Renminbi (“RMB”) that mainly influences the
operation of the Group’s significant entities.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE
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Notes to the Consolidated
Financial Statements

eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

2.

APPLICATION OF NEW AND

AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS

(“HKFRSs”)

Amendments to HKFRSs that are mandatorily

effective for the current year

The Group has applied the following amendments to
HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) for the first time in the

current year:

Amendments to HKFRS 11 Accounting for Acquisitions of
Interest in Joint Operations
Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 Clarification of Acceptable
and HKAS 38 Methods of Depreciation
and Amortisation
Amendments to HKAS 16 Agriculture: Bearer Plants

and HKAS 41

Amendments to HKFRS 10 Investment Entities: Applying the
HKFRS 12 and HKAS 28 Consolidation Exception

Amendments to HKFRSs Annual Improvements to
HKFRSs 2012-2014 Cycle

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

statements.
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Notes to the Consolidated
Financial Statements

eI ERRME

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

2.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

Amendments to HKAS 1 “Disclosure Initiative”

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

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

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

2.
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Notes to the Consolidated
Financial Statements

eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

New and amendments to HKFRSs in issue but not

yet effective

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

not yet effective:

HKFRS 9

HKFRS 15

HKFRS 16

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 10

and HKAS 28

Amendments to HKAS 7

Amendments to HKAS 12

! Effective for annual periods beginning on or after 1 January 2018
2 Effective for annual periods beginning on or after 1 January 2019

8 Effective for annual periods beginning on or after a date to be

determined

4 Effective for annual periods beginning on or after a 1 January

2017

Financial Instruments’

Revenue from Contracts with
Customers and the related
Amendments'

Classification and Measurement
of Share-based Payment
Transactions'

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts'

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®

Disclosure Initiative®

Recognition of Deferred Tax
Assets for Unrealised Losses*
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Notes to the Consolidated
Financial Statements

eI ERRME

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

2.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

HKFRS 9 “Financial Instruments”

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

Key requirement of HKFRS 9 which is relevant to the
Group is:

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

Based on the Group’s financial instruments and risk
management policies as at 31 December 2016, except
for the expected credit loss model that may result in early
provision of credit losses which are not yet incurred in
relation to the Group’s financial assets measured at
amortised cost, however, it is not practicable to provide a
reasonable estimation to the effect until the Group
performed a detailed review.

2.
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2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS
15 will supersede the current revenue recognition
guidance including HKAS 18 “Revenue”, HKAS 11
“Construction Contracts” and the related interpretations
when it becomes effective.

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

° Step 1: ldentify the contract(s) with a customer

° Step 2: Identify the performance obligations in the
contract

° Step 3:  Determine the transaction price

° Step 4: Allocate the transaction price to the
performance obligations in the contract

e Step 5: Recognise revenue when (or as) the entity

satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when (or
as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular
performance obligation is transferred to the customer.
Far more prescriptive guidance has been added in
HKFRS 15 to deal with specific scenarios. Furthermore,
extensive disclosures are required by HKFRS 15.
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2.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

HKFRS 15 “Revenue from Contracts with
Customers” (continued)

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

The directors are in the process of assessing the potential
impacts of HKFRS 15 in respect of the Group’s contracts
with customers, in particular, the impact on the amounts
reported in respect of the Group’s printing of cigarette
packages activities that are currently recognised at a
point in time. Under HKFRS 15, revenue should be
recognised over time if the entity’s performance does not
create an asset with an alternative use and the entity has
an enforceable right to payment for the performance
completed up to date. However, it is not practicable to
provide a reasonable estimate of the effect of HKFRS 15
until the Group performs a detailed review. In addition,
the application of HKFRS 15 in the future may result in
more disclosures in the consolidated financial statements.

HKFRS 16 “Leases”

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

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by a
customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is
replaced by a model where a right-of-use asset and a
corresponding liability have to be recognised for all leases
by lessees, except for short-term leases and leases of
low value assets.
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2.

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

HKFRS 16 “Leases” (continued)

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

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

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

Furthermore, extensive disclosures are required by
HKFRS 16.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSSs”) (continued)

HKFRS 16 “Leases” (continued)

As at 31 December 2016, the Group has non-cancellable
operating lease commitments of HK$860,000 as
disclosed in note 38. A preliminary assessment indicates
that these arrangements will meet the definition of a lease
under HKFRS 16, and hence the Group will recognise a
right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value or
short-term leases upon the application of HKFRS 16. In
addition, the application of new requirements may result
in changes in measurement, presentation and disclosure
as indicated above. However, it is not practicable to
provide a reasonable estimate of the financial effect until
the directors of the Company complete a detailed review.

Amendments to HKAS 7 Disclosure Initiative

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

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

Except as described above, the directors of the Company
anticipate that the application of other new and
amendments to HKFRSs in issue but not yet effective will
have no material impact on the Group’s consolidated
financial statements.
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3.

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been
prepared on the historical cost basis at the end of each
reporting period, as explained in the accounting policies
set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

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

A fair value measurement of non-financial asset takes into
account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant that
would use the asset in its highest and best use.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

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

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

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

The principal accounting policies are set out below.

Basis of consolidation

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

o has power over the investee;

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

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

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Group’s
relevant components of equity including reserves and the
non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-
controlling interests are adjusted after re-attribution of the
relevant equity component, and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of
the consideration received and the fair value of any
retained interest and (i) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts
previously recognised in other comprehensive income in
relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39,
when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations

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

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

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

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

° assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5 “Non-
current Assets Held for Sale and Discontinued
Operations” are measured in accordance with that
standard.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

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

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

When the consideration transferred by the Group in a
business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its
acquisition-date fair value and included as part of the
consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are
adjusted retrospectively, with the corresponding
adjustments made against goodwill. Measurement period
adjustments are adjustments that arise from additional
information obtained during the “measurement period”
(which cannot exceed one year from the acquisition date)
about facts and circumstances that existed at the
acquisition date.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

The subsequent accounting for the contingent
consideration that do not qualify as measurement period
adjustments depends on how the contingent
consideration is classified. Contingent consideration that
is classified as equity is not remeasured at subsequent
reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured to
fair value at subsequent reporting dates, with the
corresponding gain or loss being recognised in profit or
loss.

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

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost as established at the date of acquisition of the
business (see the accounting policy above) less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating units (or groups
of cash-generating units) that is expected to benefit from
the synergies of the combination, which represent the
lowest level at which the goodwill is monitored for internal
management purposes and not larger than operating
segment.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment annually or more frequently when there is
indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for
impairment before the end of that reporting period. If the
recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill and then to the other assets on a
pro-rata basis based on the carrying amount of each
asset in the unit (or group of cash-generating units).

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.

The Group’s policy for goodwill arising on the acquisition
of an associate and a joint venture is described below.

Investments in associates and a joint venture

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies.

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is
the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the
relevant activities require unanimous consent of the
parties sharing control.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and a joint venture
(continued)

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and a joint venture
(continued)

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

When the Group ceases to have significant influence over
an associate or joint control over a joint venture, it is
accounted for as a disposal of the entire interest in the
investee with a resulting gain or loss being recognised in
profit or loss. When the Group retains an interest in the
former associate or joint venture and the retained interest
is a financial asset within the scope of HKAS 39, the
Group measures the retained interest at fair value at that
date and the fair value is regarded as its fair value on
initial recognition. The difference between the carrying
amount of the associate or joint venture and the fair value
of any retained interest and any proceeds from disposing
the relevant interest in the associate or joint venture is
included in the determination of the gain or loss on
disposal of the associate or joint venture. In addition, the
Group accounts for all amounts previously recognised in
other comprehensive income in relation to that associate
or joint venture on the same basis as would be required if
that associate or joint venture had directly disposed of
the related assets or liabilities. Therefore, if a gain or loss
previously recognised in other comprehensive income by
that associate or joint venture would be reclassified to
profit or loss on the disposal of the related assets or
liabilities, the Group reclassifies the gain or loss from
equity to profit or loss (as a reclassification adjustment)
when the equity method is discontinued.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and a joint venture
(continued)

The Group continues to use the equity method when an
investment in an associate becomes an investment in a
joint venture or an investment in a joint venture becomes
an investment in an associate. There is no
remeasurement to fair value upon such changes in
ownership interests.

When the Group reduces its ownership interest in an
associate or a joint venture but the Group continues to
use the equity method, the Group reclassifies to profit or
loss the proportion of the gain or loss that had previously
been recognised in other comprehensive income relating
to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of
the related assets or liabilities.

When a group entity transacts with an associate or a joint
venture of the Group, profits and losses resulting from
the transactions with the associate or joint venture are
recognised in the Group’s consolidated financial
statements only to the extent of interests in the associate
or joint venture that are not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Revenue is reduced
for estimated customer returns, rebates and other similar
allowances.

Revenue is recognised when the amount of the revenue
can be reliably measured; when it is probable that future
economic benefits will follow to the Group and when
specific criteria have been met for each of the Group’s
activities, as described below.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)

Revenue from the sale of cigarette packages and
manufacture of laminated papers is recognised when
goods are delivered and titles have passed. Deposits and
instalments received from purchasers prior to meeting
the above criteria for revenue recognition are included in
the consolidated statement of financial position under
current liabilities.

Service income is recognised when services are
provided.

Dividend income from investments is recognised when
the shareholders’ rights to receive payment have been
established.

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected
life of the financial assets to that asset’s net carrying
amount on initial recognition.

The Group’s accounting policy for recognition of revenue
from operating leases is described in the accounting
policy for leasing below.

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as
an expense on a straight-line basis over the lease term.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)

The Group as lessee

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

Leasehold land and building

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

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a
straight-line basis.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies

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

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation
currency of the Group (i.e. HK$) using exchange rates
prevailing at the end of each reporting period. Income
and expenses items are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case,
the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity under the heading of exchange
reserve (attributed to non-controlling interests as
appropriate).
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

On the disposal of a foreign operation (i.e. 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, or a partial disposal of an
interest in a joint arrangement or an associate that
includes a foreign operation of which the retained interest
becomes a financial asset), all of the exchange
differences accumulated in equity in respect of that
operation attributable to the owners of the Company are
reclassified to profit or loss.

On disposal of a subsidiary, joint venture or an associate
that does not satisfy foreign operation, all of the exchange
differences, representing the translation from functional
currency to presentation currency, accumulated in equity
in respect of that operation attributable to the owners of
the Company are transferred to retained profits directly
and are not reclassified to profit or loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the
grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred income in
the consolidated statement of financial position and
transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets.

Government grants that are receivable as compensation
for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with
no future related costs are recognised in profit or loss in
the period in which they become receivable.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme and
other state-managed retirement benefit schemes are
recognised as an expense when employees have
rendered service entitling them to the contributions.

Short-term employee benefits

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

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave)
after deducting any amount already paid.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation

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

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

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in
the consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable that
taxable profits will be available against which those
deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit. In addition, deferred tax
liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries and associates, and interests in joint
ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such
investments and interests are only recognised to the
extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse
in the foreseeable future.

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

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

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in
other comprehensive income or directly in equity, in
which case, the current and deferred tax are also
recognised in other comprehensive income or directly in
equity respectively. Where current tax or deferred tax
arises from the initial accounting for a business
combination, the tax effect is included in the accounting
for the business combination.

Property, plant and equipment

Property, plant and equipment including leasehold land
and buildings held for use in the production or supply of
goods or services, or for administrative purposes (other
than construction in progress as described below), are
stated in the consolidated statement of financial position
at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.

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

Depreciation is recognised so as to write off the cost of
assets other than construction in progress less their
residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes
in estimate accounted for on a prospective basis.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

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

Buildings under development for future owner-
occupied purpose

When buildings are in the course of development for
production or for administrative purposes, the
amortisation of prepaid lease payments provided during
the construction period is included as part of costs of
buildings under construction. Buildings under
construction are carried at cost, less any identified
impairment losses. Depreciation of buildings commences
when they are available for use (i.e. when they are in the
location and condition necessary for them to be capable
of operating in the manner intended by management).

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation (including property under
construction for such purpose).

Investment properties are initially measured at cost,
including any directly attributable expenditure.
Subsequent to initial recognition, investment properties
are stated at cost less subsequent accumulated
depreciation and any accumulated impairment losses.
Depreciation is recognised so as to write off the cost of
investment properties over their estimated useful lives
and after taking into account their estimated residual
value, using the straight-line method.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investment properties (continued)

Construction costs incurred for investment properties
under construction are capitalised as part of the carrying
amount of the investment properties under construction.

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

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
recognised on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being
accounted for on a prospective basis. Intangible assets
with indefinite useful lives that are acquired separately are
carried at cost less any subsequent accumulated
impairment losses (see the accounting policy in respect
of impairment losses on tangible and intangible assets
below).

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Intangible assets (continued)

Intangible assets acquired in a business
combination (continued)

Subsequent to initial recognition, intangible assets
acquired in a business combination with finite useful lives
are reported at costs less accumulated amortisation and
any accumulated impairment losses, on the same basis
as intangible assets that are acquired separately (see the
accounting policy in respect of impairment losses on
tangible and intangible assets below).

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.

Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred. When no
internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in
the period in which it is incurred.

Impairment on tangible and intangible assets other

than goodwill (see the accounting policy in respect

of goodwill above)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent
of the impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a
reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be
identified.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment on tangible and intangible assets other
than goodwill (see the accounting policy in respect
of goodwill above) (continued)

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

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount. In
allocating the impairments loss, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets on a
pro-rata basis based on the carrying amount of each
asset in the unit. The carrying amount of an asset is
reduced below the highest of its fair value less costs of
disposal (if measurable), its value in use (if determinable)
and zero. The amount of the impairment loss that would
otherwise have been allocated to the asset is allocated
pro rata to the other assets of the unit. An impairment
loss is recognised immediately in profit or loss.

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

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of inventories are determined on a
weighted average method. Net realisable value
represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to
make the sale.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in
profit or loss.

Financial assets

Financial assets are classified as loans and receivables.
The classification depends on the nature and purpose of
the financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets
within the time frame established by regulation or
convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where
appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including long-term receivables,
trade and bills receivables, other receivables, amounts
due from related parties, pledged bank deposits and
bank balances and cash) are measured at amortised cost
using the effective interest method, less any impairment
(see accounting policy on impairment loss on loans and
receivables below).

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

Impairment of loans and receivables

Loans and receivables are assessed for indicators of
impairment at the end of each reporting period. Loans
and receivables are considered to be impaired where
there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of
the loans and receivables, the estimated future cash
flows of the loans and receivables have been affected.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments (continued)

Financial assets (continued)
Impairment of loans and receivables (continued)
Objective evidence of impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

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

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

Objective evidence of impairment could include the
Group’s past experience of collecting payments, an
increase in the number of delayed payments past the
average credit period of 90 days, observable changes in
national or local economic conditions that correlate with
default on receivables.

The amount of the impairment loss recognised is the
difference between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the financial asset’s original effective
interest rate.

The carrying amount of loans and receivables is reduced
by the impairment loss directly for all loans and
receivables with the exception of trade receivables, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of
the allowance account are recognised in profit or loss.
When trade receivables are considered uncollectible, it is
written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited
to profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of loans and receivables (continued)

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

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in
accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

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

Financial liabilities

Financial liabilities including trade and bills payables,
other payables, amount due to non-controlling interest of
a subsidiary and bank borrowings are subsequently
measured at amortised cost, using the effective interest
method.

3.

EXRGTTHE )

SRMIAE)

SRMEE (&)

B R ES B E ()
HWREREM . REBESERD
i %8 D BB B RE SRR B 12 B A
=HAR BLAEROREESIES
BEEEE - ZEERBRRER
HA R BR (B NS BB E I S FE SRR (E
1B TR M B A A -

TRMEERESZTA

SEERBTNEKREETATR
BRRAOLHFNEERSREBE
LEGTANTEEDBEALRAMENK

WS o

EmTA
BETADNERAAEERNBAMES
EEMEETHEFSREZNEME
B o RRRIFAETHERE TAKREN
FTS FIER B BT AR -

e LT
SRARERSEARERENE
B R RR RN A
RIFEERE S BB RIS - 2 F
SRRk s PR BB 5 B B
A -

2016 FEHRE BEEIERERBRAF

101



102

Notes to the Consolidated
Financial Statements

eI ERRME

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount
on initial recognition. Interest expense is recognised on
an effective interest basis.

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

On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative
gain or loss that had been recognised in other
comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit
or loss.
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4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 3, the directors of the
Company are required to make judgments, estimates
and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from
these estimates.

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

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

Estimated impairment of goodwill and intangible
assets

Determining whether goodwill and intangible assets are
impaired requires an estimation of the recoverable
amount of the cash-generating units to which goodwill
and intangible assets have been allocated, which is the
higher of the value in use or fair value less costs of
disposal. The value in use calculation requires the Group
to estimate certain assumptions, including the discount
rate, terminal growth rate, gross margin and sales growth
rate in order to derive the net present value of the
discounted future cash flow model. Where the actual
future cash flows are less than expected, or change in
facts and circumstances which results in downward
revision of the recoverable amount, a material impairment
loss may arise.
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4.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimated impairment of goodwill and intangible
assets (continued)

As at 31 December 2016, the carrying amount of
goodwill and intangible assets are HK$1,029,637,000
(2015: HK$1,061,335,000) and HK$232,767,000 (2015:
HK$283,503,000) respectively, and no impairment loss
was recognised during the years ended 31 December
2016 and 2015. Details of the recoverable amount
calculation are set out in notes 20 and 21.

Estimated impairment loss of trade receivables

The Group makes allowance for doubtful debts based on
an assessment of the recoverability of trade receivables.
Allowance is applied to trade receivables where events or
changes in circumstances indicate that the balances may
not be collectible. In determining whether an allowance
for doubtful debts is required, the Group takes into
consideration of the credit history including default or
delay in payments, settlement records, subsequent
settlement and ageing analysis of the trade receivables.
Where the expectation of the recoverability of trade
receivables is different from the original estimate, such
difference will impact the carrying value of trade
receivables and allowance for doubtful debts in the
period in which such estimate has changed.

As at 31 December 2016, the carrying amount of trade
receivables, net of impairment loss, is HK$837,808,000
(2015: carrying amount of HK$700,971,000).

4,
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5. REVENUE
Revenue represents revenue arising on sale of cigarette
packages and laminated papers for the year. An analysis
of the Group’s revenue for the year is as follows:

5. Wz
WaHEFAHERERRREARE

HEHRE - FRAEBUESHTT -

2016 2015

—E-RE —E2—HF

HK$’000 HK$'000

FHET FHT

Printing of cigarette packages ENRIEE e % 1,365,801 1,446,422
Manufacturing of laminated papers ~ £liE1E & 4 41,408 48,539
1,407,209 1,494,961

6. SEGMENT INFORMATION

Information reported to the executive directors of the
Company, being the chief operating decision maker
(“CODM”), for the purposes of resource allocation and
assessment of segment performance focuses on types of
goods delivered or services provided. No operating
segments identified by the CODM have been aggregated
in arriving at the reportable segments of the Group.

The Group’s operating and reportable segments currently
are (i) printing of cigarette packages and (i) manufacturing
of laminated papers. The CODM considered the Group
has two operating and reportable segments which are
based on the internal organisation and reporting
structure. This is the basis upon which the Group is
organised.

The provision of printing of books services was presented
as discontinued operation in 2014. The segment
information reported below does not include any amounts
for this discontinued operation, which is described in
more detail in note 11.
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6. SEGMENT INFORMATION (continued)
Segment revenues and results
The following is an analysis of the Group’s revenue and
results from continuing operations by reportable and
operating segment.

For the year ended 31 December 2016

Continuing operations

6.

7 ERE R ()
v ONE T
AT RAEBIZARE REEDHH
DB S EBRE R EEH -

I

E-E-AF+ZA=+—HLHF

JF

My

TR LR

Printing Manufacturing

of cigarette  of laminated

packages papers Total
HRIEEaE HEBEEK mst
HK$’000 HK$’000 HK$’000
FERx FEx FEx
Segment revenue o B 1,365,801 41,408 1,407,209
Segment profit pak= gl 400,899 10,913 411,812
Unallocated — otherincome K9 — EAMUW AR
and other gains and losses H gz & E518 25,683
Unallocated expenses AOERAY (141,420)
Finance costs BE A (25,567)
Share of profits of associates 9 {EE#: & A 7% £l 86,429
Share of profit of a joint venture 5 — B4 & 1> 235 5 57
Profit before taxation BREEANER (L&
(continuing operations) EY) 356,994
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6.

—RNFE+ZA=T—BILFE

SEGMENT INFORMATION (continued) 6. DEFERE)
Segment revenues and results (continued) PWMBRARERE (2
For the year ended 31 December 2015 BE-_Z—hAf+=-B=+—HL#E
E
Continuing operations FER SR
Printing  Manufacturing
of cigarette of laminated
packages papers Total
ENfml & 1E B 5 REEEH et
HK$'000 HK$'000 HK$'000
FET TET FET
Segment revenue =it 1,446,422 48,639 1,494,961
Segment profit 7 b A 448,821 12,518 461,339
Unallocated — other income — F®o 8 — EfUg ALK
and other gains and losses Hpth o 518 31,100
Unallocated expenses AAEERE (157,217)
Finance costs Eﬁiﬁﬁ$ (37,371)
Share of profit of an associate 5 — B & A &% F 178,625
Profit before taxation BriATER (R L&
(continuing operations) ESY 476,476
The accounting policies of the operating segments are REDE R 2 st S B YT s 3 Fr it AN
the same as the Group’s accounting policies described EEMeTHEMRR -

in note 3.

Segment profit represents the profit earned by each
segment without allocation of corporate management
expenses, directors’ emoluments, share of profits of
associates, share of profit of a joint venture, finance
costs, taxation, unallocated income, other gains and
losses, and expenses. This is the measure reported to
the CODM for the purposes of resource allocation and
performance assessment.

All of the segment revenue reported above is from
external customers.
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6.

SEGMENT INFORMATION (continued) 6. DIERE)
Segment assets and liabilities PHEERAE
The following is an analysis of the Group’s assets and T AREEZRAREREEDEE
liabilities by reportable and operating segment: PHEBERBED :
Segment assets DEPEE
2016 2015
—E-XRF T-hfF
HK$’000 HK$’000
FHERT FHIT
Printing of cigarette packages ENml & 12 B 5 1,651,533 1,569,605
Manufacturing of laminated papers — RUiEE & 4K 40,404 36,660
Total segment assets DEHEELE 1,691,937 1,606,265
Unallocated property, ROBLWZE - BB M EE
plant and equipment 99,279 99,473
Prepaid lease payments TEHEERIE 80,341 79,338
Investment properties BREME 172,070 185,636
Goodwill EES 1,029,637 1,061,335
Intangible assets mEEE 232,767 283,503
Interests in associates NG Lo = 2 551,899 643,224
Interest in a joint venture R—RE&E QRS 8,222 8,644
Long-term receivables REAEWRIE = 15,720
Deposits for property, MWE - BEREEZENH
plant and equipment e 1,732 21,966
Other receivables, prepayments HubpEURRIR « TS 718
and deposits Eisn 68,551 54,747
Amount due from a shareholder FEU — 2 IR R A FRIE 12,236 3,449
Tax recoverable EEEE 3,028 3,164
Pledged bank deposits EHERRITER 6,731 2,173
Bank balances and cash RITHEB LIRS 199,694 299,771
Consolidated assets MEEE 4,158,124 4,368,408
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6. SEGMENT INFORMATION (continued) 6. DEFERE)
Segment assets and liabilities (continued) ITHEEREE(E)
Segment liabilities PHEE
2016 2015
—E-XRF "T-hfF
HK$’000 HK$’000
FTHERT TET
Printing of cigarette packages ENfm & 1B 5 311,768 278,389
Manufacturing of laminated papers — HiE1E A& 4% 1,392 3,769
Total segment liabilities DEaEE 313,160 282,158
Other payables and accruals Hib Jfgtfﬁ,mléi KMIEFTER 130,071 120,231
Amount due to non-controlling AT —FEIB B A B] 1R
interest of a subsidiary TSI 3,775 -
Bank borrowings RITEE 677,810 813,673
Income tax payable FEAST PR AR 52,418 54,927
Deferred tax liabilities BEREAE 71,334 78,141
Government grants BB & 34,396 36,164
Consolidated liabilities meRafs 1,282,964 1,385,294
Segment assets represent certain property, plant and PHEERREEGBEREBALE R
equipment, trade and bills receivables, amount due from A2/ EHETYE  BEME
a related company and inventories which are directly B S ENGRIE R EREE - B —H
attributable to the relevant operating and reportable BERNRIFBARGTE - DEEER
segment. Segment liabilities represent trade and bills RERFBNERLE R 2R E
payables which are directly attributable to the relevant E’Jf’f%ﬁ“ih‘?hlﬁ&rgh‘ﬁﬁ Itk 5 3k
operating and reportable segment. These are the DEERMKTEDIBRRAEEEE
measures reported to the CODM for the purpose of REEEROGTE A o

resource allocation and assessment of segment

performance.
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6. SEGMENT INFORMATION (continued) 6. oEER#E)
Segment assets and liabilities (continued) ITHEERAEE(E)
Other segment information Hith 5 ZBE K
2016 —E-RE

Printing of Manufacturing

cigarette of laminated Segment
packages papers total Unallocated Total
HREEEE REELRK AHEE AR st

HK$’000 HK$’000 HK$000 HK$'000 HK$’000
TER TER TER TER TER

Amounts included in the =24 253 Fsk

measurement of BEIHHEE
segment profitor loss ~ FFEF AR S E
or segment assets:

Addition to non-current REIERENEE

assets 83,062 1,069 84,131 6,283 90,414
Depreciation and FrEREE
amortisation 78,893 1,043 79,936 53,149 133,085

(Gain) loss on disposal  HEME  BER
of property, plantand &) (U35)

equipment BB (245) (1) (246) 976 730
Reversal of write-down  EEIHFIREFS

on obsolete

inventories (227) - (227) - (227)
Amounts regularly EHRTELE

provided to the CODM & & 124t -
but not included inthe  BIF ER =&
measure of segment A &R FISER

profit or loss: ERIN:k--E
Interest income FEBA (859) (1,086) (1,945) (98) (2,043)
Interest expense MERL 7,729 - 7,729 17,838 25,567
Taxation I8 55,491 2,520 58,011 11,749 69,760
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6. SEGMENT INFORMATION (continued) 6. oEER#E)
Segment assets and liabilities (continued) PHEERAE(E)
Other segment information (continued) HihpEHER (&)
2015 —m_ma&

Printing of Manufacturing

cigarette  of laminated Segment
packages papers total  Unallocated Total
MRIEERE HEEAH DA AAE @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TET THT TAT

Amounts included in the 2% Z53& F3k

measurement of BEIHHEE
segment profitor loss ~ FFEF ARG E
or segment assets:

Addition to non-current  RE IEREEE

assets 142,786 1,139 143,925 218,184 362,109
Depreciation and rEREH

amortisation 63,496 912 64,408 52,003 116,411
Recognition of R RMAEKE

impairment on pEAE]

long-term receivables - - - 4,990 4,990

Loss (gain) on disposal  HHEWE - FiE &
of property, plantand R EHEE (Ukzs)

equipment 145 132 277 (2,802) (2,525)
Recognition of BERMBRETE

write-down on

obsolete inventories 927 - 927 - 927
Amounts regularly EHMTELE

provided to the CODM SR &2t -
but not included inthe  BIF &R &
measure of segment A &R FISEE

profit o loss: EEIN:EE
Interest income FIEMA (2,839) (1,056) (3,895) (2,568) (6,463)
Interest expense FBAX 7,950 - 7,950 20,421 37,371
Taxation WE 60,634 3,052 63,686 16,110 79,796
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6.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

SEGMENT INFORMATION (continued)

Revenue from major products and services

An analysis of the Group’s revenue from continuing
operations from its major products and services is set out
in note 5.

Geographical information
The Group’s operations are located in Hong Kong and
the PRC (country of domicile).

Information about the Group’s revenue from continuing
operations from external customers is presented based
on the geographical market irrespective of the origin of
goods/services. Information about the Group’s non-
current assets is presented based on the geographical
location of the assets.

6.

7 ERE R ()
TEERRRS R
BRASERBEEEBNERES
R SRS ST - BAAHIRES -

i EE R
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j’ggo

FRASERBIIMBEPNFELE
EHBENER - DIRBEHETE 2
5 mAwREY/ RGN - B
MASEFERBDEENER  HiRE
ENMIELEZS -

Revenue from external

customers Non-current assets (Note)
REIMBEF WS FERBEE (MizE)

2016 2015 2016 2015

—E-RE —ZE—AHF —E-RFE ZZTE-HF
HK$’000 HK$’000 HK$°000 HK$’000
FHET FHET FET FHET
PRC el 1,407,209 1,494,961 2,060,713 2,191,440
Hong Kong B8 - - 220,026 222,329
1,407,209 1,494,961 2,280,739 2,413,769

Note: Non-current assets excluded those relating to long-term
receivables, interests in associates, interest in a joint venture and
deposits for property, plant and equipment.
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6.

SEGMENT INFORMATION (continued) 6. oEER#E)
Information about major customers EBRXTEEFWER
Revenues from customers of the corresponding years REEFERERFAEAREEBH
contributing over 10% of the total sales of the Group are B 10% I T
as follow:
2016 2015
—E—XRE —E—RF
HK$’000 HK$’000
FHET FHT
Customer A (Note) EPAMEE) 432,314 546,204
Customer B (Note) EFB(MiFE) 153,741 164,367
Note: Revenue from printing of cigarette packages. Wiz 2k 8 BRI E e sy 25 -
OTHER INCOME 7. HMA
2016 2015
—E—XRE —E—R4F
HK$’000 HK$'000
FHET FHBT
Continuing operations BEREER
Interest on bank deposits RITHERFE 2,043 6,463
Sales of scrap materials tHERER 3,066 3,514
Processing fee income MIBUA 502 481
Rental income el A 1,303 2,246
Government grants (Note) SRR e AN EED) 16,388 6,949
Interest income on long-term R AR UGRIE R A EHA
receivables 1,038 3,152
Sundry income HMIFIT A 1,523 5,822
25,863 28,627

Note: Government grants were received from the government of the

PRC mainly as incentives granted by local authority for
encouragement of its business development and innovation
except for an amount of HK$1,686,000 (2015: HK$553,000)
which was granted for the acquisition of property, plant and
equipment. These grants are accounted for as financial support
with no future related costs expected to be incurred nor related
to any assets.

M BURHB 2 HDIRE P BB - T2 R
TERAEBEBER LA MR LN
REE  HEREDE - BERREN
% 191,686,000/ 7L ( —F — F F -
563,000/ 7T ) FR 41 © % F /B S YA
RIMER B EBR) - MR GELERR
FARBRA - BER(EEEEEE -
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8. OTHER GAINS AND LOSSES 8. HftmkEE
2016 2015
—E-RFE ZZT—hEF
HK$’000 HK$’000
FER FHT
Continuing operations HEREXEL

Net foreign exchange gains (losses)  #MNEUzS (E518) %58 550 (52)

(Losses) gains on disposal of HEYE - WEKEE (BE)
property, plant and equipment e (730) 2,525
(180) 2,473

9. FINANCE COSTS 9. BMERAK
2016 2015
—E-RFE ZZT—hF
HK$°000 HK$’000
FERT FHT
Continuing operations BHEREEK

Interest on bank loans IRITE A B 25,567 44,793

Less: amounts capitalised in B BBEREEKRAFETR
the cost of qualifying assets BEAR TR = (7,422)
25,567 37,371
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10. TAXATION 10. B
2016 2015
—E-XRF CE-hfF
HK$’000 HK$'000
FER FHT
Continuing operations HFEREXER
Current tax: NERFRIA -
The People’s Republic of China REAREME([FRE])
(the “PRC”) EMEHR (TR
Enterprise Income Tax (“EIT”) Frigat ) 60,615 68,478
Withholding tax T 14,824 26,437
75,439 94,915
Overprovision of EIT in prior year BEEEPEMESHBERE (1,676) (3,872)
Deferred tax (Note 33): EAEFLIE (F5E33) -
Current year KEE (4,003) (11,247)
69,760 79,796

No provision for taxation in Hong Kong has been made
as the Group’s income neither arises in, nor is derived

from, Hong Kong.
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10. TAXATION (continued)

The PRC EIT is calculated at the applicable prevailing tax
rates from 15% to 25% (2015: 15% to 25%) in the PRC.
Pursuant to the “Enterprise Income Tax Law for Foreign
Investment Enterprises and Foreign Enterprises”, some
PRC subsidiaries, being a High-Tech Enterprise, were
entitled to a reduced EIT rate of 15% for the years from
2013 to 2018.

Upon the New Tax Law and Implementation Regulations,
PRC withholding income tax is applicable to dividends
payable to investors that are “non-PRC tax resident
enterprises”, which do not have an establishment or
place of business in the PRC, or which have such
establishment or place of business but the relevant
income is not effectively connected with the
establishment or place of business, to the extent such
dividends have their sources within the PRC. Under such
circumstances, dividends distributed from the PRC
subsidiaries to non-PRC tax resident group entities shall
be subject to the withholding income tax at 10% or lower
tax rate, as applicable. Under the relevant tax treaty,
withholding tax rate on distribution to Hong Kong resident
companies is 5%. Deferred taxation has been provided
on undistributed earnings of all subsidiaries and
associates and a joint venture (as detailed in note 33).

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016
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Notes to the Consolidated
Financial Statements

eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

10. TAXATION (continued) 10. BIE (&)
The tax charge for the year can be reconciled to the profit FARBSHEGSEBEEEMEE
before taxation per the consolidated statement of profit WRHRKRMRBRTADE NV E RN T -

or loss and other comprehensive income as follows:

2016 2015
—E—-RE —E—Ah%F
HK$°000 HK$’000
FHET FHT
Profit before taxation BRI ADE A (R B F4E
(from continuing operations) KT ) 356,994 476,476
Tax at the applicable rate of 25% REATE25%
(2015: 25%) (Note) ZT—hF :25%)
S ERFIE (M) 89,249 119,119
Tax effect of share of profits of paK[aY: ik /& Ala A HY
associates M5 (21,607) (44,656)
Tax effect of share of profit of ME—HEE **ﬁ%mf &9
an joint venture Mg E (14) -
Tax effect of expenses not PAHMB ARG E
deductible for tax purpose 22,115 23,967
Tax effect of income not taxable for R FUTA BT TG £
tax purpose (473) (997)
Overprovision in respect of prior years 81T F [Z B EE B (1,676) (3,872)
Tax effect of deductible temporary ~ REEFRA] ?D FRETRE =AY
differences not recognised Tz 59 232
Tax effect of tax losses not RIER %RIEJESTE W E
recognised 860 -
Income tax on concessionary rate REBEHEFTERNMEH (35,054) (38,317)
Deferred tax on undistributed NIl =YN NG
earnings of PRC subsidiaries/ AR5 R 2 A ) IR RE A I8
associates 16,301 24,320
Tax charge for the year (relating to  ERHIBES H (B EEHE
continuing operations) IEZETE) 69,760 79,796
Note: The applicable tax rate of 25% represents the applicable income ffsE i@ A R 25% R R AL AP BRI &2
tax rate of the subsidiaries in Shenzhen and Anhui in the PRC HEOMBARMERMAEHRREE » MZ
which constitute the substantial part of the Group’s operation for ERB AT AERHE _E—REKR
the years ended 31 December 2016 and 2015. —E-RFFT-_A=F+—HILEFENK

EIBZE

2016 FEHRE BEEIERERBRAF
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Financial Statements

eI ERRME

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

11. DISPOSAL OF SUBSIDIARIES/

DISCONTINUED OPERATIONS %

On 12 January 2015, the Group disposed of its provision
of printing of books business to an independent third
party. The disposal is consistent with the Group’s long-
term policy to focus its activities on the printing of
cigarette packages business for PRC cigarette

manufacturers.

ENRI&EERE -

11. HEHB AR, CRIEEXE

R-T—hFE—A+-H A&EMA
—EBEUE=FHEHE
HEFBEEASEENRHBR %
BETEBEHNATEEELER

FEENRI 75

The results from the discontinued operations for 2015 are RIEGREEBR T —LFNER
analysed as follow: ST
2016 2015
—B-AF —ZT-RF
HK$’000 HK$’000
FHERT TET
Loss on disposal of provision of HeEE AR E R ER
printing of books operations - (6,078)
Cash flow from discontinued BRI S REH R E
operations
Net cash inflow from investing REEHEENRESRA
activities HER - 53,375
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Financial Statements

eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

12. PROFIT FOR THE YEAR FROM
CONTINUING OPERATIONS

12, FEKEXBHFERR

2016 2015
ZB-ARE —E-RF
HK$’000 HK$’000
FEx FET
Profit for the year from continuing A (GTA) IO S TBESE
operations has been arrived at REEBNF R R -
after charging (crediting):
Staff costs: BIMA :
Directors’ emoluments (Note 13) EE=ME (KE13) 2,658 2,824
Other staff costs Hh B TR
Salaries and other benefits e REAMBR 106,083 101,828
Contributions to retirement benefits RRREFIET IR
schemes 9,383 10,655
Total staff costs BIMALE 118,124 115,307
Less: capitalised in inventories B R FERERE (83,318) (69,454)
34,806 45,853
Auditor’s remuneration REEE & 3,832 4,292
Cost of inventories recognised as BRAERIHEERAR
expenses 942,848 973,043
Depreciation of property, plant and WE  BERREBITE
equipment 80,421 63,406
Depreciation of investment properties REMERE 4,873 5,417
Release of prepaid lease payments BRIENAERE 2,097 2,185
Amortisation of intangible assets B EE#EGIAEE
(included in cost of sales and PR RATE X )
administrative expenses) 45,694 45,403
Total depreciation and amortisation WER#EHESE 133,085 116,411
Less: capitalised in inventories B REERERL (104,922) (89,946)
28,163 26,465

2016 FEHRE BEEIERERBRAF
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eI ERRME

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

12. PROFIT FOR THE YEAR FROM

CONTINUING OPERATIONS (continued)

12.

FREEXBNEERN (@)

2016 2015
ZB-ARE —E-hF
HK$’000 HK$'000
THET FET
Operating lease rentals in respect of ERHEAMENKEHERS
rented premises 2,560 3,568
(Reversals) recognition of write-down (B ) R R &7 S HUR
on obsolete inventories (included in (Gt ABEERAK)
cost of sales) (227) 927
Recognition of impairment on long-term T2 -& M E W IE R E
receivables — 4,990
Research and development costs TR AR X BT EER A
recognised as an expense (included in GTAEMBFL)
other expenses) 4,216 3,625
Shares of taxation of associates DR E N AR 16,282 32,511
Gross rental income from investment REMENHS AL
properties (1,480) (2,577)
Less: direct operating expenses incurred & FREAFAL AR
for investment properties that generated B &Y EFEAEM B E
rental income during the year HERY 177 331
(1,303) (2,246)
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Notes to the Consolidated
Financial Statements

eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

13. DIRECTORS’ AND CHIEF EXECUTIVE’S 13. EERITHRAR FHH
EMOLUMENTS
The emoluments paid or payable to each of the 7 (2015: ENSENTE(ZE—RF 9R)E
9) directors were as follows: EHENE T
For the year ended 31 December 2016 BE-_E—~"E+=-A=+—HLEF
E

Other emoluments
Het M
Contributions
Salaries to retirement

and other benefits Total
Fees benefits scheme emoluments
HeR BIRER
ue Hin@F HE L BEm
HK$’000 HK$’000 HK$’000 HK$°000
THET TAET FHT TER
Executive Directors HITES
Mr. Cai Xiao Ming, David ~ ZXEERR 4
(Chief Executive) (THEE) - 60 3 63
Mr. Qin Song IR - 1,396 28 1,424
Mr. Peng Guoyi TEERE - 753 28 781
Non-Executive Directors ~ JE#i1TE =
Ms. Li Li ES ot - - - -
Independent Non-Executive YB3 JEH11T
Directors S
Mr. Lam Ying Hung, Andy ~ #REEB 5L 4 130 - - 130
Mr. Lui Tin Nang BREEE 130 - - 130
Mr. Siu Man Ho, Simon BENFRRE 130 - - 130
390 2,209 59 2,658
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eI ERRME

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

13. DIRECTORS’ AND CHIEF EXECUTIVE’S 13. EERTHARTM 2
EMOLUMENTS (continued)
For the year ended 31 December 2015 BE-_E—FRE+=-A=+—HLE
E
Other emoluments
H fth 357 B
Contributions
Salaries o retirement
and other benefits Total
Fees benefits scheme  emoluments
ek RIRRET
ik H 27 FT &I Pk
HK$000 HK$000 HK$’000 HK$'000
FET FET FET FET
Executive Directors WITESE
Mr. Cai Xiao Ming, David ~ ZXBERR S04
(Chief Executive) (THEE) - 60 3 63
Mr. Kiong Chung Yin, ZHERE
Yttox* - 343 15 358
Mr. Qin Song PIREAE - 1,227 26 1,253
Mr. Peng Guoyi TEERE - 758 26 784

Non-Executive Directors FEHITESE

Mr. Sean Xing He* BNyt - - - _
Ms. LiLi EHiL+ - - - _

Independent Non-Executive YB3 JE511T

Directors 5%
Mr. Lam Ying Hung, Andy ~ #REEB 44 122 - - 122
Mr. Lui Tin Nang EPN:d 122 - - 122
Mr. Siu Man Ho, Simon BNREE 122 - - 122
366 2,388 70 2,824
# Resigned on 22 July 2015 # RZE—RFEtAZ+ZHEHE
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eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

13. DIRECTORS’ AND CHIEF EXECUTIVE’S 13. EERITHARTM (&)

EMOLUMENTS (continued)

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

Mr. Cai Xiao Ming, David is also the chief executive of the
Company and his emoluments disclosed above include
those for services rendered by him as the chief executive.

During the years ended 31 December 2016 and 2015,
no emoluments have been paid by the Group to any of
the directors and the Chief Executive as an inducement
to join or upon joining the Group or as compensation for
loss of office. None of the directors nor the Chief
Executive waived or agreed to waive any remuneration
during the years ended 31 December 2016 and 2015.

EXFRMTEENBME DR REE
CEEEONG) R ES )
1) o EXHRBYHRATESHS
T SRR 5 AR A 8 IR T 2
fi o

EBEPASLLENBARNRRHITRAR
i _E SR ER ) B 2 B2 FE L IR PR (T AT
BABRRE R M R E -

HE_Z-—RFERZZE—0HF+=A
=+—HLEFE  ANEBELEREM
EERTETHRABINME  EA
IR &= B 504 0 A 2N 52 8 B 9 R
REEREE HE T —ARFRER-FT
—HF+ZA=+T—HLFE #HE
EENEETHAEREE(ATIR

2016 FEHRE BEEIERERBRAF
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eI ERRME

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

14. FIVE HIGHEST PAID EMPLOYEES 14. EEEREFEES
Of the five individuals with the highest emoluments in the rEEREBRRFATHEMREG(ZE
Group, two (2015: one) were directors and the Chief —hF: —RB)RARAEERITHE
Executive of the Company whose emoluments are o HENMS IR EXHIFE18 - £
included in the disclosures in note 13 above. The T=%(ZZF—RF : MF) ALK
emoluments of the remaining three (2015: four) individual ST

were as follows:

2016 2015
—E—XRE —E—R4F
HK$’000 HK$’000
FHERT FHBT
Salaries and other benefits e kEMEF 2,966 3,898
Contributions to retirement R FIFT B R
benefits schemes 44 85
3,010 3,983
Their emoluments were within the following bands: BERNMESR THEER :
2016 2015
—E-RFE  ZE—HF
HK$ nil to HK$1,000,000 T2 1,000,000 7T 1 2
HK$1,000,001 to HK$1,500,000 1,000,001 BT E
1,500,000 78 7T 2 2
No emoluments have been paid by the Group to any of BHE-_Z—R"FrN_ZT—HF+_H
the five highest paid individuals as inducement to join or —t+—HLEFER AEBEMERTR
upon joining the Group or as compensation for loss of CERESEHEATINMESIEARS| HE
office during the years ended 31 December 2016 and hn BB sk 1) 5 hn BR AN £ [ B A SR ED Bk 1
2015. RBEERIFEE o
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eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

15. EARNINGS PER SHARE

15. BREF|

From continuing and discontinued operations

The calculation of the basic earnings per share
attributable to owners of the Company is based on the

following data:

REFECERCRILEEXER

RARHEAANERIEGRERERN TR
THBUERRE -

2016 2015
—E—-RE —FE-AF
HK$’000 HK$’000
FTHET FAT
Earnings: 2R
Earnings for the purpose of basic AT EFRERRBFIH
earnings per share (Profit for the AR (NARHEE AEG
year attributable to owners FERF)
of the Company) 285,827 386,372
2016 2015
—B-X"E —ZT—AF
’000 000
TR Tk

Number of shares:

Weighted average number of
ordinary shares for the purpose
of basic earnings per share

BRHEE :
FUGTEERERAETR
AR pnE S 8K

1,567,885 1,527,198

The weighted average number of ordinary shares for the
purpose of basic earnings per share for the year ended
31 December 2015 had been adjusted for the share

placing completed on 6 July 2015.

No dilutive earnings per share is presented as the Group
did not have any potential ordinary shares during both

years.

HE-_Z—AF+-_A=+—HItHF
- AUFTESRERRF AL @R
MEFHHEER - —RE+ ANA
FERK AR 1 B &S 1EH S -

BEZSREERN  RAASNE
B W M8 B R S AT B A

2016 FE EEHRE BHIEREBERAR]
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For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

15. EARNINGS PER SHARE (continued) 15. BIRER (&)

From continuing operations

The calculation of the basic earnings per share from
continuing operations attributable to owners of the
Company is based on the following data:

Earnings figures are calculated as follows:

AREEBEAREREFERLEER
M EREREF TR N HIBEAE

BNBIBIEAT I AGE

2016 2015
—E-XRF CE-hfF
HK$’000 HK$’'000
FHET FHT
Profit for the year attributable to NARHRB AEIEFEEHF
owners of the Company 285,827 386,372
Add: Loss for the year from o BRI E TR
discontinued operations FEEE - 6,078
Earnings for the purpose of AT E 2R BB & T
calculating basic earnings per TR ER T 2T
share from continuing operations 285,827 392,450

The denominator used is the same as that detailed above
for basic earnings per share.

From discontinued operations

Basic loss per share from discontinued operations is nil
(2015: HKO0.41 cent per share), based on the loss for the
year from discontinued operations of nil (2015:
HK$6,078,000) and the denominator detailed above for
basic earnings per share.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016
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eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

16. DIVIDENDS 16. R E
2016 2015
—B-X"§ _ZT—hF
HK$’000 HK$’000
FHET FHT
Dividends for ordinary shareholders & AR A7 KB N A 7
of the Company recognised as TMARERAR S
distribution during the year:
2016 Interim — nil (2015 interim —E—RFEFH —
— HK25.50 cents) per share FRET(ZE—RHE
i ER — 25,508 11) - 399,811
2015 special dividend —E-RFRFRIRE 239,886 -
239,886 399,811

During the current year, a special dividend of HK15.30
cents per share was declared and paid to the
shareholders whose names appear on the Company’s
register of members at the close of business on 1 March
2016.

The final dividend of HK15.30 cents in respect of the year
ended 31 December 2016 (2015: Nil) per share,
amounting to approximately HK$239,886,000 (2015: Nil),
has been proposed by the directors and is subject to
approval by the shareholders in the annual general
meeting.

RAFEE  ARFRERR-ZT—X<F
—A—HEERHEERFLIIRES
it B9 B R = r KOk i R AR BB AR
15.3078 1l °

EEREAREE_T—X<"FT+=A
T —HLEFERERGREGR
15308 (ZZT—HF : &) - HFH
#$239,886,000%8 (= T — A F -
/) EAERERRRRFT KNS iE
BHAMEE o

2016 FEHRE BEEIERERBRAF
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17. PROPERTY, PLANT AND EQUIPMENT

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

17. ¥ - WERRKRE

Leasehold Furniture Construction
landand  Leasehold Plant and and office Motor in
buildings improvement  machinery  equipment vehicles progress Total
HELH HHRR
kT HEXE HEREE BHOZERE RE HEIR Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET T FET FHT FHL FHL FET
COST A
At 1 January 2015 RZZE-H%—-F—-H 366,798 1,959 665,216 45,686 15,667 118,744 1,214,070
Exchange adjustments R A% (26,076) - (40,828) (2,576) (719) (8,049 (73,248)
Additions NE 16,911 5,040 23,192 10,640 2,129 88,708 146,620
Acquired assets through FRYE-FNEAE
acquisition of a subsidiary WENEE 82,275 - - - - - 82,275
Transfer B 139,080 - 37,877 162 - (177,119) -
Transferred to investment ERERENME
properties (6,587) - - - - - (6,587)
Disposals HE - - (24,325) (244) (8,435) - (28,004)
At 31 December 2015 R-E-1%&
+-A=t-H 572,401 6,999 661,132 53,668 13,642 27,284 1,335,126
Exchange adjustments fEH AR (28,096) - (39,809) (2,429) (649) (1,029) (72,006)
Additions NE 3216 3,767 14,907 2,953 1,830 56,010 82,683
Transfer 25 19,308 - 45,510 1,281 347 (66,446) -
Transferred from investment & BIRENE
properties 17,563 - - - - - 17,563
Disposals HE - (1,959) (15,684) (123) (1,664) (50) (19,480)
At 31 December 2016 RZE-"F
+-A=1-H 584,392 8,807 666,056 55,350 13,506 15,775 1,343,886
DEPRECIATION il 4
At 1 January 2015 RZZE-R%—-fF—-H 93,084 - 391,465 30,256 10,668 - 525,473
Exchange adjustments R A% (4,693) - (24,258) (1,759) (525) - (31,209)
Provided for the year FNERE 17,377 653 42,132 1,492 1,752 - 63,406
Transferred to investment ~ EEZRENE
properties (1,219 - - - - - (1,219
Eliminated on disposals T ERE - - (24,307) (222) (2,825) - (27,354)
At 31 December 2015 RZE-1fF
+-A=+-H 104,549 653 385,032 29,773 9,070 - 529,077
Exchange adjustments EH AR (6,786) - (23,804) (1,622) (477) - (32,689)
Provided for the year FNEE 27,430 903 48,192 2,600 1,296 - 80,421
Transferred from investment  E&#EREYE
properties 11,910 - - - - - 11,910
Eliminated on disposals T E R 8 - (979) (10,503) (10) (1,389) - (12,881)
At 31 December 2016 RZE-RE
+-A=f+-H 137,103 577 398,917 30,741 8,500 - 575,838
CARRYING VALUES RHE
At 31 December 2016 RZE—RE
+-A=t-H 447,289 8,230 267,139 24,609 5,006 15,775 768,048
At 31 December 2015 RZE-hF
+-A=1+-H 467,852 6,346 276,100 23,895 4,572 27,284 806,049
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For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

17.

18.

PROPERTY, PLANT AND EQUIPMENT
(continued)

The above items of property, plant and equipment,
except for construction in progress, are depreciated on a
straight-line basis, after taking into account of their
residual values, over their estimated useful lives as follow:

17.

W% - BERREE)

B - BER&EEE (ERTE
BRON) TIIRBEAREELE - NFT RER
EBERZE NIETHERFHAENE

Leasehold land and buildings Over the shorter of ME T LRSI 304
the term of lease RigF (AEREEA%E)
or 30 years

Leasehold improvement 3 years HERE 3F

Plant and machinery 5-12 years 5= K i 2s 5& 124

Furniture and office equipment 3-5 years RMRBAE 3E5F

B
Motor vehicles 4-5 years B 4E 54
PREPAID LEASE PAYMENTS 18. FE{SHENIE
2016 2015
—E-XRE —E—EF
HK$’000 HK$'000
FHET FHT
Analysed for reporting purposes as:  FLERE MIEL BRI DT ¢
Current asset mENEE 2,124 2,092
Non-current asset EMBEE 78,217 77,246
80,341 79,338

The Group’s prepaid lease payments represent payments
for land use rights in the PRC. At 31 December 2016, the
Group is still in the process of obtaining the land use right
certificate with carrying amount of HK$7,160,000 (2015:
nil) for those acquired during the year ended 31
December 2016.

AREBE RN HE SRR B L (E

= 7Ty

RAENTBARE - RZT—RF+=
A=+—8 AEENREREBE=F
—NFE+ZRA=+—HIEFEmMKE
B9 - Hb {5 AR A 9 IR AR T AR /% 7,160,000
BIL(ZE—RF : 8)NLE AE

s
A

= o
=

2016 FEHRE BEEIERERBRAF
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For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

19. INVESTMENT PROPERTIES 19. REWE
HK$’000
FHBT

cosT R
At 1 January 2015 RZZE—RF—H—H 89,874
Exchange adjustments PE 5, B (5,457)
Additions NE 402
Acquired on acquisition of a subsidiary W b — R P BB 2 A1 BRe P U E 123,413
Transferred from property, plant and equipment B8 5 ¥ - MR &&E 6,587
At 31 December 2015 R-E—FRFE+=-_RA=+—H 214,819
Exchange adjustments P H A (4,209)
Transferred to property, plant and equipment ~ EEZE W% - R L& (17,563)
At 31 December 2016 RZE—RF+A=+—H 193,047
DEPRECIATION e
At 1 January 2015 R-ZE—RF—HF—H 24,226
Exchange adjustments PE 5, B (1,679)
Provided for the year FINEAE 5,417
Transferred from property, plant and equipment BE# B % « M= L& E 1,219
At 31 December 2015 R-E—FRF+=-_A=+—H 29,183
Exchange adjustments bE 5, % (1,169)
Provided for the year FNEE 4,873
Transferred to property, plant and equipment ~ EEZE W% - KR L& (11,910)
At 31 December 2016 RZE—RFE+-_A=+—H 20,977
CARRYING VALUES FREE
At 31 December 2016 RZE—RF+_A=+—H 172,070
At 31 December 2015 R_E—FRAF+_A=+—H 185,636
The Group’s properties interests held under operating AEBRELEHELSRDNESESR
leases to earn rentals are measured using the cost model MY ERREAKNAENGTE I H
and are classified and accounted for as investment HRREMENE -
properties.
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19. INVESTMENT PROPERTIES (continued) 19. REYZE (&)

Fair value measurement of the Group’s investment
properties

The fair value of the Group’s investment properties as at
31 December 2016 was HK$221,821,000 (2015:
HK$253,673,000). The fair value has been arrived at on
the basis of a valuation carried out by Roma Appraisals
Limited, an independent qualified professional valuer not
connected to the Group. Roma Appraisals Limited are
members of the Institute of Valuers of Hong Kong.

The fair value was determined based on the market
comparable approach that reflects recent transaction
prices for similar properties, where the market rentals of
all lettable units of the properties are assessed by
reference to the rentals achieved in the lettable units as
well as other lettings of similar properties in the
neighborhood. The discount rate is determined by
reference to the yields derived from analysing the sales
transactions of similar commercial properties in Hong
Kong and the PRC and adjusted to take into account the
market expectation form property investors to reflect
factors specific to the Group’s investment properties.

Details of the Group’s investment properties and
information about the fair value hierarchy as at 31
December 2016 and 31 December 2015 are as follows:

FEBMBRENMENAABES

fBio

AEEBREMWER_ZT—F
+ A=+ —"HWAABES
221,821,000 T( = T — A F:
253,673,000 70 ) © A EBETIIRE
HASENEAENBE LA ERESE
HEEZE B RE TG AR R RHEITH
HEMEE - ESBEBRTHERAF
REBHNEMBENEE -
AABEDRETREEUEL T
AR SENMSLBREETE MAA
MEMNAHBEEMNTSHEEHZE
B 3 XE AL 40 35 AT HH A BE 67 LA R EoAth
MAENHESER - IREHIZESD
MEERFRABEURENEHEERS
Frismlies® - WtEREEN™
GRHERARURBRAEBIEEY
E¥FBEHNEZE -

RZF-—RFE+ZA=T—BE=F
—hAF+ZA=1+—B AKERE
WMEARATBEBREMFBOT -

Fair value as at Fair value as at

Fair value 31 December 31 December
hierarchy 2016 2015
R-Z—RE RIZT—1F
+t=A=+—-8 tZA=+—H
AREEER HAaREE MAREE
HK$’000 HK$'000
FHET FHT
Properties located in AR Y Level 3
the PRC F=E 75,121 107,373
Properties located in NAREBH Y Level 3
Hong Kong F= 146,700 146,300
221,821 253,673

2016 FEHRE BEEIERERBRAF
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For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

19. INVESTMENT PROPERTIES (continued) 19. REWHE (&)
Fair value measurement of the Group’s investment AEBREVENDIABEE(E)
properties (continued)
For investment properties categorised into level 3 of the DPEANABEERE=-ENEREY
fair value hierarchy, the following information is relevant: EMERERTT -
Significant

Valuation technique(s) unobservable input  Sensitivity

RER % EATAERGARE SBE
Properties located in the Direct comparison method Price per square meter The 5%

PRC and Hong Kong based on market observable higher of the
transactions of similar price per
properties and adjust to square meter,
reflect the conditions of the 5%
the subject property. higher of

the fair value.

LA B R BB R 5 BERUMENTISZAEE ST HRER B FKER

RGETEELEE EF5%

7 E L 78 BE A e B ANREE

SIpuS7/E =08 =PI EIN5% o
The above investment properties are depreciated on a LR EMERATEFEZRBERE
straight-line basis over the shorter of the term of lease or REEAKI0F (NBREERE)INE -
30 years.
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20. GOODWILL 20. BFE
2016 2015
—B-X"§ _ZT—hF
HK$°000 HK$'000
FET FET
At 1 January K—H—AH 1,061,335 1,096,481
Exchange adjustments FE H, A% (31,698) (35,146)
At 31 December W+—_A=1+—H 1,029,637 1,061,335
For the purpose of impairment testing, goodwill has been HAREARAMES BB ZEME
allocated to four individual cash generating units (CGUS), ERIIReEFEM(REEESBR]) -
comprising three subsidiaries in the printing of cigarette BIENREERERYHH=—FHER
packages segments and one subsidiary in the AR BLEE & H D EBE —EIMIE A A]
manufacturing of laminated paper segment. The carrying R_BE-—RF+_A=+—HBHEE
amounts of goodwill as at 31 December 2016 allocated FREECDESREE N TZEEN
to these unites are as follows:
2016 2015
—B-X"§ _—T—hF
HK$’000 HK$'000
FET FET
Printing of cigarette packages: ENm B ERE
CGU-1 ReEEEN-1 862,306 884,246
CGU-2 REeEEEMN-2 124,812 132,090
CGU-3 WeEEBEN-3 42,158 44,617

1,029,276 1,060,953
Manufacturing of laminated paper: RSB AR -
CGU-4 HEELEMNA4 361 382

At 31 December Rt+=—BA=+—H 1,029,637 1,061,335
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20. GOODWILL (continued)

The recoverable amounts of the CGUs arising from
printing of cigarette packages and manufacturing of
laminated paper were determined individually based on
value in use calculations. The value in use calculations
used discounted future cash flow model based on
financial budgets approved by management covering a
five-year period and a discount rate of 14.68% (2015:
13.9%). Cash flows beyond five-year period is
extrapolated using a steady growth rate of 3%. Cash flow
projections for the CGUs are based on the expected
terminal growth rate, gross margin and sales growth rate
during the budget period, which were determined based
on past performance of the Group and the
management’s expectations for the market development.
Management believes that any reasonably possible
changes in any of these assumptions would not cause
the aggregate carrying amount of the CGUs to exceed
the aggregate recoverable amount of respective CGUSs.

During the years ended 31 December 2016 and 2015,
management of the Group determines that there is no
impairment of any of its CGUs containing goodwiill.
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For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

21. INTANGIBLE ASSETS 21. BEEE
Customer Licenses and
relationship franchises Total
EFBR BRERSHTE HBEt
HK$'000 HK$'000 HK$'000
FHET FET FET
COST 2
At 1 January 2015 RZE—RF—HF—H 460,209 - 460,209
Addition NE - 9,399 9,399
Exchange adjustments PEE 34, 3 =& (5,074) (396) (5,470)
At 31 December 2015 RZE—RF
+=-A=1+—H 455,135 9,003 464,138
Exchange adjustments PE =L (4,575) (467) (5,042)
At 31 December 2016 NZE—NF
+=-A=1+—H 450,560 8,536 459,096
AMORTISATION By
At 1 January 2015 RZE—RF—HF—H 135,232 - 135,232
Charge for the year FARRE 45,249 154 45,403
At 31 December 2015 R-ZE—RHF
+=-A=+—8 180,481 154 180,635
Charge for the year FRFAX 45,249 445 45,694
At 31 December 2016 RZE—RF
+=-—A=+—H 225,730 599 226,329
CARRYING VALUES IREE
At 31 December 2016 RZZE—RF
+=-A=1+—H 224,830 7,937 232,767
At 31 December 2015 RZE—AHF
+=-A=1+—H 274,654 8,849 283,503
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21. INTANGIBLE ASSETS (continued)

For the purpose of impairment testing, intangible assets
has been allocated to four individual cash generating
units (CGUs), comprising three subsidiaries in the printing
of cigarette packages segments and one subsidiary in
the manufacturing of laminated paper segment. The
carrying amounts of intangible assets as at 31 December
2016 allocated to these unites are as follows:

21.

For The Year Ended 31 December 2016 &#Z —Z—<F+_A=1+—HILFE

BEEE#E)

BREBARANE  BREEEESRZE
MEEBRESELEEM(REELS
fir])  BEDREERE S HH=MH
BB AR R REE S E D S — M
BREl - RZE—AR"F+ZA=+—
ANEBEFEEFTECESEENUT

B aaral=1=Jy B
ZEEBAL

2016 2015
—E-RE —FT—8F
HK$’000 HK$'000
FHET FET

Printing of cigarette packages: ENREEE
CGU-1 BeEEENMN -1 218,432 264,256
CGU-2 MEEEBM-2 4,571 7,429
CGU-3 REEABM-3 1,544 2,509
224,547 274,194

Manufacturing of laminated paper: RUEE S -

CGU-4 REeEAEMN-4 283 460
At 31 December R+—_A=+—=H 224,830 274,654

The above intangible assets have finite useful lives. Such
intangible assets are amortised on a straight-line basis
over the following periods:

Customer relationship
Licenses and franchises

10 years
20 years

Included in intangible assets represent customer
relationship in Brilliant Circle Holdings International
Limited (“Brilliant Circle”) acquired in a business
combination in 2009 and the acquisition of JZ 31|45 £ EN
£ B 7 7] Yangfeng Printing & Packaging Co., Ltd
(“Yangfeng”), a subsidiary of Giant Sino Investment
Limited $E2E1 & B R A 7 (“Giant Sino”) in 2012. Brilliant
Circle and Yangfeng have long and close business
relationship with the major customers. The acquisition of
the customer base has allowed the Group to stabilise the
revenue base from packaging and printing business.
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eI RRME

For The Year Ended 31 December 2016 2 —Z&

22.

INTERESTS IN ASSOCIATES

—ANEFETZA=t—HIEFE

22, REtE RTINS

2016 2015
—E—XRE —E—RF
HK$°000 HK$'000
FHET FET
Cost of investment, unlisted WEKAN - JEET 332,874 319,539
Share of post-acquisition profits DRI S T R H At
and other comprehensive income, 2 E W (F1B D WAL E)
net of dividends received 238,244 309,529
Exchange adjustments b 2 (19,219) 14,156
551,899 643,224
As at 31 December 2016 and 2015, the Group had RZE—ARERZFT—RF+A

interests in the following associates:

=t— B AEERATEZ QA

B
Percentage of Place and
registered capital country of
directly held by establishment/ Registered
Name of entity the Group operation capital Principal activity
AEBEERE K,/

BEREH EEMBRANESE RKRESLERER EEfRE TEXK
BEEEIEARA 35% 35%  PRC RMB163,052,000 Provision for cigarette
([FEehkE]) o AR®  printing package

(Changde Jinpeng printing 163,052,0007T  services
package Printing Co., Ltd.) REEEER
(“Changde Jinpeng’) BE R
RERBESEERBARA 40% N/A PRC RMB30,000,000 Developing for
([RBEBES ) TER  F AR®  intelligent printing

(Tianjin Rong Lian Hui Zhi Intelligence 30,000,0007T  services
Packaging Technology Co., Ltd.) BB ERIRE
(“Tianjin Rong Lian Hui Zhi")

Intelligence
2016 FEHRE BEEIERERBRAF
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22. INTERESTS IN ASSOCIATES (continued) 22, NEHEQTINER (8)

The financial information of the Group’s associates are N5 BB N R A B IS B RHE B R
prepared using uniform accounting policies in conformity SEFEMNSETBOR — BN ETBUR

with the accounting policies adopted by the Group. The B o B N RE AERERZELR
associates are accounted for using the equity method in AUBWMEAR - ASEBE QTN
these consolidated financial statements. The summarised MEERBIESINNT -

financial information in respect of the Group’s associate

is set out below:

Changde Jinpeng FESE
2016 2015
—E-RFE ZZT—hF
HK$’000 HK$’000
FET TFET
Current assets BB E 947,398 1,356,631
Non-current assets EMENEE 962,985 998,124
Current liabilities mENaE (334,998) (471,777)
Non-current liabilities EMBEE (3,028) -
Revenue Wz 1,377,836 2,419,771
Profit and total comprehensive FRmMREERE
income for the year 218,866 492,920
Dividends received from the FRHB U E AR E
associate during the year 157,714 209,784
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22. INTERESTS IN ASSOCIATES (continued)

Changde Jinpeng (continued)

Reconciliation of the above summarised financial
information to the carrying amount of the interest in the

FEEwE(E)

EREGE M B RATER LA M B E R
PR N Z AR A RREENH

22, REIE NTINER (&)

associate recognised in the consolidated financial iR -
statements:
2016 2015
=F-AR"F  ZFIF
HK$°000 HK$’000
FHET FET
Net assets of the associate EeEnanNEEFE 1,572,357 1,882,978
Proportion of the Group’s ownership 7<= B A B & A
interest in the associate B ERERLD) 35% 35%
Carrying amount of the Group’s AREE R E R
interest in the associate EmHREE 539,687 643,224
Tianjin Rong Lian Hui Zhi RIBLEIHES
2016 2015
—E-RF —T—hF
HK$°000 HK$'000
FET FET
Current assets MBEE 26,813 -
Non-current assets EMENEE 4,330 -
Current liabilities MEERE (614) -
Revenue e 4,586 -
Loss and total comprehensive FAEBEELREZERS B
expense for the year (5,175) -

2016 FEEERE BT

IR AR AT
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22. INTERESTS IN ASSOCIATES (continued) 22, REERNRNRER (&)
Reconciliation of the above summarised financial ERGEMEREZER MM BEER
information to the carrying amount of the interest in the MEERNEE N RS REERN S
associate recognised in the consolidated financial iR
statements:

2016 2015
—EB-XRF T -hfF
HK$’000 HK$'000
FET FHBT
Net assets of the associate & NRINEEFE 30,529 -
Proportion of the Group’s ownership 7 £ B 7 B & X 7] Y
interest in the associate HE RO 40% -
Carrying amount of the Group’s IR EE (B OB & N B Y
interest in the associate EmHREE 12,212 -
23. INTEREST IN A JOINT VENTURE 23. R—EEELENES
2016 2015
—E—XE —ET—HRF
HK$’000 HK$’000
FERT FHT
Cost of investment, unlisted EKA - JEET 8,825 8,825
Share of post-acquisition profits and %3 Uk B 14 35 51| 2
other comprehensive income, H 2 E s
net of dividends received (kR B Ui B 57 -
Exchange adjustments b A% (660) (181)
8,222 8,644
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23. INTEREST IN A JOINT VENTURE (continued) 23.
As at 31 December 2016 and 2015, the Group had

interest in the following joint venture:

A—EEEENER®)
RZE—RER-ZFE—HF+=A
=t+—HB AEBERUTEELERE
B

Percentage of Place and
registered capital Country of
directly held by  establishment/ Registered
Name of entity the Group operation capital  Principal activity
AEEEEEE
B &N R/
ERER MEAL KERBRER gEftRE FEXK
FIMEHEE BB AR AT 49% PRC  RMB15,000,000  Developing 2D Barcodes
(Shenzhen Keju Internet Technology o ARE and 020 solutions
Company Limited) 15,000,000t R AR
O20 AR T7 &

Summarised financial information in respect of the
Group’s joint venture is set out below. The summarised
financial information below represents amounts shown in
the joint venture’s financial statements prepared in

accordance with HKFRSs.

The joint venture is accounted for using the equity
method in these consolidated financial statements.

AEEEGELENYBERMZEHT
MR ATHBEMNRBZIEREES
MBERELRNRENEELET B R
RFTREHE

BELCXEREREINZEFEAVE
e E N

op

2016 2015

—E—XRE —E—RF

HK$’000 HK$’000

FERT FHET

Current assets M EE 16,784 17,641

Non-current assets EMBEE 31 -

Current liabilities nBEE (35) -

Revenue e 1,849 -
Loss and total comprehensive FABEELAEZERSEE

expense for the year (861) -
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23. R—EEELENER &)
BEREGAVBRERER - BER
MEENALOEEXNETDAENY

23. INTEREST IN A JOINT VENTURE (continued)

Reconciliation of the above summarised financial

142

information to the carrying amount of the interest in the
joint venture recognised in the consolidated financial
statements:

B :

2016 2015

—E-RE —FT—8F

HK$°000 HK$'000

FET FET

Net assets of the joint venture S PEMEETFE 16,780 17,641
Proportion of the Group’s ownership AEBENE SN

interest in the joint venture ARG 49% 49%
Carrying amount of the Group’s REBREELEN

interest in the joint venture M EREE 8,222 8,644

24. INVENTORIES 24. ZE

2016 2015

—E-RE —E2—HF

HK$°000 HK$’000

FET FET

Raw materials R AR 76,953 57,936

Work in progress TS 29,754 20,937

Finished goods ZUAY 30,026 37,631

136,733 116,504
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25. TRADE AND BILLS RECEIVABLES 25 EZREURIEREWRSE

2016 2015
—E-RE —E2—HF
HK$’000 HK$’000
FHET FET
Trade receivables B eI 840,021 703,313
Less: allowance for doubtful debts 35 : R85 #4E (2,213) (2,342)
837,808 700,971
Bills receivables FEW =& 41,821 82,214
879,629 783,185

The Group allows a credit period of 90 days to its trade
customers. The following is an aged analysis of trade and
bills receivables net of allowance for doubtful debts AR RTEZBE) 25|28 S ElhzE
presented based on the invoice date at the end of the RIEWER (1 RERE) MEEE 5
reporting period, which approximated the respective T o

revenue recognition dates.

AEBERTESEFPOBENEED-
AT ARERERIREE B (EOE

2016 2015

—E—-REF —T—1F

HK$’000 HK$’000

FERT FHBT

0-90 days 0ZF90H 764,200 684,153
91-180 days 91%F180H 73,792 49,687
181-365 days 181 £ 365 H 12,198 35,915
Over 365 days 365 B 29,439 13,430
879,629 783,185

Before accepting any new customer, the Group assesses
the potential customer’s credit quality and defines credit
limits by each customer. Limits attributed to customers
are reviewed once a year. The trade and bills receivables
that are neither past due nor impaired have the best
credit quality assessed by the Group.

REMEAFZLE - AREFGE
EEPEREEREMREEFPEERR
REE - AEPRHENBRESFESZ —
R e BEB ISR EN B 5 B IA
LREVEBEAEEFSEARER

2016 FEHRE BEEIERERBRAF
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25. TRADE AND BILLS RECEIVABLES (continued)  25.
Included in the Group’s trade and bills receivables
balance are debtors with aggregate carrying amount of
HK$115,429,000 (2015: HK$99,032,000) which are past
due as at the reporting date for which the Group has not
provided for impairment loss. The Group does not hold
any collateral over these balances.

Ageing of trade receivables which are past due but
not impaired

EZRWUREREBERERE#)
REEE 5 R KIE R EWRE &%
BIERIRT(E 115,429,000 L (=&
— R4 : 99,032,000/ 7T) ¥R A H
M RIE - A E W EEL T
AR EEEEE AEETEMRLE
SRIBIF B TR -

BB R ERN B 5 B YRR RRER

2016 2015

—E-RFE  ZZE—HF

HK$’000 HK$’000

FHET FET

0-90 days 0Z90H 73,792 49,687

91-180 days 91180 H 445 29,663

181-365 days 1812365 H 35,478 18,660

Over 365 days 365 HEA £ 5,714 1,022

Total 4az 115,429 99,032
Movement in the allowance for doubtful debts RIRBEEE

2016 2015

—EF-A"% ZF-HF

HK$’000 HK$’'000

FET TET

1 January —H—H 2,342 2,485

Exchange difference b =% (129) (143)

31 December +-—A=+—H 2,213 2,342

Included in the allowance for doubtful debts are
individually impaired trade receivables with an aggregate
balance of HK$2,213,000 (2015: HK$2,342,000) of
which the debtors were in financial difficulties.
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26. OTHER RECEIVABLES, PREPAYMENTS 26.

HEWRIE  BARERR

AND DEPOSITS =
2016 2015
—E—XRE —E—RF
HK$’000 HK$'000
FHET FHT

Receivables from disposal of & BB N B A FE I FRIE

subsidiaries (note) (M%) 42,720 29,962
Trade deposits to suppliers SN THERNE HiZe 10,467 17,069
Prepayment for material purchase BEREMSHTEN A 7,055 1,645
Staff advances T8I 3,408 1,972
Rental, utility and sundry deposits He  ARNRMEEERES 2,950 2,697
Value-added tax receivables JE W (BT 1,204 -
Others Hi 747 1,402
68,551 54,747

Note: The amounts as at 31 December 2016 consist of dividend
receivable of HK$21,000,000 from a former subsidiary and the
remaining consideration receivable of HK$21,720,000 from the
purchaser, which are expected to be received within 12 months
from the end of the reporting period.

Mz RZE—AE+_A=+—HNLEBRHE
JiE L — P AT B B8 A ] B9 A% 8. 21,000,000 75
T RIBEER RS BAREF 1218 A Rk
R Y E 5 B 825X 21,720,000/8 7T ©

2016 FEEERE BT

IR AR AT
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27. AMOUNTS DUE FROM RELATED PARTIES/ 27. FEUWRERE 5 FRIE & — RS Ft

AMOUNT DUE TO NON-CONTROLLING BARIEIERERRIE
INTEREST OF A SUBSIDIARY
(@) Amount due from related parties: (a) FEWEBEHFRE:

Maximum amount
outstanding during

the year ended
2016 2015 31 December 2016
BE-E-—X%
+=A=t+-H
IEFE R A
“E-XE C—ET-1F EEERLSE
HK$’000 HK$'000 HK$’000
THET FET TET
Name of the related parties BELERE
RERKORHERNDAERRT RERKORIRERH
(Masterwork Machinery BRAE(RERED)
Co., Ltd.) ("Masterwork”) (i) 12,236 3,449 18,003
Changde Jinpeng (i) BB i) 6,806 - 6,806
Total @5t 19,042 3,449
0] Masterwork is controlled by a director of the Company. 0} REBFERARAR—REEEH -
The balance is non-trade nature for prepayment of ERSERTIABERENET B
purchasing of equipment and accessories. The balance is FEHINE - FBEHRAEER
unsecured, interest-free and repayable within 12 months R B RBRREHAREF12EA
from the end of the reporting period. ANEE -

(ii) Changde Jinpeng is an associate of the Group. The (ii) BESBEAADNONBENR A
balance is trade nature for sales of cigarette packages BERTIAHEETERE  BESH
with a credit period of 90 days. The balance is unsecured HE - (ZEHAHE - BEEH A
and interest-free. B LRE -

(b) Amount due to non-controlling interest of a (b) ER—RMNBRREZERERS

subsidiary: B

The amount due to non-controlling shareholder with FEWE — B AR BEEATE

significant influence over a subsidiary is unsecured, T FEFERR IR RN IE A IR -

interest-free and repayable on demand. B NBLENRIEE -
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28.

29.

PLEDGED BANK DEPOSITS/BANK 28. CHEARITIFER RITHEBRK
BALANCES AND CASH R

Bank balances carry interest at market rates which range RITHEERF M ZE N F0.001% £ 0.35%
from 0.001% to 0.35% (2015: 0.001% to 1.5%) per (ZZ—AF 1 0.001% E=1.5%) - Bi&
annum. The pledged bank deposits carry fixed interest FIRITFRBF R ENF0.001% =
rates which range from 0.001% to 4.35% (2015: 0.001% 435%( — & — A F:0001%=
to 3.3%) per annum. Pledged bank deposits represents 3.3%) - EEPRITFHIEELER TIR
deposits pledged to banks to secure banking facilities TURERETASENRITHENT
granted to the Group. The pledged bank deposits will be e BIMHEITEREREER@ARE
released upon the settlement of relevant bank TEERSRFR -

borrowings.

The Group’s pledged bank deposits, bank balances and NEBEEERBNIIEEBAIINNE
cash that are denominated in currencies other than the MABEMNAEBEDIRFRTER R
functional currency of the respective group entities are (TESHERIRSH|ROT

stated below:

2016 2015

—E-RE —E2—HF

HK$’000 HK$'000

FERT FHT

HK$ BIT 13,675 31,5637
TRADE AND BILLS PAYABLES 20, ESRENFERESGEE

2016 2015

—E-RE —FT—8F

HK$°000 HK$'000

FERT FHIT

Trade payables B 5 ER A 307,583 280,453

Bills payables FERTEE 5,577 1,705

313,160 282,158
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29. TRADE AND BILLS PAYABLES (continued) 2. ESRIIREREANREE®)
The following is an aged analysis of trade and bills NTRRBERREERAZINE
payables presented based on the invoice date at the end SEMNRIE N ENEZEARE DT

of the reporting period.

2016 2015
—E-RE —E—HF
HK$’000 HK$’'000
FHET FHT
0-30 days 0Z230H 188,195 206,218
31-90 days 31E90H 113,295 57,427
91-180 days 91 & 180H 8,844 17,256
181-365 days 1812365 H 2,577 1,153
Over 365 days 365 B A £ 249 104
313,160 282,158
The credit period on purchases of goods ranges from 30 BEBEYHNEEHNTFHRI0EZE180
days to 180 days. The Group monitors and maintains a Az REEEZERFEFENRS
level of cash and cash equivalents sufficient to ensure NMESEFEEE  UBRABENK
that all payables are within the credit timeframe. HREEHAA -
30. OTHER PAYABLES AND ACCRUALS 30. Rt RER BT
2016 2015
—EF-A"% ZF-HF
HK$’000 HK$’000
FHERT TET
Other tax payables Hih e TFIE 64,958 48,406
Other payables and accruals HibfENmE L EstE R 28,850 25,060
Salary payable ANE i 18,445 20,729
Construction payables JET A FRTE 14,281 24,369
Government grants BT B & 2,473 1,617
Advanced from customers PYSES=EE N 985 -
Deposits received from suppliers B HEmZS 79 50
130,071 120,231
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31. BANK BORROWINGS 31. SRITIEE
2016 2015
—E-XRF CE-hfF
HK$’000 HK$'000
FHET FET
Bank borrowings comprise: RITEEBRE
Secured B IR 112,195 186,656
Unsecured I 1 565,615 627,017
677,810 813,673
Carrying amount repayable: FESTERTEIE -
Within one year —FR 419,562 536,013
More than one year, but not A —FERMEA
more than two years 150,570 113,162
More than two years, but not BBMEERAFERN
more than five years 97,393 140,498
More than five years RFE 10,285 24,000
677,810 813,673
Breakdown of the bank borrowings:  $R{TEE H 48
Fixed-rate borrowings EEEE 55,563 123,486
Floating-rate borrowings FEEE 622,247 690,187
677,810 813,673
The Group’s floating-rate borrowings are mainly subject AEBZEEEFZERPRARIEIT
to interest in a range at 100% to 110% of RMB EHOARBERELENEREHE100%
Benchmark Loan Rates issued by the People’s Bank of Z110% & BB IRITRZERFEM2.0%
China and Hong Kong Interbank Offered Rate in a range £33%FTE - AEERITEHENER
at HIBOR plus 2.0% to 3.3%. The effective interest rates FZOR
on the Group’s bank borrowings are as follows:
2016 2015
—E—-RE —T—HRF
Fixed-rate borrowings EEBE 4.4% to £ 5.6% 4.4%to = 6.0%
Floating-rate borrowings FEEE 2.0% to £5.6% 2.9%to = 5.6%
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31.

32.

BANK BORROWINGS (continued)

The Group’s bank borrowings that are denominated in
currencies other the functional currencies of the relevant
group entities are set out below:

31. RITEE )
AEBAEBEEERINEEE I
MERHENRITEENT

2016 2015
—E-RE —E—HF
HK$°000 HK$’'000
FERT FAT
HK$ BT 588,910 560,822

GOVERNMENT GRANTS 32. BN E
2016 2015
=F-ARF  FIF
HK$’000 HK$’000
FERT FAT

Arising from government grants: RE BT -

Current liability nEaE 2,473 1,617
Non-current liability FRBEE 34,396 36,164
36,869 37,781

In 2016, the Group received a government subsidy of
HK$2,912,000 (2015: HK$3,686,000) towards the cost
of acquisition of property, plant and equipment in the
PRC. The amount has been treated as deferred income.
The amount is transferred to income in the form of
reduced depreciation charges over the estimated useful
lives. This policy has resulted in a credit to income in the
current year of HK$1,686,000 (2015: HK$553,000). As at
31 December 2016, an amount of HK$36,869,000 (31
December 2015: HK$37,781,000) remains to be
amortised.

RZT—RF AEBEFWBEFEY
¥ BEKZRBEBRAEEANKES  EBE
BT B €£2,912,0008 T (—ZE—H
£ : 3,686,000 7T ) °© Z A IBE R B
EIEW A - IR EHE R F B AR A
BT EAEREERA - ZHRE
B F S RERR U A1,686,00078 T (=
T —FHF:5530081L) R_F
—"FE+ZA=+—H &%
36,869,000 L ( — T —RHF+ — A
=+—H :37,781,000/8 70 ) #E# Y
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33. DEFERRED TAX LIABILITIES 33. EXEHIBEAME
The following are the major deferred tax liabilities NTARAFERBEFENEHER
recognised and movements thereon during the current TERERIBBEEUAREET)

and prior years:

Undistributable
profitsof  Accelerated
Intangible  subsidiaries/ tax  Government
assets associate  depreciation grants Total
WEAR/
BE TN
BYEE AAWEN  MEHERE  BARBE @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T THET T TR
At 1 January 2015 RZZ-1f
—A—H 42,625 53,620 1,680 (6,559) 92,266
(Credit) charge to (P A) M ER
roft or loss (7,194) 24,320 (1,490) (446) 15,190
Reversal upon payment R T & & - (26,437) - - (26,437)
Exchange differences EREE (129) (2,998 (90) 339 (2,878)
At 31 December 2015 R-E-1%
+-A=t-H 35,302 48,505 - (5,666) 78,141
(Credit) charge to Gt A kER
profit or loss (5,664) 16,301 - 184 10,821
Reversal upon payment R E &M - (14,824 - - (14,824)
Exchange differences EREE (16) (2,740) - (48) (2,804)
At 31 December 2016 R-E-—RE
+-A=t-H 29,622 47,242 - (6,530) 71,334
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34. SHARE CAPITAL 34. A
Number of Nominal
shares value
RO E H{E
HK$'000
FHT
Authorised: EE
Ordinary shares of HK$0.005 each &A% EI1E 0.005 78 JT &) L 38 i
At 1 January 2015 R_E—RF—H—H 2,000,000,000 10,000
Addition (Note a) wE (fista) 8,000,000,000 40,000
At 31 December 2015 and R-ZE—RHF+_-H
31 December 2016 —t+—BE-ZT—KF
+=-—A=+—H 10,000,000,000 50,000
Issued and fully paid: ERTRHE
Ordinary shares of HK$0.005 each &% & 0.005 /& JT H) & 8 A%
At 1 January 2015 RZE—HRF—H—H 1,488,468,634 7,442
Issued by share placing (Note b) FamR M BLEErT (MIsED) 79,416,000 397
At 31 December 2015 and RZZE—RF+_A =
31 December 2016 F—E—XRF+=A H 1,567,884,634 7,839
Notes: M5
(8  On 27 October 2015, the Company increase the authorised @ RZZE-RFTA-TLE ARAES
share capital of the Company to HK$50,000,000 divided into %8 5M 35 8,000,000,000 )& #T R 15 » AR A E
10,000,000,000 shares by the creation of an additional £ E MR R $ £50,000,0008 T D B
8,000,000,000 new shares which shall rank pari passu with the 10,000,000,000 B f7 + 7 BAFT AR (D 70 85 1T 14
existing shares in all respects upon issue. BREROHNEFEZEREMA -
(b)  On 22 May 2015, the Company entered into a placing agreement ) RZZE—RFAA=-+=H ARAFHE

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

(the “Placing Agreement”) with the placing agent, an independent
third party, to place up to 80,000,000 placing shares to the
placees, who include connected persons of the Company and
staff of the Group, at a price of HK$1.70 each (the “Placing”).

The Placing was completed on 6 July 2015 in accordance with
the terms and conditions of the Placing Agreement under which
a total of 79,416,000 placing shares had been successfully
placed by the placing agent to not less than six placees at the
placing price of HK$1.70 per share. The proceeds were used for
transformation of some of the Group’s factories into intelligent
factories and as general working capital of the Group. These new
shares rank pari passu in all respects with other shares in issue.

RRERE(—RBIE=H)FILEEDR
#(RERZED  R8R1.708THE
BEARA(BEARRBEATRA
£ B8 T) k% &% 80,000,000 i it &
m ((RREEE]) -

REFEER -_Z—AF+ANBEE
T 65 15 52 MO AR SR S k1R SR © Bt - S
ERBRNATPRANEEEARLES
79,416,000 RELE KRG  BEE AT
f&1.70%87L - IS RERAREAEES
F IR AE N TRIARAERE
E—REEES LEFTRMHEELME
BIRMHREHEZERFHNAL -
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35.

36.

RETIREMENT BENEFIT PLAN

The Group operates a mandatory Provident Fund
Scheme for all qualifying employees in Hong Kong. The
assets of the scheme are held separately from those of
the Group, in funds under control of a trustee. The Group
contributes lower of 5% of relevant payroll costs or
HK$1,500 per person to the Scheme, which is matched
by employees.

The employees of the Group in the PRC are members of
state-managed retirement benefit scheme operated by
the PRC government. The Company’s subsidiaries are
required to contribute a certain percentage of payroll to
the retirement benefit schemes to fund the benefits. The
only obligation of the Group with respect to the scheme
is to make the required contributions under the scheme.

The total expense recognised in profit or loss of
HK$9,442,000 (2015: HK$10,725,000) represents
contributions payable to these plans by the Group at
rates specified in the rules of the plans.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to stakeholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debt,
which includes bank borrowings, net of cash and cash
equivalents and equity attributable to owners of the
Company, comprising issued share capital and reserves.

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

35.

36.

EARERGE
rEBABEAMESGERERLE R
flEAEeEE - FrEEEHAEE
BEIDHARE  THEFSAEENE
B AEEMEEREAEH
FHERATBIBES5% s, 1,500%8 T » &
EEEHABEH-N -

AEERHENEE ST BEBANE
REERKBEMENKE - NAF
MEARABERFEETAOLER
KEAMELE - AREMER‘RES - K
SEYLEENETEARIREE
TR PR HK -

BRI R R AR X 9,442,000 % 7T
(ZZ—FH%F 10,725,000/ 7T ) 15 X
EEIZETERBIETRA L R m it S5
EEL B BRI K o

EXREREE
AEBEREEAR  UEERAEED
ERAUAFELSES  YEBBLER
KIEREHRREDARESREAD
He BEFNUR  AEBEHERRE
MR E -

AEBENEARBRRBESFR(BE
RITEE ReMASFEBERFH)
RARAHEBAEGEED (AT ERED
BITRA R HRE)

ARPESTTEHELEARNRE - ER
HEZHN—F D ARAREEFEEE
BARRA N BE BRI E AR R o
AEESREBESNEE  BBEXHN
BB~ BEITHRA RBITHE S HE
B3R A BB T LR EANE -
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37. FINANCIAL INSTRUMENTS

a.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

37. €T A

Categories of financial instruments LRI AMNER
2016 2015
—E—-RE —T—0F
HK$°000 HK$'000
FHET FET
Financial assets cRMEE
Loans and receivables (including B KMEWZIE(BEEREES M
cash and cash equivalents) ReFMEER) 1,164,641 1,155,998
Financial liabilities cRAR
Amortised cost IR 1,056,400 1,166,039

Financial risk management objectives and
policies

The Group’s major financial instruments include
long-term receivables, trade and bills receivables,
other receivables, amounts due from related parties,
pledged bank deposits, bank balances and cash,
trade and bills payables, other payables, amount
due to non-controlling interest of a subsidiary and
bank borrowings. Details of the financial instruments
are disclosed in respective notes. The risks
associated with these financial instruments include
market risk (currency risk and interest rate risk),
credit risk and liquidity risk. The policies on how to
mitigate these risks are set out below. The
management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

SRIEBEENBEERBEE

AEENTIZSRTABRERY
FEUFRIR - B 5 U IA K fE i
RiE - HMEWHIA - BUEE
FROE - BEMIRITER - RIT
mHpkRE  EHRNFALE
NERE - EMEMHRIER - BN —
FE BT B8 2% ) FE 4% A e 2 SRR A
RITEE - ZFEMIEANFE
ERNEEH EARKE - ZF TR
TARBAANAR - BREM5ER
(EBER N XRER)  FER
RERBE SRR - AR E
ZERBOBREN N - BE
BEELEEZTRER - AR
RE MBS B U EREUE & M i
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37. FINANCIAL INSTRUMENTS (continued) 37. TRIT A #®)

b. Financial risk management objectives and b. ZREAREENBEERBEE(E)
policies (continued)
Market risk ™5 Bk
() Currency risk 0 EEERE

The functional currency of the Group’s
principal subsidiaries is RMB. While most of
the Group’s operations are transacted in the
functional currency of the respective group
entities, the Group undertakes certain
transactions denominated in foreign
currencies. The Group currently does not have
hedging policy in respect of the foreign
currency risk. However, the management
closely monitors foreign exchange exposure
and will consider hedging significant foreign
currency exposure should the need arise.

The carrying amounts of the Group’s foreign
currency denominated monetary assets and
monetary liabilities at the end of the reporting
date are as follows:

AEETENBRRNIRE
EBR/ARYE - IR AKE
REDEBFASEEE L
WREEBETR S - A%KE
TRETTE T AINEFHEM R
5 o ARE R AL EAEIN
BEE [ Bz B9 SR UK © AR
E IR E A5 E ) BL ORI SN EE &
B - YAST B E B
ERINER -

RS BIR - ANEE AN
HENEEEENREKAE
BREENT

2016 2015
—E-XRE —ET—EF
HK$’000 HK$’000
FHET FET
Assets BE
HKS$ BT 56,591 77,524
Liabilities =k
HK$ BT 589,736 567,172

2016 FE EEHRE BHIEREBERAR]
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37. FINANCIAL INSTRUMENTS (continued)
b. Financial risk management objectives and
policies (continued)
Market risk (continued)

(i)

Currency risk (continued)

Sensitivity analysis

The Group is mainly exposed to the currency
of HK$.

The following table details the Group’s
sensitivity to a 6% (2015: 6%) increase and
decrease in the RMB against HKS,
respectively. 6% (2015: 6%) sensitivity rate
represents management’s assessment of the
reasonably possible change in foreign
exchange rates. The sensitivity analysis
includes only outstanding foreign currency
denominated monetary items and adjusts their
translation at the end of the reporting period
for a 6% (2015: 6%) change in foreign currency
rates. The sensitivity analysis includes bank
balances, receivables or payables and bank
borrowings denominated in a currency other
than the functional currency. A positive number
below indicates an increase in post-tax profit
where RMB strengthens against HK$. For a
6% (2015: 6%) weakening of RMB against the
HK$, there would be an equal and opposite
impact on the profit.

37. €MI EH %)
b. ¢RERSEMNEERBE(E)

FIEER (F)
() EEER (&)
BURE S
5 45 [ 2 G T 5 M

B o

TREFNARELATAE
N B {E6%( T — HF :
6%) MIER T » NEBERSK
RREDH - GURE L E6%
(ZE—RF:6%)REE
B INEE R L BA
BETE - IREDTER
FELAMNESHER R EEEY
HE - WHREHRIZE%
(ZE—H0F :6%)INEE
EEBRABERE - FURE
DI BIERITEE - BUK
BREMRERRITEE
(AThRE B HE DASN Ry R E 51
B) > T EHERRARE
HAETTHER  BRE&EF
AL - AR AT
7 H6%( = T — . F:
6%) * K EF B FEER

B 488
rE°

2016 2015
—E-RE —FT—1F
HK$’000 HK$’000
FHERT FHET
Profit for the year F B A
HK$ PETT 23,992 22,034

Note: This is mainly attributable to the net exposure to
outstanding bank balances, receivables, payables
and bank borrowings in HK$ at end of the reporting
period.

PYEE: Lt ARVE B = 22k B ¥R S
RIABTTRHER KRB R
TR R EROR B
FIARRITEE
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37. FINANCIAL INSTRUMENTS (continued)
b. Financial risk management objectives and
policies (continued)
Market risk (continued)

(i)

Interest rate risk

The Group is exposed to cash flow interest rate
risk in relation to variable-rate bank balances
and bank borrowings (see notes 28 and 31
respectively). It is the Group’s policy to keep its
bank borrowings at floating rate of interests so
as to minimise the fair value interest rate risk.
The Group’s cash flow interest rate risk is
mainly concentrated on the fluctuation of Hong
Kong Interbank Offered Rate arising from the
Group’s HK$ denominated bank borrowings.

The Group’s fair value interest rate risk relates
primarily to its corresponding fixed-rate
pledged bank deposits and bank borrowings
amounting to HK$6,731,000 (2015:
HK$2,173,000) and HK$55,563,000 (2015:
HK$123,486,000) respectively. The
management will consider hedging significant
interest rate exposure should the need arise.

Sensitivity analysis

The sensitivity analysis below has been
determined based on the exposure to interest
rates on variable-rate bank borrowings. The
analysis is prepared assuming the variable-rate
bank borrowings outstanding at the end of the
reporting period were outstanding for the
whole year. As the management considers the
exposure to interest rate risk in relation to bank
balances is insignificant due to the low level of
bank interest rate, bank balances are excluded
from sensitivity analysis. A 100 basis points
(2015: 100 basis points) increase or decrease
is used and represents management’s
assessment of the reasonably possible change
in interest rates.

37. €MIT EH %)

THEREENEEREE(E)

mISER(E)
(i) FIFEmER

AEEMEERSRE N E
Rk E BEZ BIRITEHRK
RITIEE (9 B R sE28 &
3EB - REEMBURA
BEHIBITERMNEREF
B UREREALEET
LR - AEBHRSRE
FEREBREEEFNAEE
LB TTRHERITIEENES
SRITRIEREFIR L -

REERN AR BEMNERR
TEZHEEEETEEXRER
HIRITERRBITEE
8 - o 5 A&6,731,000/% 7T
(ZZ—F% :2,173,000/8
7T ) }.55,563,0007%8 7T ( —
T — F 4 ¢ 123,486,000
L)  BEEERRLERE
B R ERFIRER

BURE DT

AT BURE DM TIERE R
RITEENNEEARETE -
BRDHIHBRENHRE IR
R REEHFE BIRITIEER
EEFEHREEMRE
HRNEEERSIRTTHEE
MBI - SRITAEBRPTARR
MR EREN - ARG
EoT I T EEIRITAER
7 AT BR A R 22 3 0 100 fE &
B(—ZT— I 1001H £
B KREEBHNEE
A Be N H) AT o
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37. FINANCIAL INSTRUMENTS (continued)

b.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016

Financial risk management objectives and

policies (continued)

Market risk (continued)

(i) Interest rate risk (continued)
Sensitivity analysis (continued)
If interest rates had been 100 basis points
(2015: 100 basis points) higher/lower and all
other variables were held constant, the
Group’s post-tax profit for the year ended 31
December 2016 would decrease/increase by
HK$4,667,000 (2015: decrease/increase by
HK$5,176,000). This is mainly attributable to
the Group’s exposure to interest rates on its
variable-rate bank borrowings.

Credit risk

As at 31 December 2016, the Group’s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties is arising from the
carrying amount of the respective recognised
financial assets as stated in the consolidated
statement of financial position.

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

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings
assigned by international credit-rating agencies or
state-owned banks located in the PRC.

—RNFE+ZA=T—HBILFE

37. €MI EH %)

TRHEREENEEREE(E)

SRR (&)

(i) FIERE (&)
BRRE DT (&)
fis R 2= 18 00,k 4> 100 1R E
B(—ZT—RHF:100@HE
2h) - METAE H AL B
T8 BIAKEHZE-ZT
—ANE+-A=+—HItE
[E RIBR BB s RIS R 15
in4,667,000%8 t( = &
— R F: R g
5,176,000%7C) * TE KA
AEEZBRITEEMEAR
=R

FERKE

m= g_/\$+_ﬂ I—f——a
REBEFRAERSEERR AR
RHHITRERITE Egﬁ$%
B HIRAEEE - TIREERE W
BRRBMERMAHSEEERS
BMEEREEE -

REEREEERR  ~AEEE
BEERIK— i%ﬁéﬁ#iﬁ
ER%E  EEFH L EMEEE
B DAREORBRERERAETTEY UL 38
HIETS - B4 AEERZ RS
HRie 5 % R E R EIE /Y A] Y ol
R TR AT B & B AT
R AHRERE - Bt - AR
FAEERRAEENEERRA
R

HREF T HEBRREE TR
B AEEFRERNRITHSD
BOBEART Bt RBES
MIEERBRER -
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37. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and
policies (continued)

Credit risk (continued)

The Group has concentration of credit risk as 23%
(2015: 25%) and 60% (2015: 72%) of the total trade
receivables was due from the Group’s largest
customer and the five largest customers
respectively within the printing of cigarettes
packages segment. The Group is also exposed to
the concentration on geographic segment of the
PRC. At 31 December 2016, approximately 95%
(2015: 95%) of the Group’s trade and other
receivables are arising from counterparties whose
principal place of operations is the PRC.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The
management monitors the utilisation of bank
borrowings and ensures compliance with loan
covenants.

The Group relies on bank loans as a significant
source of liquidity. As at 31 December 2016, the
Group has available unutilised bank borrowings
facilities of approximately HK$378,913,000 (2015:
HK$466,408,000).

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on
the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can
be required to pay. The maturity dates for other
non-derivative financial liabilities are based on the
agreed repayment dates.

—RNFE+ZA=T—BILFE

37. €M I A

b.

THEREENEEREE(E)

EERK(E)
HRAEEE S EKFEEEE
F23%(—F — A F:25%) &
60% (ZZT—HF : 72%) 7 Bl %K
BAEEEERE R IR
AREERAARFE  ALAEE
AZEREERR - znx%@ma
R o ERERENRR
R-ZT—XE+=-_A=+—8"
REBBHBH( —ZFT — A F:
95%) B B 5 K EL b FE W3R IE 2K
BUFEAETBEEMENTS
o

RBEERER
/\M}E/m@ﬁﬂi H;r $§§@

BHETE “I[H%ﬁi&fﬁi% B
MEFEEREER BT ERK
T URAEENSERTEESR
WHERERERDNTE - &
BEeEERTEENESAE
S WHEREFE R -

AREEBRBIRTERATERS
BeRR -N=ZZE—X"F+=A
=t+—H  AEBEAEEHEE
PABRTEEREDN A
378,913,000 (=T — R F :
466,408,000 7T) °

TRFAVAEBIETECRBE
MEIREHHAR - IIREIAARSE
EEEECRMABENRFANE
THEREBERNTARSRER
Flo HibFETAE SR BENDIH
BOREHEEEBHET -
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37. FINANCIAL INSTRUMENTS (continued) 37. €eMI HE#®)
b. Financial risk management objectives and b. £REAREENBEERBEE(E)

policies (continued)

Liquidity risk (continued)

The table includes both interest and principal cash
flows. To the extent that interest flows are floating
rate, the undiscounted amount is derived from
interest rate at the end of the reporting period.

RBESRRE(E)

KERRBMNERAEHERE
W F SR AFEFIER - BRI
ERTVRIRE MR R R E

78
1= °

Liquidity tables MEBEREK
Weighted  On demand Total
average or less undiscounted Carrying
interest rate than 1 year 1-2years  over 2 years cash flows amounts
mE  BEXH KBRS
Rk -£n -ERERN  BERE  REAE REE
% HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
TET TET TET TET TET
2016 —E-RE
Non-derivative financial JE{T4£E&BEE
liabilities
Trade and bills payables & 5 FEf 508 %
ENEE = 313,160 - - 313,160 313,160
Other payables HifENFIE - 61,655 - - 61,655 61,655
Amount due to EN—AMBER
non-controlling interest A}z FIA
of a subsidiary - 3,775 - - 3,775 3,775
Bank borrowings BITEE
— floating rate — FEF% 3.18 383,765 158,773 113,982 656,520 622,247
— fixed rate — EEFIR 4.38 57,996 - - 57,996 55,563
820,351 158,773 113,982 1,093,106 1,056,400
2015 —E-EHF
Non-derivative financial JE{T£&REE
liabilities
Trade and bills payables 2 5 fERTFIE K
ANES - 282,158 - - 282,158 282,158
Other payables Hib e IR - 70,208 - - 70,208 70,208
Bank borrowings BITEE
— floating rate — FHF% 3.70 438,055 123,432 175,148 736,635 690,187
— fixed rate — BEEF = 4.94 129,580 - - 129,580 128,486
920,001 123,432 175,148 1,218,581 1,166,039
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37. FINANCIAL INSTRUMENTS (continued) 37. €eMIE#®)
c. Fair value c. AREE
The fair value of financial assets and financial SREEREBREENANEE
liabilities is determined in accordance with generally DIRERTRREERESTHA
accepted pricing models based on discounted cash REBERET -
flow analysis.
The directors of the Company consider that the RAREBRE  REHEKAT
carrying amounts of financial assets and financial ANGETBEREROEMEENLS
liabilities recorded at amortised cost in the mEENEMEREERNEENR
consolidated financial statements approximate their H o
fair values.
38. OPERATING LEASES 38. KEHE
The Group as lessee AEBHEBEA
At the end of the reporting period, the Group had RGN REEHTAIHELSE
commitments for future minimum lease payments under MHE 8RR &K FE N HEE R KA
non-cancellable operating leases which fall due as I
follows:
2016 2015
—E—XE —ET—HhF
HK$’000 HK$’000
FET FET
Within one year —FR 203 1,213
In the second to fifth year inclusive ~ £ _-FEXFHE
(BREEREMF) 567 1,729
860 2,942
Operating lease payments represent rentals payable by REHENRIERAERFHEETHA
the Group for certain of its office premises. Leases are =EMENFENTES - HEIRZFEH2E4
negotiated for an average term of 2 to 4 years and rentals FHEIRER REBEHEERLEET
are fixed over relevant lease term. g -
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38. OPERATING LEASES (continued)
The Group as lessor
Property rental income earned during the year was
HK$1,303,000 (2015: HK$2,246,000). All of the Group’s
investment properties are held for rental purposes. All of
the properties held have committed tenants for the next
1 year.

At the end of the reporting period, the Group had

—RNEFETZA=t—HIEFE

. REHEE )

AEEBHBEA
FRRIAERS WA A 1,303,000 7%
TT(ZZ—F4F 2,246,000/ 7T) - FiA
AEBEREVERRDREAEM
BB FIERBENNERKRE—FEER
AGEEE o

RBEHPR - AREEBFTONR

contracted with tenants for the following future minimum

lease payments:

REEEERRMT

2016 2015
—E-RFE ZZT—hF
HK$’000 HK$’000
FERT FHT
Within one year —FR 2,357 3,110
In the second to fifth year inclusive THEEZERF
(BREEEMSF) 1,281 -
3,638 3,110
39. CAPITAL COMMITMENTS 39. EAREE
2016 2015
—E—-RE “E—RF
HK$°000 HK$'000
FERT FHT
Capital expenditure in respect of the RiF& IRz AF R
acquisition of property, plant and WHEYIZ BB MR HER
equipment contracted for but not BRI HMERBENERNRAT
provided in the consolidated
financial statements 7,868 40,211
Capital expenditure in respect of the é-\.ﬁﬂﬂ#ﬁi%ﬁ)\#f&
investment in an associate —EHERRIEERN
contracted for but not provided ;.T HERBENEARRAX
in the consolidated
financial statements - 14,113
7,868 54,324
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40. SHARE-BASED PAYMENT TRANSACTIONS 40. LI\ AERSRNRS

Equity-settled share option scheme of the
Company

The Company’s share option scheme (the “Scheme”),
was adopted pursuant to a resolution passed on 4 March
2009 for the primary purpose of providing incentives to
directors, employees, customer or supplier of goods or
services to any member of the Group, consultant,
adviser, manager, officer or entity that provide research,
development or other technological support to the Group
or its members (the “Eligible Participants”), and will expire
on 4 March 2019. Under the Scheme, the directors of
the Company may grant options to Eligible Participants
to subscribe for shares in the Company.

The total number of shares in respect of which options
may be granted under the Scheme is not permitted to
exceed 10% of the shares of the Company in issue at
any point in time, without prior approval from the
Company’s shareholders. However, the total maximum
number of the shares which may be issued upon exercise
of all outstanding share options must not exceed 30% of
the issued share capital of the Company from time to
time. Options granted to a substantial shareholder or an
independent non-executive director of the Company, or
to any of their respective associates, in excess of 0.1% of
the shares of the Company in issue at any time and with
an aggregate value (based on the closing price of the
Company’s shares as stated in the daily quotation sheets
issued by the Stock Exchange at the date of the grant) in
excess of HK$5 million, within any 12-month period, are
subject to shareholders’ approval in advance in a general
meeting.

RRARARATEEBREE

AAEIERER S (T8 ) RIER =
ZENF=AWRBBERBERER
M ETERNEF RBE FP%EM
SRR - AR - A - KR
TTHRABRAANEBELEKE R FR
Ht kR ENER (A5
RSEEDELHRR AR _-F
—NFE=ZAMBEm - REE - K
NAEFARAERSEERHER
18 URBARRBI ©

FEREARRNFIRREFHOED TR T -
R IEEH ST B8 1% ) A B8 AR /0 B A AR
MBRETBHBAaRRGEREEHE
BT M 10% AT - BEITE
RITEBREEATEBRITHOROES
BHENS BB AR R TR EZEITRA
30% ° filA —HBARE) £ B ERIE
VERTEETHEESANEMBHE
AT 8RR TR 12 & A B
HEARNREMKERENE ZETRG
01% RBEB(UBIFRELBEH
BHMZHRERMBRAQRRMDU
& & X% ) H % 5,000,000 T © &
EERBRERE FEUSREBLE -

2016 FEHRE BEEIERERBRAF
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40. SHARE-BASED PAYMENT TRANSACTIONS 40.

(continued)

Equity-settled share option scheme of the Company
(continued)

Options granted must be taken up within 28 days from
the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. Options
may be exercised at any time for a period determined by
its directors which shall not be later than the day
immediately preceding the tenth anniversary of the date
of grant. The exercise price of the share options must be
at least the highest of (i) the nominal value of an ordinary
share on the date of grant; (ii) the closing price of the
Company’s shares as stated in the daily quotations sheet
of the Stock Exchange on the date of the offer of the
share options; and (i) the average closing price of the
Company’s shares as stated in the daily quotations sheet
of the Stock Exchange for the five trading days
immediately preceding the date of the offer.

For the years ended 31 December 2016 and 2015, no
share options had been granted and the Company had
no share options outstanding at 31 December 2016 and
2015.

41. PLEDGE OF ASSETS 41.

At the end of the reporting period, the carrying amounts
of the assets pledged by the Group to secure the bank
borrowings granted to the Group are as follow:

P BERNROR S (@)
0 AR A E AR AR B (40

REOBREENIR L BE% 288 A
%% ERABRINEEREEHE1E
T BIRERI N EEE T A B RER
1 AP SEREERTLBH+E
FRIEH - BRETFEEBEAUTH
S () REBBREEROEE : ()R
REBRER BT A RERAA
HwAR RGN TIE i) BER
T HHAAERS BERATEHRE
RETHRA R RRMD A FHI R THE -

B2 _Z— R FER-_ZT—HF+=-A
=t+—HIEFE BMERDBERE
MARNBR-_E—ARFR_ZE—HF
T A=+—BIRERRIT{EREARAE o

EERH
RBEHPR - AREEFAERET
AEBENRITIEENEERTENT

2016 2015

—E-RE —FT—1F

HK$’000 HK$’'000

FERT FHT

Property, plant and equipment ME - WE MR 80,761 113,865
Prepaid lease payments AR ERE - 4,752
Investment properties REME 121,290 123,815
Trade receivables 2 5 EWFRIA 574,584 483,547
Bank deposits RITHER 6,731 2,173
783,366 728,152

164 BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016



Notes to the Consolidated

Financial Statements

eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

42. RELATED PARTY TRANSACTIONS

42. BEFIRS

(@) Transactions with related company (a) HBEATNRS
The Group had the following significant transactions RAFEERN  RNEBEITIIE
with related parties during the year: RNEBERRS :
2016 2015
—E-RE —ZT—HF
HK$’000 HK$'000
FHET FHT
Non-controlling interests HHEBARBEAREILN
with significant influence RS
over the subsidiaries:
Printing of cigarette packages ENfRIIE & 2 3,475 8,222
Company controlled by HAQAR —BREEZZFHH
a director of the Company: NS
Service income AR TG A = 2,965
Purchase of printing and BE R B EMS
packing machineries 7,755 6,099
An associate: —EBE AT :
Printing of cigarette packages VR &E B E 11,128 -
Company under controlled by 3% 2 I& B 38 9 3T 35 42 41l B4
the close member of the YN
Controlling Shareholder:
Rental expense HeRx 379 1,392

2016 FEHRE BEEIERERBRAF
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42. RELATED PARTY TRANSACTIONS (continued) 42. BBER RS (&)

(b) Balances with related parties are disclosed in the (b) BEBELEBNGAMBKEMKIHRE
consolidated statement of financial position and in EMsE27 #HEE -
note 27.
(c) Compensation of key management personnel (c) EEEEBAEME
The remuneration of directors and other members RAFE BEEREMTEE
of key management during the year was as follows: EBEABHNEMEMT
2016 2015
—EB-XRF T -hfF
HK$’000 HK$'000
FHET FHT
Short-term benefits 2 BTE A 6,263 7,647
Contribution to retirement RIREFIFT B K
benefits schemes 154 244
6,417 7,891
The remuneration of directors and key executives is EELTETHAENMEA
determined by the remuneration committee having FEZBEeREREARE R
regard to the performance of individuals and market MIHBEIEETE -
trends.
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43. PARTICULARS OF SUBSIDIARIES OF THE  43. A AR E A St E

COMPANY

Particulars of the Company’s subsidiaries at 31
December 2016 and 2015 are as follows:

NRZE—-REFR-ZE—RE+_-A

=+—A8  ARAKBAAFENT ;

Place of Issue and fully
establishment/ Proportion of registered capital/issued paid ordinary
incorporation/ share capital/equity interests and share capital/
Name of subsidiary operation voting power held by the Company registered capital  Principal activities
BRTREY
R/ EMAYL/ AAABERMREBRITRE/ BRER
WEARERE EESE RABERREERS BA/ERERE  TEEE
Directly Indirectly
Hi B
2016 2015 2016 2015
ZE-XE ZZ-1F ZB-XF ZT-hfF
% % % %
Brilliant Circle British Virgin Islands 100.00 100.00 = - US$200  Investment holding
Management Limited
(BEMERERLA) RERUES 200%T  BRAER
Brilliant Circle Group British Virgin Islands - - 100.00 100.00 US§1  Investment holding
Holdings Limited
(EMEEERERAT) RERUES 12T RAER
Brilliant Circle Printing & British Virgin Islands - - 100.00 100.00 US$10,000  Investment holding
Packaging Limited
(BEBHORIEEERAR) RERUES 10000%Fr REER
Union Virtue International Limited British Virgin Islands - - 100.00 100.00 US$1  Investment holding
(REBRBRAR) RERUES 12T RAER
Brilliant Circle Development Limited ~ Hong Kong - - 100.00 100.00 HK$2,000,000  Investment holding
(BEBERERLA) B 2,000,000 HAER
Champion League Investment British Virgin Islands - - 100.00 100.00 US$100  Investment holding
Holdings Limited
(BERAERERAT) RERUES 100%L  REER
Sanbond Investment Limited Hong Kong - - 100.00 100.00 HK$100  Investment holding
(BEREERLA) 9% 100%8r  REER
S EIMREIRIER AR PRC - - 10000  100.00 US$12,461,000  Printing of cigarette
(Bengbu Jinhuangshan Rotogravure packages
Printing Company Limited) & 12,461,000  HREERE
FYEBORBR AR PRC - - 10000  100.00 HK$9,600,000  Investment holding
(Shenzhen Guilian Printing Limited) EF 9,600,000  RAMER
(“Shenzhen Guilian”)
2016 FERE EBERBEEERIA
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43. PARTICULARS OF SUBSIDIARIES OF THE 43. XA R B A RFH1E (&)

COMPANY (continued)
Place of Issue and fully
establishment/ Proportion of registered capital/issued paid ordinary
incorporation/ share capital/equity interests and share capital/
Name of subsidiary operation voting power held by the Company registered capital  Principal activities
BRTREH
B/ EmEL/ AARABEEMREBRITRE/ BREE
WEAFER BEHY RAEZRREERD BA/EMBRE  TEER
Directly Indirectly
H# Rt
2016 2015 2016 2015
—E-NE ZZ-0F ZF-AE _Z-1F
% % % %
RITRFABERAR" PRC - - 99.49 9949  RMB194,720,000  Printing of cigarette
(Shenzhen Kecai Printing Co., Ltd.) packages
HE ARE  HREEAE
194,720,000
EREREVERRBRAF" PRC - - 79.60 79.60 US$3,000,000  Printing of cigarette
(Xiangyang Jinfeinuan Colour packages
Packing Co., Ltd.) FE 3000000%L HRIBERSE
BAZABENHERAR" PRC - - 80.00 80.00 US$1,000,000  Manufacturing of
(Zhaotong Antong Package laminated paper
Material Co., Ltd) HE 1,000000%7T HEAMEE
Giant Sino British Virgin Islands 60.00 60.00 40.00 40.00 US$100.00  Investment holding
FE RERUES 100%T  RERR
Emperor Great Investments Limited ~ British Virgin Islands 100.00 100.00 - - US$100.00  Investment holding
(FRREBRLF) RERUES 100%T  RERR
Fortune Chaser Limited Hong Kong - - 100.00 100.00 HK$100.00  Investment holding
(RIEBRRR) EE 10087 RERR
Empire Sail Limited British Virgin Islands 100.00 100.00 - - US$100.00  Investment holding
(FRBRRR) RERUES 100%T  RERR
Best Legend International Hong Kong - - 100.00 100.00 HK$10,000  Investment holding
Holdings Limited
(REEREEERERAR) EE 1000087 RERR
* Company incorporated as a sino-foreign entity. . AREMRL ARG R -
# Company established as foreign invested limited liability — # DA AR EBRAT -

company.

168

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2016



Notes to the Consolidated
Financial Statements

eI RRME

For The Year Ended 31 December 2016 &#Z —Z— R F+_A=1+—HILFE

43. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (continued)
None of the subsidiaries had issued any debt securities
at the end of the reporting period or at any time during

43. AR T B A AFHE &)

R|EMRIAFREAMER - BE
ff & R R T A ERE S o

the year.
44. STATEMENT OF FINANCIAL POSITION 44, DT BRI R Gk
AND RESERVE OF THE COMPANY
2016 2015
—E—XRE —E—RF
HK$’000 HK$’000
FET TFET
Non-current asset ERBEE
Interests in subsidiaries R B A R A RERS 1,255,609 1,255,609
Current assets MEEE
Other receivables H fib e 1B 17 107
Amounts due from subsidiaries NG R - 146,506
Bank balances and cash RITEREIRE 12,108 2,258
12,125 148,871
Current liabilities RENEE \
Other payable and accruals HibERA A R ETE 700 560
Amounts due to subsidiaries NG 39,597 -
Bank borrowings IRITEE 330,662 223,162
370,959 223,722
Net current liabilities REBAEEHE (358,834) (74,851)
Total assets less current liabilities EEAER A ERE 896,775 1,180,758
Non-current liability £ B
Bank borrowings RITEE 258,248 277,660
Net assets EEZFEE 638,527 903,098
Capital and reserves EXRHE
Share capital LN 7,839 7,839
Reserves s 630,688 895,259
638,527 903,098

The Company’s statement of financial position was
approved and authorised for issue by the Board of
Directors on 24 March 2017 and are signed on its behalf

RRARMBRNBREEEETSN
T—tHF-_A-THBEHERKET

by: T WHTIESKREE
Mr. Cai Xiao Ming, David Mr. Qin Song
ERBLE R EE
DIRECTOR DIRECTOR
o EF
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44. STATEMENT OF FINANCIAL POSITION 4. XA F BT R FEERE
AND RESERVE OF THE COMPANY (&)
(continued)
Movement in reserves HEEE
Retained
profits
Share Share Other (Accumulated
capital premium reserve losses) Total
REEF
e R EE HitE  (RiHER) st

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

At 1 January 2015 RZE—hEF
—F—H 7,442 4,805,003 (4,185,977) (60,439) 566,029

Ordinary shares issued  EBIRINECE

by share placing BITEBRR 397 134,610 - - 135,007
Transaction costs BT ERES

attributable to issue of X HAA

new ordinary shares - (2,700) - - (2,700)
Profit and total ERENR

comprehensive income 2z EE

for the year - - - 604,573 604,573
Dividends recognised s H2A7 kKIS,

distribution - - - (309811)  (399,811)

At31December 2015  WH=-FE—-1F

+-A=—H 7,839 4,936,913 (4,185,977) 144,323 903,098
Loss and total ERNEBR
comprehensive *EAYER
expense for the year - - - (24,685) (24,685)
Dividends recognised as  H2A7 TR E.
distrioution - - . (030886)  (239,886)

At 31 December 2016 R=ZZE—XF
+-RF=1+—-H 7,839 4,936,913 (4,185,977) (120,248) 638,527
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hEHBERE

(A) RESULTS

(A) ¥4&

For the year ended 31 December

BETZA=+-HLEE

2012 2013 2014 2015 2016
“F-ZF ZT-=F ZF-MF ZT-AF ZF-~F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THT THT TET TET
Revenue Wiz 1,939,440 1,882,954 1,703,423 1,494,961 1,407,209
Operating profit R 364,089 375,938 370,738 297,851 270,508
Share of profit of associates 7% A &) 197,767 212,342 214,906 178,625 86,429
Share of profit of NME—EEELERF
ajoint venture - - - - 57
Profit before taxation BRI AR A 561,856 588,280 585,644 476,476 356,994
Taxation T (98,772) (89,084)  (104,023) (79,796) (69,760)
Profit for the year from SELEER
continuing operations HEERF 463,084 499,196 481,621 396,680 287,234
Profit/(loss) for the year from B #% |F & & ¥ 7%
discontinued operations MERER,/
(B#8) - 2,756 1,411 (6,078) -
Attributable to: FEfE
Owners of the Company A GEIHEA A 432,630 454,345 453,711 386,372 285,827
Non-controlling interests Y 30,454 47 607 29,321 4,230 1,407
463,084 501,952 483,032 390,602 287,234
2016 FERE EBERBEEERIA
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hEHBEHRE

(B) ASSETS AND LIABILITIES (B) EEREE

At 31 December

R+=B=t+—8
2012 2013 2014 2015 2016
T T ZT-NF —T-hF ZE-RF
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TET TET TR TET TR

TOTAL ASSETS EEAE 4,651,145 4,606,567 4,483,161 4,368,408 4,158,124
TOTAL LIABILITIES BEASE (2,168,889) (1,711,230) (1,455,642) (1,385,294) (1,282,964)

2,482,256 2,895,337 3,027,519 2,983,114 2,875,160

EQUITY ATTRIBUTABLE TO: L\ T A (L #E :
Owners of the Company ARTHEBA 2247473 2,637,313 2968868 2,930,460 2,828,968
Non-controlling interests RS 234,783 258,024 58,651 52,654 46,192

2,482,256 2,895,337 3,027,519 2,983,114 2,875,160
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