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2016 Change

EBEREEK T L) RESULTS HIGHLIGHTS (HK$'000)
g Revenue 1,247,942 16%
BREADEF(E8) Profit/(loss) before tax (140,167) TEA N/A
RARIERFER A Profit/(loss) attributable to equity

FEMESm A, (E1E) holders of the Company (173,087) TEA N/A
BEBE Total assets 3,307,171 0%
IR R A Shareholders’ funds 2.665,650 3%
BEITARA Issued share capital 63,053 0%
REBEEFE Net current assets 1,495,379 2%
BREE PER SHARE DATA
BREARRF,(EE) Basic earnings/(loss) per share

(GEMl) (HK cents) (27.5) TR N/A
SRR E GEN) Cash dividends per share (HK cents) 5.0 44%
BREEFE(ET) Net assets per share (HK$) 4.3 -5%
FERKLER KEY FINANCIAL RATIOS

TR EESRIHRE (%)
FHEERERRE(%)

Return on average shareholders’ funds (%)
Return on average total assets (%)

(6.2) T N/A
(4.9) TEF N/A

BRERAEARSE
2017F9R12H(E 8 =) NF MAeFIE

Annual General Meeting (AGM)
12 September 2017 (Tuesday) at 4:00 p.m.

7 — 12 September 2017

J% 3R 50 Register of Shareholders
TEpERhBPER(BEREMRXBIEEN) Closure of Register (both days inclusive)
HERREFAGEA 201749 A7H=E12H For attending AGM

(EHNZEEH-) (Thu - Tue)
REARR B K& For Final Dividend and

R Rl R BB A

BRE(BR)
REIRE
&3 B H
RERE
B R H BB
&3 HBHR

20179H18HZE19H

(EH—%EH )

Special Final Dividend

Dividend (per Share)

BEET AN Interim Dividend
201791 R128 (£HW™) Paid on

D 61l Final Dividend

B3 211 Special Final Dividend

201749 R 29H (8 F) Payable on or about

18 — 19 September 2017
(Mon — Tue)

HK1.4 cents

12 January 2017 (Thu)
HK2.6 cents

HK3.2 cents

29 September 2017 (Fri)
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For the financial year ended 31 March 2017, the Group registered total
turnover of HK$1,451 million (2016: HK$1,248 million), an increase
of 16% as compared with last year. Profit attributable to equity holders
was HK$51 million (2016: loss of HK$173 million), but would have
been HK$94 million (2016: loss of HK$107 million) if foreign currency
impacts were not considered.

Generally speaking, the global economy remained plagued by
instability during this financial year, with multiple unanticipated events,
such as Brexit, and Republican victory in the U.S. presidential election,
taking the world by surprise and causing uncertainty. In addition,
some developing countries faced geopolitical instabilities, hampering
their fragile economic development. China, on the other hand, was
comparatively more stable than the rest of the world, despite facing
its own problem of persistently slowing Gross Domestic Product (GDP)
growth. During the second half of this financial year, we saw clear
improvements in economic indicators coming out of China, and our
order-books also expanded.

Despite volatile market conditions, the Group’s new “Sixth Generation”
product line, the MK6 (Mark-Six) series — product of the Group’s
relentless focus on technology as core competence — managed to
be highly revered and praised by customers and, with increased
production volume, succeeded in capturing new market share. As
more and more MK6 injection moulding machines entered the factory
floors of new customers and existing high-end customers of the Group,
word-of-mouth has spread wide, which in turn reinforced general
market confidence and further drove up demand.

During this financial year, the Group also continued to expand its
market share in large- and ultra-large-tonnage injection moulding
machines. In addition to shipping a 6,500-ton ultra-large two-
platen injection moulding machine (with Y-Injectors Technology)
to Australia — a showcase of prowess in large-tonnage two-platen
technology, increasing proficiency with the technology also allowed
the Group to successfully break into a number of first tier automotive
parts suppliers as approved vendor. The Group considers this feat
a significant milestone in its development of large-tonnage injection
moulding machines and has high expectations in this product line.

CHEN HSONG HOLDINGS LIMITED
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Based on latest economic indicators, the U.S. economy is expected
to grow only sluggishly for the coming year. Despite the U.S. Federal
Reserve officially starting its rate-hike cycle, interest rate increases
had been slower in coming than expected. Setbacks faced by the new
U.S. Government for many of its controversial policies only add to
future uncertainty. What is certain is that, with the U.S. rate-hike cycle
rolling into motion, currencies of many developing countries are bound
to experience increased volatility, potentially disrupting their fragile
economic recoveries. The Eurozone will be no less complex and remain
unclear, with major elections coming up in many countries potentially
disrupting status quo, as well as Britain’s exit negotiations with the
European Union.

On the bright side, China’s “One Belt, One Road” initiative not only
helps resolve its overcapacity problem, but also lays the foundation
for economic growth in the near future. Eurasian economies should
benefit the most out of this. Furthermore, the “China Manufacturing
2025” initiative launched by the Central Government has given a
much-needed boost to the manufacturing industry, and will likely
encourage new investments in advanced production equipment.

The Group will face any up-coming challenges head-on by relying on
its traditional strengths of diligence, perseverance and solid, reliable
management. We will continue to invest in core competitiveness —
in pursuit of perfect quality, developing new products and advanced
technologies, as well as opening new markets around the world.

On behalf of the Board of Directors, | would like to give my heartfelt
thanks to all shareholders of Chen Hsong Group, our customers,
suppliers, business partners, and financial institutions for their long-
term support, and to our loyal and industrious employees for their
continued contributions over the years.

Chen CHIANG
Chairman

Hong Kong, 28 June 2017
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For the financial year ended 31 March 2017, the Group registered
total turnover growth of 16% over the previous year to HK$1,451
million (2016: HK$1,248 million). Profit attributable to equity
holders amounted to HK$51 million (2016: loss of HK$173 million).
Basic earnings per share was HK8.2 cents (2016: loss per share of
HK27.5 cents). The Group’s profits were adversely affected by further
devaluation of the Renminbi during this financial year, amounting
to net foreign exchange losses of HK$43 million (2016: HK$66
million), without which profit attributable to equity holders would
have been HK$94 million (2016: loss of HK$107 million). The Board
recommended the payment of a final dividend of HK2.6 cents (2016:
HKO.6 cent) and a special final dividend of HK3.2 cents (2016: HK3.2
cents) per share for this financial year.

Taken as a whole, the global market conditions for this financial
year were packed full of volatilities and uncertainties. Developed
western economies were complicated by a number of major disruptive
events, such as Brexit and the U.S. presidential election, while China
continued to be troubled by the persistent real estate bubble and the
Renminbi devaluation.

In the West, the U.S. Federal Reserve raised interest rate in December
2015 for the first time since 2006 but the pace of rate hikes was
slower-than-expected, most probably due to the weakness of economic
recovery. Many Western European economies remained gloomy with
stubbornly-high unemployment despite further quantitative easing by
the European Central Bank. England was plagued by Brexit, which
added uncertainties to its future economy.

CHEN HSONG HOLDINGS LIMITED
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On the other hand, situations were rosier in the East: driven by its
“One Belt, One Road” and “China Manufacturing 2025” initiatives, the
China economy experienced a small revival during the second half of
this financial year, with China’s official manufacturing PMI (Purchasing
Managers’ Index) figures spiking above 50 since September 2016
indicating healthy expansion of China’s economy in the second half of
this financial year.

Despite uncertain global market conditions, the Group continued
to enhance and perfect its “star product” — the “Sixth-Generation”
MK6 (Mark-Six) series of high-performance injection moulding
machines during this financial year. This product line, since launched,
had garnered tremendous amount of praises amid wide customer
segments, gaining market share at a steady pace. In addition, the
Group also made significant inroads into the automotive parts market
with its matured two-platen technology.

Due to an unexpectedly robust market during the second half, with
demands concentrated on the MK6 and two-platen product lines,
the Group experienced certain supply chain difficulties due to the
unavailability of spare parts and other bottlenecks at vendors. As a
result, there were demands that the Group had not been able to fulfill
due to lack of products — a situation that the Group is actively resolving
through working closely with suppliers to increase their capacities and

developing new supply sources.

JMA68-MK 6

JETMASTER MK6 Servo Drive Injection Moulding Machine

REEEERAA
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Breakdown of turnover, based on the location of customers, for the
year ended 31 March 2017 is as follows:

2016
(B FET) BE)
EFE i Customer Location (HK$ million) Change
B A BE R B/ S Mainland China and Hong Kong 802 +27%
=y Taiwan 103 2%
HA g Other overseas countries 343 3%
1,248 +16%
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China’s economy grew by 6.7% in 2016 (previous year: grew by
6.9%) — the lowest rate of growth in 25 years. Nevertheless it was
a respectable showing, a hallmark of China resiliency and stability,
compared to the economic turmoil experienced around the world.
During this financial year, the Central Government continued to tighten
its policies in order to curb an over-heated real estate market and fine-
tune commodities supply, unavoidably resulting in reduced output and
weak consumption. The U.S. presidential election result did nothing to
alleviate these conditions; immediately upon elected, the uncertainty
of how Sino-American trade relations would evolve had become
a most pressing question. The relationship between the Chinese
Government and the new U.S. Government has become “The Largest
Known Unknown” which will have repercussions on future economic
development worldwide.

CHEN HSONG HOLDINGS LIMITED
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During this financial year, China witnessed an explosive, but lopsided,
real estate price boom, a consequence of hot money speculation.
The Central Government started curbing such liquidity, which in
turn caused increased incidents of credit defaults from private and
state-own enterprises. The People’s Bank of China, in an attempt
to maintain economic stability and stem the exodus of the foreign
exchange pool, allowed the Renminbi to continue to devaluate.
These measures appeared to have worked to an extent, because the
Renminbi exchange rate started stabilizing since the last quarter of this
financial year, as with plateauing real estate prices. China’s economic
activities boomed during the second half of the financial year, bringing
great benefits to the manufacturing sector, with PMI spiking through
50 in September 2016 to rise to 51.7 in March 2017 — the strongest
showing in recent years. The Group also benefited from this welcomed
market boom during the second half of the financial year, with turnover
in China especially robust. Total turnover in China amounted to
HK$1,017 million (2016: HK$802 million), an increase of 27% over the
same period last year.

All was not quiet, however, in international markets. The year 2016
first saw Brexit causing large-scale fluctuations and fear in financial
markets, and the U.S. presidential election result threw a monkey
wrench into a lot of international matters, in particular the issue of
Sino-American trade relations. These uncertainties, compounded by
the U.S. Federal Reserve starting its rate-rise cycle, hammered many
developing countries in the middle of their economic recovery. Political
instability in certain key countries (e.g. Brazil, Turkey) had worsened
this situation. As a result, the Group registered major sales decline in
these regional markets (South America and Middle East, etc.). Luckily,
strong showing in Europe through the Group’s wholly-owned subsidiary
over there, with strong sales growth, helped cover part of the shortfalls
in other regions. Consequently, the Group registered only slight total
turnover decline of 3% in international markets to HK$333 million
(2016: HK$343 million).

Taiwanese customers relied mainly on the Europe and U.S. markets
and thus were less affected during this financial year; continued
recovery of the U.S. market also helped. As a result, the Group
registered only slight turnover decline of 2% in Taiwan to HK$101
million (2016: HK$103 million).

CHEN HSONG HOLDINGS LIMITED
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During this financial year, the Group’s new, “Sixth-Generation” MK6
(Mark-Six) series of injection moulding machines, which were based
on Japanese technology, continued to garner significant market
praises, with close to 700 sets sold by the end of this financial
year and projected to break through 1,000 sets by May 2017 — an
extremely encouraging rate of take-up. The MK6, product of years
of R&D investments by the Group yielding high return, is an all-
rounding performer with superior stability and price—performance
ratio, achieving a “repeat-order ratio” (i.e. the portion of customers
purchasing the MK6 and coming back for new purchases) that was
the highest in recent history of the Group. Within a very short period of
time, this product line will become the Group’s new star product, and
is expected to gain substantial market share in the future.

— -
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The Group’s two-platen injection moulding machines have always
been leading the cutting-edge among the industry in China. During
this financial year, new two-platen machines successfully broke into a
number of large, multi-national, first tier automotive parts customers —
paving the way for the Group to expand into the automotive sector.
The Group also delivered its second 6,500-ton ultra-large two-platen
injection moulding machine to Australia — another historical record. Up
to now, the Group continues to be the only Chinese manufacturer to
export ultra-large-tonnage (>6,000-ton) injection moulding machines,
with the score widening to two (the first 6,500-ton was exported by the
Group in 2014 to Israel). This 6,500-tonner also included the Group’s
new technology — Y-Injectors — which adds substantial flexibility
towards the customer’s production capacity.

The Group has continued to lease out certain not urgently needed floor
spaces in some of its factories in order to increase return on assets.
The Group will also continue to invest in factory automation to improve
production efficiency and to enhance the quality of products.

HEFRYEI 5T 56,500 WAKE AR PR =0T 221

SUPERMASTER 6,500-ton Ultra-large Two-Platen Injection Moulding Machine (with Y-Injectors Technology)
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Liquidity and Financial Conditions

As at 31 March 2017, the Group had net current assets of HK$1,519
million (2016: HK$1,495 million), which represented a 2% increase
over last year. Cash and bank balances (including pledged deposits)
amounted to HK$910 million (2016: HK$901 million), representing
an increase of HK$9 million as compared to last year. The bank
borrowings were HK$73 million (2016: HK$105 million), decreased by
HK$32 million, which were short term loans with floating interest rates
for general working capital purposes. The Group recorded a net cash
position of HK$837 million (2016: HK$796 million), representing an
increase of HK$41 million.

The gearing ratio of the Group is measured as total borrowings net of
cash and bank balances divided by total assets. The Group had a net
cash position as at 31 March 2017. As a result, no gearing ratio was
presented.

It is the policy of the Group to adopt a consistently prudent financial
management strategy, sufficient liquidity is maintained with
appropriate levels of borrowings to meet the funding requirements of
the Group’s investments and operations.

Charge on Assets

As at 31 March 2017, bank deposits of certain subsidiaries of the
Group in the amount of HK$57 million (2016: HK$55 million) were
pledged, including HK$30 million (2016: HK$32 million) for securing
bank loans granted by banks in Mainland China to customers to
purchase the Group’s products, HK$24 million (2016: HK$20 million)
for securing the issuance of bank acceptance notes, recorded in the
trade and bills payables, to suppliers, and HK$3 million (2016: HK$3
million) mainly to guarantee for payments of construction costs of
industrial buildings.

Capital Commitments

As at 31 March 2017, the Group had capital commitments of HK$10
million (2016: HK$3 million), mainly in respect of the construction
of industrial buildings and the purchases of production equipment in
Mainland China which are to be funded by internal resources of the
Group.

CHEN HSONG HOLDINGS LIMITED
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Treasury and Foreign Exchange Risk Management

The Group adopts a prudent approach in managing its funding. Funds, are
primarily denominated in the Hong Kong Dollar, the Renminbi, the New
Taiwanese Dollar, the U.S. Dollar and the Euro, are generally placed with
banks in short or medium term deposits for working capital of the Group.

As at 31 March 2017, the Group had borrowings in Japanese yen
equivalent to HK$23 million (2016: HK$23 million) for payments to
suppliers in Japanese yen. The Group, from time to time, assesses the
risk exposure on certain volatile foreign currencies and manages it in
appropriate manner to minimize the risk.

During the year, net foreign exchange losses were incurred because of
the sizable depreciation of the Renminbi. The Group has substantial
investments in Mainland China and is aware that any fluctuation of
the Renminbi would have an impact on the net profits of the Group.
However, since most of the transactions of the Group are conducted
with the Renminbi, the direct impact from the exchange losses on the
Group’s operations and cash flows is slight.

Contingent Liabilities

As at 31 March 2017, the Group provided (i) guarantees to banks
amounted to HK$30 million (2016: HK$42 million) for bank loans
granted to customers to purchase the Group’s products; and (ii)
performance guarantee to a bank amounted to HK$0.9 million (2016:
Nil) provided to a customer.

It has long been the Group’s motto to “Deliver to Customers All That
They Need,” and to the maximum extent possible the Group puts
the interests and needs of our customers as its primary reason of
being. This includes providing the Group’s customers with the best
designed products, the best quality, and timely, appropriate pre/after-
sales services. Similarly, the Group views its suppliers not as mere
vendors but as strategic partners, important links in its supply chain.
It is the Group’s procurement policy to maintain good relationship and
communications with suppliers based on the principle of mutual trust.

In the end, the ultimate goal of the Group with regards to customers

and suppliers is “Win-Win”. The Group believes this to be beyond
question and explanation.

CHEN HSONG HOLDINGS LIMITED
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The Group is committed to enhancing environmental protection, leading
the industry in minimizing the impact of its activities on the environment,
and compliance with applicable environmental laws. The Group has
implemented effective Environmental Protection Policy (the “Policy”)
that enables the Group to making progress in environmental protection.

Under the Policy, the Group focuses on promoting clean production, and
strives to making the most efficient use of resources in its operations,
and minimizing waste and emission. The Group achieves this aim
through actively re-designing its activities and production methods that
encourage and promote recycling of resources, using environmentally-
friendly raw materials and reviewing production operations constantly to
ensure that the processes are effective and efficient.

The Group enlists its support by engaging and promoting
environmental protection among its suppliers and customers and
implementing training programmes that raise environmental protection
awareness among its employees. Through realistic and achievable key
performance targets, the Group measures the impact of its activities
on the local environment continuously, and conducts research and
explores potential innovative green alternatives that support a green
environment.

The Group’s operations are mainly carried out by the Company’s
subsidiaries in Mainland China, Hong Kong and Taiwan, while the
Company itself is listed on the Stock Exchange. The Group accordingly
shall comply with relevant laws and regulations in Mainland China,
Hong Kong, Taiwan and the respective places of incorporation of the
Company and its subsidiaries.

During the year and up to the date of this annual report, the Board was
unaware of any non-compliance with the relevant laws and regulations
that have a significant impact on the business and operations of the
Group.
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As at 31 March 2017, the Group had approximately 2,300 (2016:
2,100) full-time employees. The Group offers good remuneration and
welfare packages to its employees and maintains market-competitive
pay levels. Employees are rewarded based on individual as well as the
results performance of the Group.

The Group conducted regular programmes, including comprehensive
educational and professional training, and social counselling activities,
to its employees to enhance staff quality, standards of professional
knowledge and teamwork spirit.

The Group considers the immediate future, especially around
international markets, to be persistently uncertain. Uncertainties
such as Brexit negotiations, the U.S. Federal Reserve rate hikes, the
U.S. Government’s policies towards China, as well as exchange rate
fluctuations of the Renminbi and other developing countries remain to
plague all industries. Nevertheless, the Group’s production capacity for
MK6 and two-platen large-tonnage machines will continue to expand,
and together with international rollout of the MK®6, it should allow the
Group to beat all competition and continue to expand market share.
Furthermore, China’s domestic market remains robust as of this
writing. The Group is thus cautiously optimistic towards healthy sales
growth for the next financial year.
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Executive Directors

Chen CHIANG GBM, OBE, DEng, DSc, DSSc, DBA, FHKIE,

aged 93

Chairman

Dr. Chiang was appointed a Director of the Company in 1991. He is
the Chairman of the Group and a director of various subsidiaries of the
Company. He is also a Director of Chen Hsong Investments Limited
and Chiangs’ Industrial Holdings Limited, substantial shareholders
of the Company. Dr. Chiang founded the Group and The Chiang
Chen Industrial Charity Foundation. He was appointed Hong Kong
Affairs Advisor and a member of the Advisory Committee of College of
Management, National Chung Cheng University. Dr. Chiang is also the
Economy Advisor of Shandong Provincial People’s Government and
the Honorary President of The Research Centre for Market-Economy of
Peking University. In addition, Dr. Chiang is the Honorary Chairman of
the Hong Kong Electrical Appliance Industries Association. Dr. Chiang
founded Chiang Chen Industrial Institute situated at his hometown of
Heze City of Shandong Province in 1999. He is the father of Ms. Lai
Yuen CHIANG and Mr. Chi Kin CHIANG.

Lai Yuen CHIANG B4, Jr, aged 51

Chief Executive Officer

Ms. Chiang joined the Group in 1988 and was appointed a Director of
the Company in 2000. She is also the Chief Executive Officer of the
Company responsible for the management and business development
of the Group. Ms. Chiang holds directorships in various subsidiaries
of the Company and is a Director of Chen Hsong Investments Limited
and Chiangs’ Industrial Holdings Limited, substantial shareholders of
the Company. She is the sole Director and shareholder of Proficient
City Investments Limited (deemed a substantial shareholder of the
Company by virtue of the Securities and Futures Ordinance). She
holds a bachelor degree of Arts from Wellesley College, U.S.A. and has
extensive experience in production management, sales and marketing.
Ms. Chiang is an Independent Non-executive Director of Hang Seng
Bank Limited (listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”)). She is also a standing committee member of the
Shenzhen Committee of the Chinese People’s Political Consultative
Conference, Vice-Chairman of the Federation of Shenzhen Industries
and Vice-President of China Shenzhen Machinery Association. Ms.
Chiang was awarded the “Young Industrialist Awards of Hong Kong”
by the Federation of Hong Kong Industries in 2004. She is Dr. Chen
CHIANG’s daughter and the sister of Mr. Chi Kin CHIANG.
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Chi Kin CHIANG Bsc, aged 50

Mr. Chiang joined the Group in 1998 and was appointed a Director
of the Company in 2003. He also holds the position of President —
Group Manufacturing responsible for the manufacturing function of
the Group. Mr. Chiang holds directorships in certain subsidiaries of
the Company and is a Director of Chen Hsong Investments Limited,
a substantial shareholder of the Company. He is the sole Director
and shareholder of Peckham Ventures Limited (deemed a substantial
shareholder of the Company by virtue of the Securities and Futures
Ordinance). Mr. Chiang holds a bachelor degree of Applied Science in
Industrial Design from Rochester Institute of Technology, New York.
Prior to joining the Group, Mr. Chiang had six years’ experience in
industrial design, working for a multinational company in the U.S.A..
Mr. Chiang is the Vice President of China Plastics Machinery Industry
Association. He is Dr. Chen CHIANG’s son and the brother of Ms. Lai
Yuen CHIANG.

Stephen Hau Leung CHUNG wBA, BSc, aged 50

Mr. Chung joined the Group in 2001 and was appointed a Director
of the Company in 2003. He also holds the position of Group Chief
Officer — Strategy, Sales and Marketing. Mr. Chung holds directorships
in certain subsidiaries of the Company. Mr. Chung holds a bachelor
degree of Science in Electrical Engineering & Computer Science from
the University of California, Berkeley. He also holds an MBA degree
in Finance from Columbia University, New York City, U.S.A.. Prior to
joining the Group, Mr. Chung had more than 14 years’ experience in
sales and marketing, management consultancy, financial analysis and
information technology.

Sam Hon Wah NG BSc Econ, MBA, MAF, DBA, FCA, FCPA,

aged 57

Mr. Ng joined the Group in 2002 and was appointed a Director of the
Company in 2003. Mr. Ng holds directorships in certain subsidiaries of
the Company and is a Director of Chen Hsong Investments Limited, a
substantial shareholder of the Company. Prior to joining the Group, Mr.
Ng was engaged in financial management with several multinational
companies. He has extensive cross-border financial management,
mergers and acquisitions, and corporate development experience.
Mr. Ng is responsible for managing special projects and corporate
governance of the Group. He holds an honour degree in Economics
at the London School of Economics (University of London), a master
degree of Applied Finance at the Macquarie University (Australia),
an MBA degree from The City University Business School (England)
and a Doctor of Business Administration degree from the University
of Newcastle (Australia). Mr. Ng is a Chartered Accountant, a fellow
member of The Institute of Chartered Accountants in England & Wales,
and a fellow member of the Hong Kong Institute of Certified Public
Accountants.
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Independent Non-executive Directors

Johnson Chin Kwang TAN B4, BSSc, aged 56

Mr. Tan was appointed a Director of the Company in 2001. He is
currently a Director of IB Partners Pte Limited. He was the Chief
Executive Officer and a Director of Raimon Land Public Company
Limited (listed on The Stock Exchange of Thailand) from May 2013 to
June 2016 and from February 2013 to June 2017, respectively. Mr.
Tan has over 20 years’ experience in investment banking based out
of New York, Hong Kong and Singapore. He had held various roles
with leading financial institutions including JP Morgan, UBS Warburg,
Macquarie and BNP Paribas Capital (Singapore) Limited where he was
the Chief Executive Officer and regional head for their South East Asia
corporate finance business. He has advised major corporations and
government authorities across the region. Mr. Tan graduated from the
National University of Singapore and was a recipient of the Lim Tay
Boh gold medal and NUS Economics Society Book Prize.

Anish LALVANI BSc, MBA, FHKIoD, aged 51

Mr. Lalvani was appointed a Director of the Company in 2002. He is
the Chairman of Euro Suisse International Limited which has business
interests in Hong Kong, Europe, Africa and the Middle East. He has
lived and worked in the U.K., U.S.A., India and Hong Kong and
holds an MBA degree from the University of San Diego. Mr. Lalvani
has extensive marketing experience in the emerging markets and an
in-depth knowledge of electrical appliances manufacturers in China
— many of whom have in-house moulding facilities. He is the former
Chairman for both the North Asia Region and the Hong Kong Chapter
of the Young Presidents’ Organization. Mr. Lalvani is a member of the
Hong Kong Friends’ Committee of Asian Cultural Council, a Director of
Harvard Business School Association of Hong Kong Limited, a Trustee
of Kew Foundation, a Director of Kew Asia Foundation, a Member of
the HKUST Business School Advisory Council and a Fellow of The
Hong Kong Institute of Directors.
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Bernard Charnwut CHAN GBs, JP, aged 52

Mr. Chan was appointed a Director of the Company in 2004. He is
a graduate of Pomona College in California, U.S.A.. He has been
elected a Deputy to the National People’s Congress of the People’s
Republic of China since January 2008. He is member of Executive
Council and a former member of the Legislative Council of the Hong
Kong Special Administrative Region. Mr. Chan is the Chairman of the
Hong Kong-Thailand Business Council, the Committee on Reduction
of Salt and Sugar in Food and the Steering Committee on Restored
Landfill Revitalisation Funding Scheme. In addition, he serves as
the Chairperson of The Hong Kong Council of Social Service and a
council member of the Oxfam Hong Kong. Mr. Chan is currently an
Executive Director and the President of both Asia Financial Holdings
Ltd. (listed on the Stock Exchange) and Asia Insurance Company,
Limited and an advisor to Bangkok Bank (China) Company Limited.
He is an Independent Non-executive Director of China Resources Beer
(Holdings) Company Limited and Yau Lee Holdings Limited, both of
which are listed on the Stock Exchange. Mr. Chan since April 2007
has been an Independent Non-executive Director of Wing Lung Bank
Limited, which was delisted from the Stock Exchange on 16 January
2009. He resigned as a Non-executive Director of LVGEM (China) Real
Estate Investment Company Limited and City e-Solutions Limited on
5 June 2014 and 9 September 2016, respectively, both of which are
listed on the Stock Exchange.

Michael Tze Hau LEE B4, MBA, aged 56

Mr. Lee was appointed a Director of the Company in 2008. He is a
director of Oxer Limited, a private investment company. Mr. Lee started
his career in the investment industry in 1987 and has since held
senior management positions in multinational investment companies
including Indosuez Asia Investment Services Limited and Lloyd
George Management. He also co-founded Asia Strategic Investment
Management Limited in 1995. He was educated in the U.S.A. and
holds a Bachelor of Arts Degree from Bowdoin College and a Master of
Business Administration Degree from Boston University. Mr. Lee was
a member of each of the Main Board and Growth Enterprise Market
Listing Committees of the Stock Exchange. He is a Non-executive
Director of Hysan Development Company Limited and an Independent
Non-executive Director of Trinity Limited, both of which are listed on
the Stock Exchange; and a Steward of The Hong Kong Jockey Club. Mr.
Lee retired as an Independent Non-executive Director of Hong Kong
Exchanges and Clearing Limited and as the Chairman and Independent
Non-executive Director of OTC Clearing Hong Kong Limited on 29 April
2015.
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Corporate Governance Practices

The board of directors (the “Board”) of the Company recognizes the
importance of good corporate governance practices in safeguarding
the interests of the shareholders and enhancing the performance of the
Company and its subsidiaries (the “Group”). The Board is committed
to maintaining and ensuring a high standard of corporate governance
practices.

During the financial year ended 31 March 2017, the Company has
complied with all the code provisions of the Corporate Governance
Code (the “CG Code”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”), except for the following
deviations:

Code provision A.4.2 provides that every director should be subject
to retirement by rotation at least once every three years. The directors
of the Company (except the Chairman of the Company) are subject
to retirement by rotation at least once every three years as the Chen
Hsong Holdings Limited Company Act, 1991 of Bermuda provides that
the chairman and managing director of the Company are not required
to retire by rotation.

Code provision E.1.2 requires that the chairman of the board should
attend the annual general meeting. Dr. Chen CHIANG, the Chairman
of the Board, was absent from the annual general meeting of the
Company held on 29 August 2016. The chief executive officer (also
an executive director) and other directors of the Company, together
with the chairmen/members of the audit, nomination, remuneration
and corporate governance committees, were available to answer any
shareholders’ questions regarding the activities of the Company and
various Board committees.

Code provision A.6.7 requires that independent non-executive
directors and other non-executive directors should attend general
meetings. Mr. Bernard Charnwut CHAN, the independent non-
executive director of the Company, was unable to attend the annual
general meeting of the Company held on 29 August 2016 due to
unanticipated urgent overseas trip.
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Board of Directors

As at the date of this report, the Board consists of five executive
directors and four independent non-executive directors:

Executive Directors:

Dr. Chen CHIANG, aBM (Chairman)

Ms. Lai Yuen CHIANG (Chief Executive Officer)
Mr. Chi Kin CHIANG

Mr. Stephen Hau Leung CHUNG

Mr. Sam Hon Wah NG

Independent Non-executive Directors:
Mr. Johnson Chin Kwang TAN

Mr. Anish LALVANI

Mr. Bernard Charnwut CHAN

Mr. Michael Tze Hau LEE

Note:
Dr. Chen CHIANG (Chairman) is the father of Ms. Lai Yuen CHIANG (Chief Executive
Officer) and Mr. Chi Kin CHIANG (Executive Director).

The biographical details of all directors are set out on pages 16 to 19
of this annual report. Each director brings a wide range and years of
business and/or professional experience to the Board. Their combined
experience, knowledge and expertise are valuable in overseeing the
Group’s business.

A list of directors of the Company and their role and function is posted
on the websites of the Company and the Stock Exchange.

Role and Responsibilities of the Board

The primary responsibilities of the Board are to establish the Group’s
vision, strategic direction, general policies and strategic business
plans; to monitor and control the operating and financial performance
of the Group; to implement the best corporate governance practices
throughout the Group; and to set appropriate policies to assess and
manage risks in pursuit of the strategic objectives of the Group.
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Delegation to Management

The Board has delegated the daily operations of the Company to
the Management comprising all executive directors, management
staff, and operating heads of different business units. The main
responsibilities of the Management are to implement the strategies and
business plans set by the Board and to manage the Group’s business
operations in accordance with the policies and directives of the Board.

Board Meetings and Attendance

The Board held four regular meetings throughout the year at
approximately quarterly intervals to review the overall strategies
and the operating and financial performance of the Group. The
Company Secretary assists the Chairman in setting the agenda for
Board meetings in consultation with all directors. Notice of at least
14 days is given to all directors for all regular Board meetings, and
all directors are given opportunity to include matters for discussion
in the agenda. Draft minutes of Board meetings are circulated to all
directors for comments. Minutes of Board meetings with details of
matters considered by the Board and decision reached are kept by the
Company Secretary and open for inspection by the directors.
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During the financial year ended 31 March 2017, four regular Board
meetings and one general meeting were held and the attendance

record of each director is as follows:

T
EEREH BRAE

HERE B HERE B
EENR Number of Board Meetings | Number of General Meetings
Name of Director Attended/Held Attended/Held
HITES
Executive Directors
BEEtE(EE) 1/4 0/1
Dr. Chen CHIANG (Chairman)
BB (FEEH) 4/4 1/1
Ms. Lai Yuen CHIANG (Chief Executive Officer)
BEERg L 4/4 1/1
Mr. Chi Kin CHIANG
ERREE 4/4 1/1
Mr. Stephen Hau Leung CHUNG
RIEFESLAE 4/4 1/1
Mr. Sam Hon Wah NG
BYEHTESE
Independent Non-executive Directors
BREE 5 A& 4/4 1/1
Mr. Johnson Chin Kwang TAN
Anish LALVANISE 4 4/4 1/1
Mr. Anish LALVANI
PR S B A& 4/4 0/1
Mr. Bernard Charnwut CHAN
FFELRE 4/4 1/1
Mr. Michael Tze Hau LEE
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The agenda and accompanying board papers for regular Board
meetings are sent out in full package to all directors at least three days
before the date of a Board meeting. All directors have access to board
papers and related materials and may, in appropriate circumstances,
seek independent professional advice at the Company’s expense.
All directors have access to the advice and services of the Company
Secretary, who ensures that board procedures and applicable rules
and regulations are followed.

Liability Insurance for the Directors

The Company has in force appropriate insurance coverage on
directors’ and officers’ liabilities arising from the Group’s business. The
Company reviews the extent of insurance coverage on an annual basis.

Chairman and Chief Executive Officer

Dr. Chen CHIANG is the Chairman of the Board and Ms. Lai Yuen
CHIANG is the Chief Executive Officer of the Company. The roles of the
Chairman and the Chief Executive Officer are defined clearly to ensure
their accountability and responsibility with respect to the management
of the Company.

The Chairman focuses on overall corporate development and high-level
strategic directions of the Group, provides leadership to the Board, and
oversees the efficient functioning of the Board.

The Chief Executive Officer is responsible for managing the business
of the Group, policy making and corporate management and the
implementation of strategies and initiatives adopted by the Board with
the support from the Management.
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Independent Non-executive Directors

Each independent non-executive director of the Company has entered
into a letter of appointment with the Company for a term of not more
than three years and in accordance with the Bye-laws of the Company
is subject to retirement by rotation and eligible for re-election.

The Company has received from each independent non-executive
director an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Nomination Committee reviewed and
assessed the individual independent non-executive director’s annual
confirmation of independence and considered all independent non-
executive directors remained independent within the definition of the
Listing Rules. The independent non-executive director is required to
inform the Company as soon as practicable if there is any change that
may affect his independence.

The independent non-executive directors will take lead in considering
matters which a substantial shareholder or a director has conflict of
interest. Board committee comprising independent non-executive
directors will be formed to advise the independent shareholders
on connected transaction to be approved by the independent
shareholders at the special general meeting of the Company.

The Board is grateful for the contribution and independent advice and
guidance that the independent non-executive directors have been
giving to the Board and the Board committees.

Directors’ Continuous Training and Development

On appointment to the Board, each director receives a comprehensive
induction package covering the Company’s constitutional documents,
the policy and procedures of the Company as well as the general,
statutory and regulatory obligations of being a director to ensure that
he/she is sufficiently aware of his/her responsibilities under the Listing
Rules and other relevant requirements.

The directors are regularly briefed on the amendments to or updates
on the Listing Rules, corporate governance practices, other regulatory
regime and the business development of the Company. To keep
abreast of the responsibilities of the directors and infuse them with
new knowledge, an in-house seminar was conducted covering the topic
of new statutory provisions and requirements under the Listing Rules
during the financial year ended 31 March 2017. Apart from what the
Company had arranged, some of the directors also attended other
external training seminars.
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FrEZEEARAARIRHMPIFT2EMIES|  The directors are required to provide the Company with details of the
AR BEMIEMHMER - WEZE_-ZF training undertaken by them. Based on the details so provided, the
—+F=A=1+—HIEZHWHBEER - fF training undertaken by the directors during the financial year ended 31
EX2HENFIIRMROT March 2017 is summarized as follows:

2RER Bk REEGHRE ENEHANE S HRE
(BREYK  ZEBEME - ZHRRELEER)

Reading Materials/Journals and/or

Attending Briefings/Presentations/Seminars/Conferences

EENA (Relevant to the Business, Directors’ Duties, Regulatory &
Name of Director Corporate Governance)
BITES

Executive Directors

BEELT(EE) v
Dr. Chen CHIANG (Chairman)

BB (EEHEAZ) v
Ms. Lai Yuen CHIANG (Chief Executive Officer)

BEBEE v
Mr. Chi Kin CHIANG

ERREE v
Mr. Stephen Hau Leung CHUNG

REESAE v
Mr. Sam Hon Wah NG

BAKHITES

Independent Non-executive Directors

BREE RS v
Mr. Johnson Chin Kwang TAN

Anish LALVANIZE A4 v
Mr. Anish LALVANI

ﬁ% =] /u\gEEE V
Mr. Bernard Charnwut CHAN

RFELEAE v
Mr. Michael Tze Hau LEE
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Confirmations have been received from the directors that they are
able to devote sufficient time as and when required to discharge their
responsibility as a director of the Company. Besides, the directors have
disclosed to the Company their interest as director and other offices in
public companies or organizations and other significant commitments
in a timely manner and have updated the Company on any subsequent
changes.

Directors’ Securities Transactions

The Company has adopted a Code of Conduct regarding Securities
Transactions by the Directors (the “Code of Conduct”) on terms no
less exacting than the required standard as set out in the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) contained in Appendix 10 of the Listing Rules. The Company,
after having made specific enquiry of all directors, confirms that all
directors have complied with the required standard set out in the Code
of Conduct and the Model Code throughout the financial year ended 31
March 2017.

Audit Committee

The Audit Committee was established in 1998. As at the date of this
report, the Audit Committee comprises four independent non-executive
directors, namely Mr. Anish LALVANI, Mr. Johnson Chin Kwang TAN,
Mr. Bernard Charnwut CHAN and Mr. Michael Tze Hau LEE. Mr. Anish
LALVANI is the Committee Chairman.

The roles of the Audit Committee are to ensure that the Company has
formal and transparent arrangements for considering matters relating
to the Group’s financial reporting, risk management and internal
control and overseeing the Company'’s relationship with the Company’s
external auditor. The terms of reference of the Audit Committee are
posted on the websites of the Company and the Stock Exchange.
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REBE-_ST—+HF=A=+—HIEZHKE The Audit Committee held two meetings (totalling four sessions) during
EA - %ﬁi EeLBITMAEH (A HP  the financial year ended 31 March 2017 to review with the Company’s

8) » EANR NS RINEZEENEE ALE®E  internal and external auditor, the Group’s internal controls and
2 NEBESIE B TS 45 RAERIE1E - G financial results and related matters. The attendance record of each

BB ERagE&NmT member is as follows:
EREEEHRE HERE ERRH
Members of Audit Committee Number of Meetings Attended/Held
BUFHTES

Independent Non-executive Directors

Anish LALVANISE 4 2/2
Mr. Anish LALVANI

BREER LS 2/2
Mr. Johnson Chin Kwang TAN

PR 25 BT A& 212
Mr. Bernard Charnwut CHAN

FELE 212
Mr. Michael Tze Hau LEE

REEZ-ZZ—tF=A=1T—BLZHMBF During the financial year ended 31 March 2017, the Audit Committee
N BZEEEDHETT: had:

. RAAEEE2FERPPPBHREZE o reviewed the Group’s annual and interim financial statements
HEME S A - W ERSMNIBAZ AT 5T with respect to their true and fairness, and discussed with the

external auditor;

o EREFER BB - URFTEEAE . reviewed the changes in accounting standards and their

SEUBmE TR impacts on the Group’s financial statements;
. MERIIEZHMBEEZRRTE . made recommendation on the re-appointment of external
EZER auditor and reviewed their audit fees;
J RN EEANISEZE RS 2 B . reviewed the effectiveness of the Group’s internal control
systems;
. BB/ ZT—tFHNRNET o approved the 2016/2017 Internal Audit Plan;
2l
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o reviewed the internal audit findings and recommendations
of the Internal Audit Department and the responses of the
Management;

° reviewed the continuing connected transactions entered into by
the Group;

° reviewed the adequacy of resources, staff qualifications and

experience, training programmes and budget of the Company’s
accounting and financial reporting function;

° reviewed the Group’s compliance with regulatory and statutory
requirements;

° reviewed the annual plan on risk management control; and

o reviewed the update on risk management.

Remuneration Committee

The Remuneration Committee was established in 2005. As at the
date of this report, the Remuneration Committee comprises four
independent non-executive directors, namely Mr. Bernard Charnwut
CHAN, Mr. Johnson Chin Kwang TAN, Mr. Anish LALVANI and
Mr. Michael Tze Hau LEE, and the Chief Executive Officer and
Executive Director, Ms. Lai Yuen CHIANG. Mr. Bernard Charnwut
CHAN is the Committee Chairman. The terms of reference of the
Remuneration Committee are posted on the websites of the Company
and the Stock Exchange.

The main responsibilities of the Remuneration Committee are to make
recommendations to the Board on the policy and structure for the
remuneration of directors and senior management. It also reviews
and determines the remuneration packages of executive directors and
senior management and to make recommendations to the Board on the
remuneration of non-executive directors of the Group with reference
to the corporate goals and objectives. The Remuneration Committee
considers factors such as duties and responsibilities of the executive
directors and senior management and the amount of remuneration
paid by comparable companies.
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Remuneration of executive directors comprises salary, allowances,
performance related bonus and pension scheme contributions.
Information about directors’ emoluments during the financial year
ended 31 March 2017 is set out in note 9 to the financial statements of
this annual report.

The Remuneration Committee held one meeting during the financial
year ended 31 March 2017. The attendance record of each member is
as follows:

FHEEENE

Members of Remuneration Committee

HERE EERH
Number of Meetings Attended/Held

BYFYITES

Independent Non-executive Directors

ﬁ% =] /u\ﬁi
Mr. Bernard Charnwut CHAN

BREE e
Mr. Johnson Chin Kwang TAN

Anish LALVANIZE 4
Mr. Anish LALVANI

FELEAE
Mr. Michael Tze Hau LEE

SEMARRYTES

Chief Executive Officer & Executive Director

Bt
Ms. Lai Yuen CHIANG

1/1

1/1

1/1

1/1

1/1

RBE-_T—tEF=ZA=+t—HLZVEF
EA - FMZE e EEST 2ERIRRLH
AEFELEERHEZEZR  RTAREH
TEE(ARAARAEREEAR)ZF S
RIEALARBIFFATEZT 20T - LEE
MIEEHEERH EMEAAZFHMRE -

RIEEEBRLA 2017 F]

For the financial year ended 31 March 2017, the Remuneration
Committee had reviewed and approved matters relating to the
salaries and bonus of the executive directors (also being the senior
management of the Company) and the fee of the independent non-
executive directors after assessing their individual performance and
in consultation with the proposals of the Chairman and the Chief
Executive Officer. No individual director took part in voting his/her own
remuneration at the meeting.
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Nomination Committee

The Nomination Committee was established in 2012. As at the date
of this report, the Nomination Committee comprises four independent
non-executive directors, namely Mr. Johnson Chin Kwang TAN,
Mr. Anish LALVANI, Mr. Bernard Charnwut CHAN and Mr. Michael Tze
Hau LEE. Mr. Johnson Chin Kwang TAN is the Committee Chairman.
The terms of reference of the Nomination Committee are posted on the
websites of the Company and the Stock Exchange.

The Nomination Committee is responsible for reviewing the structure,
size and diversity of the Board and making recommendations on
any proposed change to the Board to complement the Company’s
corporate strategy, assessing the independence of independent non-
executive directors, and making recommendations to the Board on the
appointment or re-appointment of directors and succession planning
for directors.

The Board adopted the Board Diversity Policy (the “Policy”) in 2013
which sets out the approach to achieve diversity on the Board. The
Policy is summarized below:

° In reviewing the Board’s composition, the Nomination
Committee will consider a number of aspects of the Board
diversity, including but not limited to gender, age, cultural
and educational background, professional experience, skills,
knowledge and length of service (the “Board Diversity Criteria”).

° In identifying qualified individuals to become Board members,
the Nomination Committee will consider the Board Diversity
Criteria.

° Board appointments will be based on merit and contribution the

chosen candidate will bring to the Board.

o The Nomination Committee will review and monitor the
implementation of the Policy to ensure its effectiveness.

The Nomination Committee will participate in the assessment and
selection of individuals nominated for directorships. Individuals,
suitably qualified are identified and nominated to the Board. The
selection criteria for Board membership include professional expertise,
high standards of relevant skills, high levels of integrity and business
ethics, demonstrable competence together with the Board Diversity
Criteria as required by a director of a listed company. A candidate to
be appointed as an independent non-executive director must meet the
independence guidelines set out in Rule 3.13 of the Listing Rules.
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The Nomination Committee held one meeting during the financial year
ended 31 March 2017. The attendance record of each member is as
follows:

Independent Non-executive Directors

PR BE S S
Mr. Johnson Chin Kwang TAN

Anish LALVANISt 4
Mr. Anish LALVANI

fRES B &
Mr. Bernard Charnwut CHAN

FFELRE
Mr. Michael Tze Hau LEE

REZEEEHRE HERE ERRH
Members of Nomination Committee Number of Meetings Attended/Held
BAFHTES

171

171

171

171

RBE-_ZE—tF=A=+—BIZHEF
ER REZESCRAMANHRESHOHR
B ABEZTl FEBIIFRTESEZ
By BEHER -_ZT-REFRRAFK
rmERCRABERETESTNREEE

TtEEREZES

TEERLZEG([LEELRZEG )R
—ZFRY c RAMEERH  EERZ
BeRERRENUBYIFRNTEENFEL
A BREESE A ~ Anish LALVANISE A KR ES
B E  UR—MNHATEFTREELE - 7
FTEXREREEGEF o

A

TEERZBEZHERFIERBFANRF
MERERBRRLER YRNEERRELE
o RILEREEREREEABNZI
EFBEEXER BRI REEAXARAREET
FRMEERETENBEEER - BIFT
B MEREANARAREFREENEST
EH - URBEARRETEERERTRIN
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For the financial year ended 31 March 2017, the Nomination
Committee had reviewed and discussed the structure, size and
diversity of the Board, assessed the independence of independent
non-executive directors, and approved the nomination of the retiring
directors to seek for re-election at the 2016 Annual General Meeting.

Corporate Governance Committee

The Corporate Governance Committee (the “CG Committee”) was
established in 2012. As at the date of this report, the CG Committee
comprises four independent non-executive directors, namely
Mr. Michael Tze Hau LEE, Mr. Johnson Chin Kwang TAN, Mr. Anish
LALVANI and Mr. Bernard Charnwut CHAN, and one executive
director, Mr. Sam Hon Wah NG. Mr. Michael Tze Hau LEE is the
Committee Chairman.

The CG Committee is responsible for developing and reviewing the
Company’s policies and practices on corporate governance and
making recommendations to the Board, reviewing and monitoring the
training and continuous professional development of directors and
senior management, reviewing and monitoring the Company’s policies
and practices on compliance with legal and regulatory requirements,
developing, reviewing and monitoring the code of conduct applicable
to the directors and employees of the Company and reviewing the
Company’s compliance with the CG Code and disclosures in this
report.
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The CG Committee held two meetings during the financial year ended
31 March 2017. The attendance record of each member is as follows:

TEERZEEERE
Members of CG Committee

HERE EERH
Number of Meetings Attended/Held

BYFYITES

Independent Non-executive Directors

FFELEAE
Mr. Michael Tze Hau LEE

BREE e
Mr. Johnson Chin Kwang TAN

Anish LALVANISE A4
Mr. Anish LALVANI

ﬁ% =] /u\%i
Mr. Bernard Charnwut CHAN

BITES

Executive Director

REERE
Mr. Sam Hon Wah NG

2/2

2/2

2/2

2/2

2/2
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For the financial year ended 31 March 2017, the CG Committee had
reviewed the corporate governance compliance status of the Company,
the board evaluation questionnaires completed by the directors, the
compliance with the Codes for Securities Transactions by Directors
and Relevant Employees and the training and continuous professional
development records of directors and senior management.

External Auditor’s Remuneration

External auditor’'s remuneration for the financial year ended 31 March
2017 amounted to a total of HK$3,068,000 of which HK$2,227,000 was
incurred for audit services, HK$632,000 for tax-related services and
HK$209,000 for other non-audit services.
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Accountability and Audit

The consolidated financial statements of the Group for the financial
year ended 31 March 2017 have been audited by the external auditor,
Ernst & Young, and reviewed by the Audit Committee. The directors
acknowledge their responsibility for preparing the consolidated
financial statements of the Group which were prepared in accordance
with statutory requirements and applicable accounting standards.

A statement by the external auditor about the responsibilities for the
audit of the consolidated financial statements of the Group for the year
ended 31 March 2017 is set out in the Independent Auditor’s Report
on pages 60 to 68 of this annual report.

Risk Management and Internal Control

The Group recognizes and acknowledges that certain aspects of
risks are inherent in its businesses and operations and the markets
in which the Group operates, and undertakes to determine, evaluate
and monitor significant risks ongoingly in pursuit of its corporate
initiatives and strategic objectives such that sustainable growth and
long term shareholder value are achieved. The Group has established
and maintained comprehensive risk management and internal control
systems to identify and manage the significant risks of its businesses
and operations and the external environment. The concerned risks
include operational, financial and reporting, regulatory, investment,
reputational and environmental risks. The Group’s risk management
and internal control systems are designed to manage rather than
eliminate the risk of failure, and can only provide reasonable and not
absolute assurance against material misstatement or loss.

The Board

The Board oversees corporate governance of the Group. It is
responsible for the strategic development and maintenance of a sound,
adequate and effective risk management and internal control system.
The Group’s risk management and internal control system involves a
well-structured framework with defined lines of management, duties
and responsibilities, delegation of authority and segregation of duties.
The Board delegates executional responsibility of the Group’s risk
management and internal control system to the management, and
entrusts the Audit Committee responsibility to review and monitor the
adequacy and effectiveness of the system and the Group’s compliance
with the Listing Rules, regulatory and statutory requirements.
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The Management

The implementation responsibility of the Group’s risk management
and internal control system is entrusted to the management, which
comprises senior staff and operating heads of business and functional
units. The management exercises primary duty and responsibility for
strategic operations management, oversees the daily businesses and
operations, identifies potential opportunities and deals with significant
exposures such that the identified risks are assessed, understood
and managed. Ongoingly, the management designs, executes and
improves the operational control systems, ensures their daily execution
and performs continuous monitoring. The operational control systems
largely comprise Business Unit Control, Functional Unit Control,
Financial and IT Control, Legal and Compliance Control, Administrative
Control, and Human Resources Control. The Group organizes its
businesses and operations through business units, and within each
business unit, functional units. Each business unit is controlled by
a general manager and a financial controller, and each functional
unit is controlled by a functional unit head. The general manager
controls the activities of the business units and functional units,
ensures appropriate and adequate operational policies, standards
and procedures are in place and are properly executed. The financial
controller controls the financial activities of the respective business
units, monitors the accounting and reporting system to ensure
accurate, complete and reliable financial reporting. At the Group level,
the Chief Executive Officer and the Chief Production Officer establish
overall strategic goals and operational directions, oversee the activities
and performance of the respective business units. The Group Financial
Controller manages the financial management and accounting of the
Group, monitors the performance of the financial controller of the
respective business units, exercises control in the accounting and
reporting system and running of information technology to ensure
integrity of financial reporting. The legal and company secretarial
organization reviews and advises on legal aspects of the Group’s
businesses and operations, and the Group’s compliance with the
Listing Rules, applicable laws and regulatory requirements. The Group
has centralized administrative and human resources controls and
policies to deal with potential operational exposure and human-related
issues. The management is able to call for assistance from outside
professionals to support difficult operational matters.
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Audit Committee

The Board appoints the Audit Committee with clear terms of reference,
which comprises independent non-executive directors who are well-
experienced in corporate management. The Audit Committee is
entrusted to oversee and evaluate the adequacy and effectiveness
of the Group’s risk management and internal control system and its
implementation, and the system for financial reporting and Listing
Rule compliance. The Audit Committee also identifies areas for
improvement, reviews the adequacy of resources, staff qualifications
and experience, training programmes and budget of the Group’s
accounting, internal audit and financial reporting functions.

Internal Audit

The Audit Committee appoints the Group Internal Audit Department,
whose roles and responsibilities are formalized under the Internal
Audit Charter adopted by the Audit Committee, an independent role
of monitoring the Group’s compliance with established operating and
financial policies, standards and procedures, statutory and regulatory
requirements, and reviewing the adequacy and effectiveness of the
Group’s risk management and internal control system through ongoing
audit exercises of the operations and activities of the business units
across the Group. The Group Internal Audit Department plans the
internal audit activities annually and submits an Internal Audit Plan
to the Audit Committee for review and approval. Regular internal
audit reports are presented to the Audit Committee and all proposed
corrective actions are properly followed up. The Company Secretary
keeps full minutes of all Audit Committee meetings. Drafts and final
versions of minutes of the Audit Committee meetings are sent to all
committee members for their comment and record.

External Audit

The Board appoints the external auditor, Ernst & Young, to perform
independent statutory audits of the Group’s financial statements.
The external auditor attend meetings with the Audit Committee,
discuss and report the nature and scope of the audit, any significant
deficiencies in internal control identified during the audit of the
consolidated financial statements, and significant findings from the
audit.
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Risk Management and Internal Control Framework

The Risk Management and Internal Control Framework (the
“Framework”) is a tool specifically designed by the Group for its risk
management and internal control purpose. The Framework comprises
an organizational control structure which emphasizes segregation of
duties that facilitates the identification, assessment, management
and report of significant risks. The Framework encompasses a well-
defined internal control structure which focuses on monitoring the
efficiency and effectiveness of the Group’s operations and activities,
the reliability of its accounting and reporting systems, and compliance
with applicable laws and regulations.

The Group recognizes the unpredictability of risks and acknowledges
that the Group’s risk management and internal control an ongoing
process. The risk management and internal control system is designed
to provide reasonable but not absolute assurance that major assets
are protected, significant risks attributable to the Group’s businesses
and operations are identified and managed, major transactions are
executed in accordance with management’s authorization, and the
financial statements are accurate and reliable for publication.

The risk management and internal control process is embedded
in the Group’s daily businesses and operations, which involves
understanding the context, identifying potential exposures, assessing
the likelihood of consequences, determining the risk level, establishing
appropriate mitigating measures and followed by appropriate reporting.

R\ 3 AR BRIl DR bR 2
Understand |dentify Analyze Evaluate
Context Risk Risk Impact
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At the top of the risk governance structure is the Board Level
Control. The Board oversees the running and ensures adequacy
and effectiveness of the Framework. The Board delegates the
implementation of the Framework to a Risk Management Committee,
which comprises senior and experienced members of management.
The Risk Management Committee supervises the risk management and
internal control process, facilitates its implementation with appropriate
guidelines and tools, tracks material risks and mitigating activities, and
determines significant control failings or weaknesses that have been
identified. The Risk Management Committee entrusts the execution
of the risk management and internal control process to the Business
and Functional Units. The Business Unit leaders organize their risk
management and internal controls through constant monitoring and
discussion with peers, evaluate the overall operational and business
environment for material risks, design appropriate control measures
to address the potential exposures, escalate and report the significant
risks to the Risk Management Committee, and provide assurance.
The Functional Unit heads exercise the risk management and internal
controls in their daily businesses, operations and decision making
processes, escalate and report material risks to the Business Unit
heads. On annual basis, the Business Unit leaders submit material
risks assessments to the Risk Management Committee for review
and consolidation. Through discussion with the respective Business
and Functional Unit leaders on any critical and significant risks and
how the risks have been or will be managed, the Risk Management
Committee summarizes and compiles a Risk Assessment Report for
discussion with the Board.

The Group Internal Audit Department takes the responsibility to
review and assess the risk management and internal control system,
summarizes and presents to the Audit Committee a Risk Assessment
Report, and confirms the adequacy and effectiveness of the Group’s
risk management and internal control system.

2017 Assessment

The Group Internal Audit Department performed an assessment to
review the implementation of the Framework in the Group’s largest
business unit, ascertained the risk awareness of the management, and
evaluated the adequacy of control measures designed to address the
exposures that underlined the control environment. A Risk Assessment
Report was submitted to the Risk Management Committee and the
Audit Committee. The report concluded that the implementation of risk
management and internal control in the business units was adequate
and effective.
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The Board has reviewed the report of the Risk Management
Committee. In addition, proper whistleblowing arrangement was in
place in the Group and across the different business units so that
employees can report their concerns, or any misconduct, improper
or fraudulent acts committed by other personnel in the Group. All
reported whistleblowing concerns were handled and investigated
confidentially and independently and followed up by appropriate
remedial actions.

Based on the respective assessments executed by the management
and the Risk Management Committee, taking into consideration
the results of the assessments conducted by the Group Internal
Audit Department, the Board acknowledges that there was a risk
management and internal control system in place in 2017 for
identifying, evaluating and managing the significant risks faced by the
Group, and the system was adequate and effective. The resources,
qualifications, experience, training programmes and budget of the
employees of the Group’s accounting and financial reporting and
internal audit functions were adequate. The Group has complied with
the risk management and internal control code provisions in 2017.

Procedures and Internal Controls for the Handling and
Dissemination of Inside Information

The Company complies with the requirements of Part XIVA of the
Securities and Futures Ordinance (the “SFO”) and the Listing Rules.
The Company discloses inside information to the public as soon
as reasonably practicable after any inside information has come to
its knowledge unless the information falls within any of the “Safe
Harbours” as provided for in the SFO. Before the information is fully
disclosed to the public, the Company ensures the information is kept
strictly confidential. If the Company believes that the necessary degree
of confidentiality cannot be maintained or that confidentiality may
have been breached, the Company would immediately disclose the
information to the public. The Company is committed to ensure that
information contained in announcements are not false or misleading
as to a material fact, or false or misleading through the omission of a
material fact, to provide for equal, timely and effective access by the
public to the inside information disclosed.
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For the purpose of handling and disseminating inside information
in accordance with the SFO and the Listing Rules, the Company
has taken various procedures and measures, including arousing the
awareness to preserve confidentiality of inside information with the
Company, sending blackout period and securities dealing restrictions
notification to the relevant directors and employees regularly, and
disseminating information to specified persons on a need-to-know
basis.

Company Secretary

The Company Secretary is an employee of the Company and has day-
to-day knowledge of the Company’s affairs. The Company Secretary
reports to the Chairman and the Chief Executive Officer. All directors
have access to the advice and services of the Company Secretary
to ensure that board procedures, and applicable laws, rules and
regulations are followed.

On 16 December 2016, Ms. Alice Sin Ping LIP resigned as the
Company Secretary due to her retirement after having worked for the
Group for over 15 years and Mr. Chi Ngai CHAN was appointed as the
Company Secretary. He is a Certified Public Accountant (as defined in
the Professional Accountants Ordinance) and had complied with Rule
3.29 of the Listing Rules during the year under review.

Shareholders’ Rights
Convening of Special General Meeting on Requisition

Pursuant to the provisions of the Companies Act 1981 of Bermuda
(as amended) (the “Bermuda Companies Act”), shareholders holding
at the date of the deposit of the requisition not less than one-tenth
(10%) of the paid-up share capital of the Company as at the date of
the deposit which carries the right of voting at general meetings of
the Company have the right to requisite the directors to convene a
special general meeting of the Company. The requisition must state the
purposes of the special general meeting, and must be signed by the
requisitionist and deposited at the registered office of the Company.

If the directors do not within 21 days from the date of the deposit of
the requisition proceed duly to convene a special general meeting, the
requisitionist, or any of them representing more than one-half (50%) of
the total voting rights of all of them, may themselves convene a special
general meeting of the Company.
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Putting Forward Proposals at General Meetings

Pursuant to the provisions of the Bermuda Companies Act,
shareholders representing not less than one-twentieth (5%) of the
total voting rights of all the shareholders having at the date of the
requisition a right to vote at general meetings of the Company or of at
least 100 shareholders in number of the Company, may put forward
any resolution which may properly be moved and is intended to be
moved at a general meeting of the Company by sending the requisition
together with a statement of not more than 1,000 words with respect to
the matter referred to in the proposed resolution must be deposited at
the registered office of the Company not less than six weeks before the
general meeting.

Pursuant to Bye-law 114 of the Company’s Bye-Laws, shareholder
may propose a person other than a retiring director of the Company for
election as a director of the Company at the general meeting by lodging
at the head office of the Company, a written notice of nomination with
the written consent of the nominated person of his/her willingness to
be elected, for a period of at least 7 days which shall commence no
earlier than the day after the dispatch of the notice of general meeting
appointed for such election and end no later than 7 days before the
date of such general meeting. Procedures for shareholders to propose
a person for election as a director are posted on the website of the
Company.

Communication with Shareholders

The Board recognizes the importance of good communications with
all shareholders and is committed to a policy of open and timely
disclosure of relevant information through publication of interim
and annual reports, announcements and circulars to shareholders.
To enable the shareholders and investors have timely access to
updated information about the Group, the Company’s website
(www.chenhsong.com) contains important corporate information,
annual and interim reports, as well as announcements and circulars
issued by the Company.

The Company usually conducts briefing immediately following the
publication of the announcement of interim and final results. Face-
to-face meetings and conference calls with institutional investors and
investment analysts are conducted to make sure that shareholders and
potential investors can obtain a good understanding of the Company’s
business. To ensure all shareholders and potential investors receive
equal access to information at the same time, inside information is
released by publication of announcements pursuant to the Listing
Rules.
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The annual general meeting provides a useful forum for shareholders
to exchange views with the Board. Shareholders are encouraged to
attend the annual general meeting for which at least 20 clear business
days prior notice is given. The Board, the Chief Executive Officer
and Chairmen of the Board committees (or in their absence, other
members of the committee) are available to answer shareholders’
questions at the annual general meeting. In addition, a representative
of the Company’s external auditor is requested to attend the annual
general meeting to answer questions about the conduct of the audit,
the preparation and content of the auditor’s report, the accounting
policies and auditor independence.

In the case of any special general meeting to approve a connected
transaction which is subject to independent shareholders’ approval,
members of the independent Board committee will also make an effort
to attend the meeting to address shareholders’ queries.

Significant issues are dealt with under separate resolutions at general
meeting, including re-election of individual directors. All resolutions set
out in the notice of general meeting put to the vote of the meeting were
by way of a poll. The results of the voting by poll were published on the
websites of the Company and the Stock Exchange.

The Board has established a shareholders’ communication policy and
will review it when necessary to ensure its effectiveness.

Shareholders and interested parties are welcome to raise enquiries
through the Company’s Corporate Communications & Investor
Relations Department. The contact details are set out in the section
headed “Corporate Information” of this annual report.

Constitutional Documents

There is no change in the Company’s constitutional documents during
the financial year ended 31 March 2017.
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The board of directors (the “Board”) of the Company present its report
and the audited financial statements of the Group for the year ended
31 March 2017.

Principal Activities

The principal activities of the Company are investment holding and the
provision of management services.

The principal activities of the subsidiaries comprise the manufacture
and sale of plastic injection moulding machines and related products.
There were no significant changes in the nature of the Group’s
principal activities during the year.

Business Review

The business review of the Group as required by Schedule 5 to the
Hong Kong Companies Ordinance, including a fair review of the
Group’s business; a description of the principal risks and uncertainties
facing the Group; particulars of important events affecting the
Group that have occurred since the end of the financial year; an
indication of likely future development in the Group’s business; an
analysis of the Group’s performance using financial key performance
indicators; a discussion on the Group’s environmental policies and
performance; a discussion on the Group’s compliance with the
relevant laws and regulations that have a significant impact on the
Group; and an account of the key relationships with its stakeholders
that have a significant impact on the Group and on which the Group’s
success depends, can be found in the “Chairman’s Statement”,
“Management’s Discussion & Analysis” and “Financial Highlights” on
pages 4 and b, pages 6 to 15 and the inside front cover of this annual
report, respectively. The above sections form part of this report.
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Results and Dividends

The Group’s results for the year ended 31 March 2017 and the
financial position of the Group at that date are set out in the financial
statements on pages 69 to 178 of this annual report.

The Board recommends the payment of a final dividend of HK2.6
cents per ordinary share and a special final dividend of HK3.2 cents
per ordinary share to the shareholders whose names appear on the
register of members of the Company on 19 September 2017. Subject
to the approval of the shareholders at the forthcoming annual general
meeting of the Company, the final dividend and special final dividend
will be payable to shareholders on or about 29 September 2017. The
proposed final dividend and special final dividend, together with the
interim dividend of HK1.4 cents per ordinary share paid on 12 January
2017, make a total dividend of HK7.2 cents per ordinary share for the
year.

Five-Year Financial Summary

A summary of the results and of the assets, liabilities and non-
controlling interests of the Group for the last five financial years is set
out on page 183 of this annual report. This summary does not form part
of the audited financial statements of the Group.

Issued Share Capital

There is no movement in the Company’s issued share capital during
the year.

Share Options

A summary of the share option scheme of the Company is set out in
note 31 to the financial statements.

Equity-linked Agreements

Save for the share option scheme of the Company as disclosed in this
annual report, no equity-linked agreements were entered into by the
Group during the year or subsisted at the end of the year.
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Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
Bye-laws or the laws of Bermuda.

Purchase, Sale or Redemption of Listed Securities of
the Company

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

Distributable Reserves

At 31 March 2017, the Company’s reserves available for distribution,
calculated in accordance with the Companies Act 1981 of Bermuda (as
amended), amounted to HK$81,674,000, of which HK$16,394,000
and HK$20,177,000 have been proposed as final dividend and special
final dividend for the year, respectively.

Charitable Contributions

During the year, the Group made charitable contributions totalling
HK$6,000 (2016: Nil).

Major Customers and Suppliers

Sales to the five largest customers of the Group accounted for less than
30% of the Group’s total revenue for the year.

Purchases from the five largest suppliers of the Group accounted for
less than 30% of the Group’s total purchases for the year.

Management Contract

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existing during the year.
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Directors

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

Executive Directors

Dr. Chen CHIANG, GBM (Chairman)

Ms. Lai Yuen CHIANG (Chief Executive Officer) *
Mr. Chi Kin CHIANG

Mr. Stephen Hau Leung CHUNG

Mr. Sam Hon Wah NG *

Independent Non-executive Directors
Mr. Johnson Chin Kwang TAN +*@#
Mr. Anish LALVAN] +*@%

Mr. Bernard Charnwut CHAN +*@#

Mr. Michael Tze Hau LEE +*@#

* Members of the Audit Committee

*  Members of the Remuneration Committee

@ Members of the Nomination Committee

# Members of the Corporate Governance Committee

In accordance with Bye-law 189(viii) of the Company’s Bye-laws,
Mr. Stephen Hau Leung CHUNG, Mr. Sam Hon Wah NG and
Mr. Johnson Chin Kwang TAN will retire from office by rotation and,
being eligible, will offer themselves for re-election at the forthcoming
annual general meeting of the Company.

The biographical details of the directors of the Company are set out on
pages 16 to 19 of this annual report. The senior management of the
Group is also executive directors of the Company.

Directors’ Service Contracts

None of the directors proposed for re-election at the forthcoming
annual general meeting of the Company 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.
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Directors’ Material Interests in Transactions, Arrangements
or Contracts

Save as disclosed in this annual report, no transactions, arrangements
or contracts of significance in relation to the business of the Group to
which the Company, or any of its holding companies, subsidiaries or
fellow subsidiaries was a party, and in which a director of the Company
or an entity connected with a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

Permitted Indemnity Provision

A permitted indemnity provision for the benefit of the directors of the
Company is currently in force and was in force during the year and at
the time of approval of this report.

Changes in Directors’ Information

Pursuant to Rule 13.51B(1) of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), the changes in the information of
the directors of the Company subsequent to the date of the 2016/17
Interim Report of the Company are set out below:

(1) Mr. Sam Hon Wah NG has been appointed as a Director of Chen
Hsong Investments Limited, a substantial shareholder of the
Company, with effect from 25 May 2017.

(2) Mr. Johnson Chin Kwang TAN ceased to be a Director of Raimon
Land Public Company Limited (listed on The Stock Exchange of
Thailand) with effect from 5 June 2017.

(3) Details of changes in the directors’ remuneration are set out in
note 9 to the financial statements.

Save as disclosed above, there was no change in directors’ information
since the date of the 2016/2017 Interim Report of the Company which
is required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules.
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(@) REQBARDZHR

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

As at 31 March 2017, the number of issued ordinary shares of the
Company was 630,531,600; and the interests and short positions
of the directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ")), as recorded in the register of the
Company required to be kept under Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing
Rules were as follows:

(a) Long positions in shares of the Company

HARARE
ERTERR
ZHABE DL
Approximate
REBR percentage of
Z g the Company’s
EEHE =27 Interest in iz issued ordinary
Name of director Capacity ordinary shares Notes shares
BE ERERA 3,980,000 - 0.63%
Chen CHIANG Beneficial owner
EREEFEZ LA 398,013,620 (1) 63.12%
Founder of
discretionary trust
R EmEAA 5,000,000 - 0.79%
Lai Yuen CHIANG Beneficial owner
HAth 398,013,620 (3) 63.12%
Other
B EmEA A 2,078,000 - 0.33%
Chi Kin CHIANG Beneficial owner
HAh 398,013,620 (3) 63.12%
Other
BUR BB A 666,000 - 0.11%
Stephen Hau Leung CHUNG Beneficial owner
BREE ¢ BEREAA 484,000 - 0.08%
Johnson Chin Kwang TAN Beneficial owner
Anish LALVANI EREEA 220,000 - 0.03%

EEEEARAT 2017 £

Beneficial owner
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(b) REEEERMD ZETR (b) Long positions in shares of associated corporations
(i) REHEREBRAR([BHERE]) (i) Interests in ordinary shares of Chen Hsong Investments
2 E s Limited (“CH Investments”):
HEERE
2RITRA
ZHE D

Approximate
percentage of

EEHR 4% RERH 2R Fff & the issued shares
Name of director Capacity Interest in shares Notes of CH Investments
BE EREEFEZALA 58,220,300 (2) 100.00%
Chen CHIANG Founder of

discretionary trust

Bt Hib 58,220,300 (3) 100.00%
Lai Yuen CHIANG Other
BERR Hib 58,220,300 (3) 100.00%
Chi Kin CHIANG Other
BHEEMERLT 2017 F4) CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017 49
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(i) ARRIzEEFEELT BEHLT (i) Dr. Chen CHIANG, Ms. Lai Yuen CHIANG and Mr. Chi Kin

R B 4 A R AR AR
BB IR 2 S

CHIANG, all are directors of the Company, are deemed
to be interested in the shares of the following associated
corporations:

AR SE
BEAER
ERITRHZ
BABED T
Approximate
percentage

of the relevant
class of issued

shares of

HEEEEE Rz s Bt = associated

Name of associated corporation Interest in shares Notes corporation

Assetwise Holdings Limited 1R &k (1), (4) 100.00%
1 ordinary share

B (FERERRAT] R EREE R (1), (4) 100.00%
Chen Hsong (PRC) Investment Company Limited 2 non-voting
deferred shares

BEMRHEERRAT 5,000,000/% (1), (4) 100.00%
Chen Hsong Logistics Services Company Limited BREERTRSD
5,000,000 non-voting
deferred shares

EHFERRmAR AR 50,000,000% (1), (4) 100.00%
Chen Hsong Machinery Company, ELERERER D
Limited 50,000,000 non-voting
deferred shares

Chiangs’ Industrial Holdings Limited 1R A RE [l A 19 (1) 100.00%
1 redeemable share

HETERAE 20 EE AR (1), (5) 100.00%
Desee Limited 2 ordinary shares

EBARAT 2R E B (1), (5) 100.00%
Desko Limited 2 ordinary shares

Elite Sino Investments Limited 208 @ A% (1), (4) 100.00%

BEEEARAT 2017 F§

2 ordinary shares
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1HEEEE
BEER
ERITRGZ
BHABE D
Approximate
percentage

of the relevant
class of issued

shares of

HEEE R RERHZERE MiaE associated

Name of associated corporation Interest in shares Notes corporation

HBEEEBRAR] 2[% B Ak (1), 4 100.00%
Equaltex Investment Limited 2 ordinary shares

EHREFRAF 1R Eimik (1), (4) 100.00%
Global Asia Investments Limited 1 ordinary share

BXER AT 2R AR (1), (5) 100.00%
Goman Limited 2 ordinary shares

Gondmyne Limited 100,0000% & 38 A% (1), (4) 100.00%
100,000 ordinary shares

Granwich Limited 1A% & A% (1), (4) 100.00%
1 ordinary share

BERTBMEERA REERBBR AR 52,570,000% & i@ Ik (1), (4) 75.10%
Hong Kong Cad-Cam Services Limited 52,570,000 ordinary shares

Kadom Limited BEmk (1), (4) 100.00%
2 ordinary shares

FERICEBR AR 1R Eimix (1), (6) 100.00%
KCI Investments Limited 1 ordinary share

REER AT Pl =il (1), (5) 100.00%
Koyoki Limited 2 ordinary shares

BEREAEREBRAF 1R Emik (1), (6) 100.00%
Maxford H.K. Investments Limited 1 ordinary share

ERBR AT Pl =il (1), (5) 100.00%
Mikia Limited 2 ordinary shares

ZHEEBERAT 2017 FiR
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IRARESEE
BEAER
EEITRAZ
BHABE D
Approximate
percentage

of the relevant
class of issued

shares of
B EE EE RRGzERE i associated
Name of associated corporation Interest in shares Notes corporation

REBRAT Pl =il (1), (5) 100.00%

Mogin Limited 2 ordinary shares

kK BRA R 20 m AR (1), (5) 100.00%

Parot Limited 2 ordinary shares

BEEABRAF 2R AR (1), (5) 100.00%

Potachi Limited 2 ordinary shares

Pro-Team Pacific Limited 1A% E @Ak (1), (4) 100.00%
1 ordinary share

FEBR AR 2R R (1), (5) 100.00%

Rikon Limited 2 ordinary shares

HEBB R A A 20 AR (1), (5) 100.00%

Semicity Limited 2 ordinary shares

[iipl =1 NC] 2R R (1), (5) 100.00%

Sibeland Limited 2 ordinary shares

SEBRAF 2R AR (1), (5) 100.00%

Sumei Limited 2 ordinary shares

mAIEE AR AR 1R (1), 4) 100.00%

Value Creation Group Limited 1 ordinary share
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Chiangs’ Industrial Holdings Limited
BAEEKIZEI00%EZ » Chiangs’
Industrial Holdings Limited 8| &
Cititrust (Bahamas) Limited & & #
A ° Cititrust (Bahamas) Limited &%
BEIXzEES([BESEEe)zE
%V*EZ@EEA RIEFEF RAEK
Bl (QEREEBLHESES 2
FF?’/\ HUEBIE B AR R E
REESZHRIA - MERIERERH
B EER RbOBREERZT
RGBS & oy BB # A Proficient
City Investments Limited &2 Peckham
Ventures Limited 2 100% /%170 + 7 ™M

RARBEESHRUABRIEA
Z/H\EPEWM A BAR (R A B

B E s o

Itt J5Cititrust (Bahamas) Limitedf&#
¥ 8 2 #EzE > M Cititrust (Bahamas)
Limited REEE S ZEEA  MAES
EcHEFEEHKRELIOOSER °
BEFRHFRAAEED - AREEHLT
NEREESZVEERTA  WEEE
THEAREERIEESES 2K LA
MERIERBRARNDFE B

It J5Cititrust (Bahamas) Limited&#
8 225 - i Cititrust (Bahamas)
Limited R EE & ZE55EA - M2
ZESHEBERFEEREE100%#
o RIBFEF LG KD - BREE
WHTREEBRLEDEEHER
Proficient City Investments Limited ;&2
Peckham Ventures Limited 2 100%%
7 ZWMEARABREESKRUEE
B2 A ZERWA - AR
ERBERO A ER -
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Notes:

(1)

(2)

(3)

4)

Chiangs’ Industrial Holdings Limited holds 100% interest in CH
Investments. In turn, Chiangs’ Industrial Holdings Limited is
wholly-owned by Cititrust (Bahamas) Limited. Cititrust (Bahamas)
Limited is the trustee of a discretionary trust, namely The Chiang
Chen Industrial Charity Foundation (the “Charity Foundation”).
By virtue of the SFO, (a) Dr. Chen CHIANG is deemed to be
interested in the relevant shares as he is the settlor of the Charity
Foundation and may be regarded as founder of the Charity
Foundation; and (b) Ms. Lai Yuen CHIANG and Mr. Chi Kin
CHIANG are deemed to be interested in the relevant shares as
they respectively beneficially own 100% shares in Proficient City
Investments Limited and Peckham Ventures Limited, two of the
several eligible beneficiaries of the Charity Foundation.

This represents the interest indirectly held by Cititrust (Bahamas)
Limited, trustee of the Charity Foundation, which holds 100%
indirect interest in CH Investments. By virtue of the SFO, Dr.
Chen CHIANG is deemed to be interested in the relevant shares
as he is the settlor of the Charity Foundation and may be regarded
as founder of the Charity Foundation.

This represents the interest indirectly held by Cititrust (Bahamas)
Limited, trustee of the Charity Foundation, which holds 100%
indirect interest in CH Investments. By virtue of the SFO, Ms.
Lai Yuen CHIANG and Mr. Chi Kin CHIANG are deemed to be
interested in the relevant shares as they respectively beneficially
own 100% shares in Proficient City Investments Limited
and Peckham Ventures Limited, two of the several eligible
beneficiaries of the Charity Foundation.

Such interests are held by CH Investments.
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(5) Such interests are indirectly held by CH Investments through
Gondmyne Limited.

(6) Such interests are indirectly held by CH Investments through
Assetwise Holdings Limited.

Save as disclosed above, as at 31 March 2017, none of the directors
or chief executive of the Company had any interests or short positions
in the shares, underlying shares or debentures of the Company or any
associated corporation (within the meaning of Part XV of the SFO) as
recorded in the register of the Company required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

No share options were granted to or exercised by the directors or chief
executive of the Company during the year.

Save as 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 of the Company to acquire benefits by means of the
acquisitions of shares in, or debentures of, the Company or any other
body corporate, and none of the directors, chief executive or their
spouses or children under the age of 18, had any right to subscribe for
securities of the Company, or had exercised any such right during the
year.

Directors’ Interests in Competing Business

As at 31 March 2017, none of the executive directors had any interest
in a business, which competes or is likely to compete, either directly or
indirectly, with the business of the Group.

Substantial Shareholders’ and Other Persons’ Interests
and Short Positions in Shares and Underlying Shares

As at 31 March 2017, so far as was known to the directors and chief
executive of the Company, the interests or short positions of substantial
shareholders and other persons in the shares and underlying shares of
the Company as recorded in the register of the Company required to be
kept under Section 336 of the SFO were as follows:
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RELTRBZHR Long positions in shares of the Company
P NN
ERITEBER
ZBHBEDLE
Approximate
percentage of
TERRE the Company’s
BREB HE 54 Number of Mz  issued ordinary
Name of shareholder Capacity ordinary shares Notes shares
EHRE EmEEA 398,013,620 (N 63.12%
CH Investments Beneficial owner
BE BB A 3,980,000 (3) 0.63%
Chen CHIANG Beneficial owner
PREEFE 2RI A 398,013,620 (1), (2), (3) 63.12%
Founder of
discretionary trust
Chiangs’ Industrial Holdings Limited REEHEE 2 s 398,013,620 (1) 63.12%
Interest of
controlled corporation
Cititrust (Bahamas) Limited TEEA 398,013,620 (1) 63.12%
Trustee
RS EmEA A 5,000,000 - 0.79%
Lai Yuen CHIANG Beneficial owner
Efb 398,013,620 (4) 63.12%
Other
Proficient City Investments Limited REARHEE 2 e 398,013,620 (4) 63.12%
Interest of
controlled corporation
BEER BB A 2,078,000 - 0.33%
Chi Kin CHIANG Beneficial owner
Efb 398,013,620 (4) 63.12%
Other
Peckham Ventures Limited RIS EE 2 s 398,013,620 (4) 63.12%
Interest of
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LER N
ERITERR
ZHAE D

Approximate
percentage of

ZBERBRE the Company’s

BREB MR 51 Number of B 5 issued ordinary

Name of shareholder Capacity ordinary shares Notes shares

MRELEEIE(EE)ERAH B 50,410,000 (5) 7.99%
Schroder Investment Management Investment manager

(Hong Kong) Limited

Schroders Plc RZIEHEE 2 s 50,410,000 (5) 7.99%
Interest of
controlled corporation

David Michael WEBB EmlEaEA 7,835,000 - 1.24%
Beneficial owner

MEEEE 2 #m 23,793,000 (6) 3.77%

Hiat

Interest of
controlled corporation

Notes:

(1)

(2)

L TSR A FT i 2 R —HEAR ) o R Cititrust
(Bahamas) Limited B ZE S 257t A * i
WRIERBERMIBEEEZ  MZSEBRR
% TyiE M E FTE & 2 JA B Chiangs’ Industrial
Holdings Limited TEZ &% & 55 100% # 5
A -

REFFLAEEN ARBEERELHVEZE
SZHMERTA  WEEBLANEKRIER
EREZMIAN  MBEREREERDFE#E

o

B

(3) BERELLIRBEELZER REFZHFEY
B BRELTIARBRERES ) MR

(4)

REERIRAEZERERNFERES

I ERBREMBFZE KRG - @R
Proficient City Investments Limited &zPeckham
Ventures Limited ¥ AR EE S LU & BB
TmAZEPMA MW EERBBERD
FrE W - M # BB %E & & & Proficient City
Investments Limited M — Bz A A R iEHER
Se 4 B Peckham Ventures LimitedMf — & 25
BA e

BEEEARAT 2017 F§

(1)

This represents the same parcel of shares held by CH Investments. Cititrust
(Bahamas) Limited is deemed to have interest in the relevant shares by
virtue of being the trustee of the Charity Foundation, and the relevant
shares are held through its controlled corporation, Chiangs’ Industrial
Holdings Limited which holds 100% interest in CH Investments.

By virtue of the SFO, Dr. Chen CHIANG is deemed to be interested in the
relevant shares as he is the settlor of the Charity Foundation and he may be
regarded as the founder of the Charity Foundation.

Ms. Jwung Hwa MA, being the spouse of Dr. Chen CHIANG, in the capacity
of interest of spouse, is deemed to be interested in the relevant shares held
by Dr. Chen CHIANG by virtue of the SFO.

This represents the same parcel of shares held by CH Investments.
Proficient City Investments Limited and Peckham Ventures Limited are
deemed to have interest in the relevant shares by virtue of being two of the
several eligible beneficiaries of the Charity Foundation and Ms. Lai Yuen
CHIANG is the sole beneficial shareholder of Proficient City Investments
Limited and Mr. Chi Kin CHIANG is the sole beneficial shareholder of
Peckham Ventures Limited.
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Rz BB EREAA  BERIERERRMDE

ey

B -

(6) 1R #EDavid Michael WEBBR — & —=4= A
THRAERZEEEERS  ZERMHH
Preferable Situation Assets Limitedi#H » 3222
A/ David Michael WEBB 100% 3% ©

BREXHBEEEIN R-_T—-—LF=H
=t—R BECTAEMALHEBEARRZ
B fn SR B B i 2 HE s 3R B M A R8N AR
BESFRBERIIEIB6BRARRMBEFLE
RO

BEEALRS

AEBEREERZ S RABERS [FEA
TIZALTAIYETRS - HERFETES N
AEERNAEEHBREFR - RBEGHERE
RPEBRILZAH - E—FFAEHE
R TR RE36 ©

MR IEKR ETRRTE [ FEREER
5] FRIAE o

BFEREXRS
R-ZE—MF=ZF=+"H  EEREAERK
CRIND) AR AR (TEERY ) B 5 5 W
CRYIDBRAR(TEHEZEI]) (KRR
2EEEEMBARE —HEHE(EH
#FD - BEEHE  ARRRENBAR (2
FEEBEEFFRYD LEEBR A R M BB FRYIIR
BN Bm-ZT—mWEMA—BRHK - AH
=FoREE_ZE—RHF - ZE—REkZ
T—tHE=ZA=Z+—B It 2B EEHEEH
Mz FE&m=EED R AARE18,200,000
7T (# % RN 78 123,149,000 ) ~ AR
24,700,0007C (855 7 % #31,416,0007T) &
AR ¥27,500,0007T (FE R 34,977,000
L) HEZZ—tHF=ZA=+—HILEFE
2R GEEE AEE1,195,0007T (& EE
i) o
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(5) Based on the notice of disclosure of interests of Schroders Plc filed on
12 November 2015, this represents the same parcel of shares held by
Schroder Investment Management (Hong Kong) Limited. Schroders Plc
is deemed to have interest in the relevant shares by virtue of being the
ultimate beneficial owner of Schroder Investment Management (Hong

Kong) Limited.

Based on the notice of disclosure of interests of David Michael WEBB filed
on 26 March 2013, these shares are held by Preferable Situation Assets
Limited, a company 100% controlled by David Michael WEBB.

Save as disclosed above, as at 31 March 2017, no other persons were
recorded in the register of the Company required to be kept under
Section 336 of the SFO as having interests or short positions in the
shares and underlying shares of the Company.

Related Party Transactions

The Group entered into certain transactions with parties regarded
as “Related Parties” under applicable accounting principles. These
mainly relate to contracts entered into by the Group in the ordinary
course of business, which contracts were negotiated on normal
commercial terms and on an arm’s length basis. Further details are set
out in note 36 to the financial statements.

Some of these transactions also constitute “Continuing Connected
Transactions” under the Listing Rules, as identified below.

Continuing Connected Transactions

On 26 March 2014, a master agreement (the “Master Agreement”)
was entered into between Zhen Jian Mould & Machinery (Shenzhen)
Co., Ltd. (“CC-SZ") and Chen Hsong Machinery (Shenzhen) Company,
Limited (“CHM-SZ"), an indirect wholly-owned subsidiary of the
Company. Pursuant to the Master Agreement, the Company and
its subsidiaries including CHM-SZ would, on a non-exclusive basis,
purchase steel from CC-SZ for a term of three years commencing on
1 April 2014. The annual aggregate maximum value of purchases
of steel under the Master Agreement for the financial years ended
31 March 2015, 2016 and 2017 are RMB18,200,000 (equivalent to
HK$23,149,000), RMB24,700,000 (equivalent to HK$31,416,000)
and RMB27,500,000 (equivalent to HK$34,977,000), respectively.
The transaction value during the year ended 31 March 2017 amounted
to approximately HK$1,195,000 (net of value added tax).
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The Master Agreement had expired by effluxion of time on 31 March
2017 and the renewal master agreement was entered into by the same
parties on 31 March 2017 for a term of one year commencing on 1
April 2017.

As Dr. Chen CHIANG, Ms. Lai Yuen CHIANG and Mr. Chi Kin CHIANG
(each being a director of the Company), together with parties acting
in concert with them, control the exercise of more than 50% of the
voting power at general meetings of Chen Chien Holdings Limited,
which indirectly holds the entire equity interest of CC-SZ, CC-SZ is
therefore a related company of the Group and also a connected person
of the Company under the Listing Rules. Accordingly, the transactions
contemplated under the Master Agreement constitute continuing
connected transactions of the Company.

The independent non-executive directors of the Company have
reviewed the above continuing connected transactions during the year
ended 31 March 2017 under the Master Agreement and confirmed
that the transactions have been entered into (1) in the ordinary and
usual course of business of the Company; (2) on normal commercial
terms; and (3) in accordance with the relevant agreement governing
them on terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The Company has received a letter from Ernst & Young, the Company’s
auditor, to report on the above continuing connected transactions of
the Group during the year ended 31 March 2017 contemplated under
the Master Agreement in accordance with Hong Kong Standard on
Assurance Engagements 3000 (Revised) 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 the Hong Kong Listing Rules issued
by the Hong Kong Institute of Certified Public Accountants. Ernst &
Young have issued their unqualified letter containing their findings
and conclusions in respect of the continuing connected transactions
during the year ended 31 March 2017 disclosed above by the Group
contemplated under the Master Agreement in accordance with Rule
14A.56 of the Listing Rules. A copy of the auditor’s letter has been
provided by the Company to the Stock Exchange.
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Public Float

Based on the information publicly available to the Company and within
the knowledge of the directors, the Company has maintained the
sufficient amount of public float of more than 25% of the Company’s
issued shares during the year and up to the date of this report as
required under the Listing Rules.

Emolument Policy

The Group’s emolument policy, including salaries and bonuses, is in
line with the local practices where the Company and its subsidiaries
operate. The Remuneration Committee of the Company reviews the
Group’s emolument policy and structure for the remuneration of
the directors who are also senior management of the Group, having
regard to the Group’s operating results, individual performance and
comparable market statistics.

Corporate Governance

The Company’s corporate governance principles and practices are
set out in the Corporate Governance Report on pages 20 to 42 of this
annual report.

Auditor

The financial statements of the Group for the year ended 31 March
2017 have been audited by Ernst & Young who retire and, being
eligible, offer themselves for re-appointment. A resolution for the re-
appointment of Ernst & Young as auditor of the Company will be
proposed at the forthcoming annual general meeting of the Company.

On behalf of the Board

Chen CHIANG
Chairman

Hong Kong, 28 June 2017
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Independent Auditor’s Report

To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Chen Hsong
Holdings Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 69 to 178, which comprise the consolidated statement
of financial position as at 31 March 2017, and the consolidated income
statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the 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
March 2017, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA™)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. For each matter
below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures
designed to respond to our assessment of the risks of material
misstatement of the consolidated financial statements. The results of
our audit procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.
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To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matter

HEEITER

How our audit addressed the key audit matter

ZEHEEETPRNTEEN

JEWE 5 [ IR AR AR JE e it & T B AR A i Bl (B AP A

Impairment assessment of trade and bills receivables and finance lease receivables

As at 31 March 2017, after netting off with an aggregate
impairment provision of HK$89,992,000, the total net
carrying amount of the Group’s trade and bills receivables
and finance lease receivables was HK$793,087,000.
The impairment test is based on assessment of the
recoverability of trade and bills receivables and finance
lease receivables, and requires significant management
judgement and estimates. Management considers
various factors, including the ageing of the trade
and bills receivables and finance lease receivables,
historical collection patterns, existence of any disputes,
trading history with each customer and other available
information concerning the creditworthiness of
customers.

Related disclosures about trade and bills receivables and
finance lease receivables are included in notes 4, 20 and
22 to the consolidated financial statements.

R2017F3A31R » ERENEEE S REERKIIAK
F& W B TH B AR KA HIBR 7B % 89,992,000 #Y AL 18 5 4
& - #FER "B 793,087,000  BERIF D ER EWE
2 N AR AR A B B W R B A & AR A [ M AT
YHEEEBFLEARHEG LA - BEBEERZRRE
EWE S REBRFIALEBEREHERROKREK - A
TEXRCH  FRELM  BSEITEFHEBESTHK
HitBEREFPEEERMNEM -

ERRKEZNEBRERIAREBERERERRINKE
B HRNGREMBHRERMES - 20k22 -

Our audit procedures included evaluating management’s
assessment methodology, and the inputs and
assumptions applied by management in performing the
impairment assessment by checking the ageing of trade
and bills receivables and finance lease receivables, the
credit terms granted by the Group, historical collection
patterns and post year-end settlements received from
selected samples of customers.

HMWEARFRFETHERENTETE  URER
EHBRATPRWE S REHERTA M EKEEHEER
ROERE BERELATZEEN - BEERCHNULE
RERERBER - U HEBREBEETRENERIRA
M ERAMRER
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To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

BEEEEE) KEY AUDIT MATTERS (continued)

Key audit matter

HARETER

How our audit addressed the key audit matter

REBEAEESPRNAEEN

Assessment of inventory provision

FERERIEFE

As at 31 March 2017, the net carrying amount of
the Group’s inventories was HK$457,941,000. The
assessment of inventory provision is based on the
estimated net realizable value of inventories, which
requires significant management judgement and
estimates. Management considers various factors,
including the ageing of the inventories, historical sales
patterns, post year-end sales and selling prices of
inventories, market demand, technological changes and
the Group’s future plan of usage or sale.

Related disclosures about inventories are included in
notes 4 and 19 to the consolidated financial statements.

201743 A318 - EXE/FEFREAEE457,941,000
FEREBNIHEDERNGTENGMTAIERFEET I
EEBEFLHERHE LG EEEZREREET
EMER  BOTHELE HAETFEHEBELRE
B mEHER HNEEUARESEEARRFTFENERK
HERTE -

ERGENRESER NGB RERME4IR19 -

Our audit procedures included evaluating management’s
assessment methodology, and the inputs and
assumptions applied by management in the assessment
of the inventory provision by checking the ageing of
inventories of, the post year-end usage and sale and the
selling prices of selected samples of inventories, and
assessing management’s expected future demand and
usage of inventories with reference to historical usage
and/or sales pattern, and sales orders received by the
Group.

BPWBFREFEREFIGEERNFGETE  BBEHN
BAGENER HRENERAHEBEAREE 2
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To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

KEY AUDIT MATTERS (continued)

Key audit matter

BREETER

How our audit addressed the key audit matter

ZEHEEETPRNTEEN

Impairment assessment of goodwill

BRA BB E

The goodwill of the Group amounted to HK$94,923,000
as at 31 March 2017. The Group performs an impairment
test for goodwill acquired in business combinations on
an annual basis. Management’'s impairment assessment
of goodwill involves estimation of the value in use of the
cash-generating unit to which the goodwill is allocated.
The assessment process involved management’s
significant judgement and estimates, including the
estimation of the expected future cash flows from the
cash-generating unit and the use of other assumptions
that are sensitive to expected future market or economic
conditions and the cash-generating unit’s performance
in the foreseeable future, such as the discount rate and
growth rate.

Related disclosures about goodwill are included in notes
4 and 17 to the consolidated financial statements.

201793 A31H - E&E&EE RE¥94,923,000 °
EREREBAHMGNRESFLETRENE &
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EREEEL MG - ZFAEFTEEBELERAE G
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MRAHBERTISREBEBERARY RS ELEMNA
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Our audit procedures included evaluating management’s
methodologies and key assumptions used in the
discounted cash flow projections, in particular those
relating to the forecasted growth rate and discount
rate with the assistance of our valuation experts, and
evaluating management’s assessment on the sensitivity
analysis about the key assumptions and cash flow
projections.

HANBAEFEEFAEEENCHBRERSRHEES
FrERz AR ERZRE - AR BANGEEFTEHKY SR
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To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

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

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the
Company 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 of the Company either intend to liquidate the Group or to
cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group’s financial
reporting process.
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Independent Auditor’s Report coines

To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

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. Our report is made solely to you, as
a body, in accordance with section 90 of the Bermuda Companies
Act 1981, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

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

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit.
We also:

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

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

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

To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

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

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

e 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.

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

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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Independent Auditor’s Report coines

To the shareholders of Chen Hsong Holdings Limited
(Incorporated in Bermuda with limited liability)

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Kwong Ka Yan.

Ernst & Young

Certified Public Accountants
22/F CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

28 June 2017
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GeEWER Consolidated Income Statement

BE_T—+tF=-A=+—HILHFE Year ended 31 March 2017
(B TFor) (HK$'000) K15+ Notes 2017 2016
Y = REVENUE 6 1,450,877 1,247,942
HE KR Cost of sales (1,071,246) (1,006,118)
EF Gross profit 379,631 241,824
E A N USR58 Other income and gains, net 53,798 45,577
HERDHESTH Selling and distribution expenses (162,696) (129,757)
TH X Administrative expenses (112,790) (121,093)
Efb &S R Other operating expenses, net (80,906) (175,691)
BhE KA Finance costs 8 (1,385) (3,266)
FE(LHE & N A Share of profits less losses
it MR E 38 of associates 3,107 2,239
MBS FR(B18) PROFIT/(LOSS) BEFORE TAX 7 78,759 (140,167)
FrieaFix H Income tax expense 11 (27,406) (34,071)
TEEBR(BA) PROFIT/(LOSS) FOR THE YEAR 51,353 (174,238)
BER: ATTRIBUTABLE TO:
KABEZFEA Equity holders of the Company 51,485 (173,087)
SEIE R Non-controlling interests (132) (1,151)
51,353 (174,238)
AATER EARNINGS/(LOSS) PER SHARE
BEAELER ATTRIBUTABLE TO EQUITY
BR(BR) HOLDERS OF THE COMPANY 13
EARGEN) Basic (HK cents) 8.2 (27.5)
S (BN ) Diluted (HK cents) 8.2 (27.5)
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Consolidated Statement of Comprehensive Income

Year ended 31 March 2017

(BEEFor) (HK$’000) 2017 2016
REERR(HA) PROFIT/(LOSS) FOR THE YEAR 51,353 (174,238)
Hih2mEikz () OTHER COMPREHENSIVE INCOME/(EXPENSES)
B 12 BRI E#T Other comprehensive expenses to be
DB R reclassified to the income statement in
A2 mEZH - subsequent periods:
PE W 258 Exchange differences:
BMEFINETE 2 Exchange differences on translation of
PE =58 foreign operations (90,676) (80,583)
)i l/NE] Share of other comprehensive expenses of
HEma2mEmS associates (2,830) (1,975)
R EZ AR ER Net other comprehensive expenses to be
DEEWERZ reclassified to the income statement in
Hihamx %5 subsequent periods (93,506) (82,558)
TEHRE R ER Other comprehensive income/(expenses) not
SHEERGERZAM to be reclassified to the income statement in
fﬁﬂ'ﬂ/ﬁ?ﬁ/ (ZH) - subsequent periods:
TFREBAETZ Actuarial losses on defined benefit
BEEE obligations (1,807) (902)
YIS 2 m R (Hit14) Gain on property revaluation (note 14) - 92,378
Fristic s & Income tax effect - (23,094)
- 69,284
TegREBERER Net other comprehensive income/(expenses) not
DEEWRTRZEM to be reclassified to the income statement in
2EME(ZH)EEE subsequent periods (1,807) 68,382
AFEEHMEERE - OTHER COMPREHENSIVE EXPENSES
HRBLE FOR THE YEAR, NET OF TAX (95,313) (14,176)
AEEHRAEE TOTAL COMPREHENSIVE EXPENSES
T FOR THE YEAR (43,960) (188,414)
BER: ATTRIBUTABLE TO:
RARIERFEEA Equity holders of the Company (42,940) (186,494)
JEVER Non-controlling interests (1,020) (1,920)
(43,960) (188,414)
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Consolidated Statement of Financial Position

As at 31 March 2017

rE BRI R

R=F—tE#=A=t+—H

(BEMTF o) (HK$'000) #1#F Notes 2017 2016
FRBEE NON-CURRENT ASSETS
ME - BENMEE Property, plant and equipment 14 640,256 716,615
WEME Investment properties 15 281,600 292,224
BN TR ER Prepaid land lease payments 16 36,011 39,043
GES Goodwill 17 94,923 94,923
REEZENRIZRE Investments in associates 18 25,922 36,574
EERIBEE Deferred tax assets 29 34,947 36,182
BEME  BEX Deposits for purchases of items of

BCHES property, plant and equipment 2,050 978
EUE SR Trade receivables 20 10,346 13,712
FEU B & AR & BRSK Finance lease receivables 22 9,575 3,816
EIRERITERR Pledged bank deposits 23 1,693 5,271
IERBVE ELAGT Total non-current assets 1,137,323 1,239,338
RBEE CURRENT ASSETS
FE Inventories 19 457,941 501,369
EUE 5 N EEERR Trade and bills receivables 20 736,473 613,610
e ERNRER Deposits, prepayments and

Hoh FE YR SR other receivables 21 38,605 40,396
FEU R E TR ERR Finance lease receivables 22 36,693 16,345
B ITFER Pledged bank deposits 23 55,525 49,304
WE RIRTTERF Cash and bank balances 24 852,525 846,809
mENEEEET Total current assets 2,177,762 2,067,833
RBER CURRENT LIABILITIES
FENE S5 NEBIRR Trade and bills payables 25 356,967 259,023
EER R Other payables and

Bzt B & accruals 26 191,625 176,909
STERITER Interest-bearing bank borrowings 27 73,422 105,253
FEFRIE Tax payable 37,068 31,269
mENBEEET Total current liabilities 659,082 572,454
RBEEZRE NET CURRENT ASSETS 1,518,680 1,495,379
EEAER TOTAL ASSETS LESS

REEE CURRENT LIABILITIES 2,656,003 2,734,717
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rE BRI R Consolidated Statement of Financial Position
R-ZZF—+tF=A=+—H (continued)

As at 31 March 2017
(BE®TFor) (HK$°000) K15+ Notes 2017 2016
FREEE NON-CURRENT LIABILITIES
E M ER R Other payables and

FEztaE accruals 26 3,041 3,636
TEREEMEE Defined benefit obligations 28 20,769 19,741
FEEBIBEAE Deferred tax liabilities 29 29,669 29,269
EREEFERET Total non-current liabilities 53,479 52,646
EEFE NET ASSETS 2,602,524 2,682,071
= EQUITY
EATERZFEA Equity attributable to equity holders

Btk of the Company
BEITIR AR Issued share capital 30 63,053 63,053
fHiE Reserves 32 2,526,870 2,602,597

2,589,923 2,665,650
IR RER Non-controlling interests 12,601 16,421
ST TOTAL EQUITY 2,602,524 2,682,071
¥ 7Z Chen CHIANG #E%E Lai Yuen CHIANG
F /& Chairman E[EF#AZE Chief Executive Officer
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Consolidated Statement of Changes in Equity

Year ended 31 March 2017

2017
RARRERE AR
Attributable to equity holders of the Company
BEfT R E4EE ) FER
ha 2B &R B B 3
lsued ~ Shae  Capitel EAEE AEHE -REE et Bchange  REER Non- &M
Wi share  premium redemption  Capital  Statutory  General revaluation fluctuation  Retained &t controlling Total
(5%F1) (HKS000) Notes capital  account  reserve  reseve  reseve  reseve  reseve  reseve profits Tofal interests  equity
RIE-RAEMA-B A1 Apil 2016 63053 509,580 % 75l 144999 231 T86M 27532 1596415 2665650 16421 2682071
KERRH/(EB)  Profitloss) for the year - - - - - - - - bl 5L (132 51303
FERENEE Other comprehensive income/

Y&/ (%) (exgenses) for the yeer:

ENZER Exchange differences - - - - - - - (%2618) - (2618 (@88 (9350

BB, Actuarallosses on defined

BEEE bengfit obigaions P - - - - - - - -8 (180) -8
FEEBRE Total comprehensive income/

/%) (expenses) fo the year - - - - - - - (618) 49678 (2%0) (10200 (43,960)
RERHER Transfer from retained profits - - - 284 31 - - - (599) - - -
EEE Final dividend

ZRET-AL for the year ended

FEZRARE 31 March 2016 12 - - - - - - - - B’ B8 - B8
EET50F Specialfina dividend

ZRET-At for the year ended

FEZBDRERE 31 March 2016 Y - - - - - - - - - @
mERE Interim dividend 2 - - - - - - - - 88 B8 - (88)
Bfi-EHEBAT Dividend paid 108

FERRERS non-controling Sharehalder

of & subsidiary . - - - - - - - - - (28000 (2800
AZF-tEZ A=A At 3L March 017 63053 509,580° 25 5303+ 1453101 23l T8e74* 14914 1612711% 2589923 12601 2602524
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REREEHRRK Consolidated Statement of Changes in Equity
HE_T—tF=-A=1+—HILFE (continued)
Year ended 31 March 2017

2016
KLRBREEARL
Attributable to equity holders of the Company
BEfT R E4EE EEEff ElgE 2R
ke EBE &R BE B 3

lsued ~ Share  Capitel A% AEHE -REE et Echange  REER Non-  E&MH

Vi share  premium redemption  Capital  Statutory  General revaluation fluctuation  Retained &5t controlling Total

(B%771) (HK$000) Nofes —capital ~ account  reseve  resemve resee  reserve  resee  resene  profits Tofal interests  equity

AE-REWA-B A1 A 2015 63053 509580 % 5LI03 144999 231 9390 299321 1802978 2883670 18341 2902011

TERER Lossforthe year - - - - - - - - (7308 (73080 (LB (174239)
FERENEE Other comprehensive income/
W&/ (%) (expenses) for th yeer:

EXER Bxchang diferences - - - - - - - BL789) - L8 (769 (82%8)
BB, Actuariallosses on defined

REEE bereft oligatons % - - - - - - - - G -
VEE PR Gain on propertyrevaluaton

MaHE net of ax i - - - - - -0 - - 98 - 69
REEELE Total comprehensive incorme/

s/ (k) (expenses) for the year - - - - - - 09284 (BL78Y) (173989) (1864%4)  (1920) (188,414)

REETER Transfer from retained profit - - - 108 - - - - (104 - - -

BECE-1E Final dividend

ZR=t-ALt for the year ended

EEIRERE 3lMachls 12 - - . . - - - S ICY: IR Y )
EE-E-1F Special finalcividend

Azttt for the year ended

EEZESKERE 31 March 2005 1 - - - - - - - S oI -
hEka Interim dividend ¥ - - - - - - - - (756 (7566) )
HZB-AEZB=1-R M 31 March 2016 63053 980T 295 RO TALT 144999 2311 TETAT 21753 LB96AL 2665650 16421 2682071

Y ZERERERRESMEIRARAZEEE * These reserve accounts comprise the consolidated reserves of

& A2 526,870,0007T (ZZE—/KNF: B HK$2,526,870,000 (2016: HK$2,602,597,000) in the consolidated
2,602,597,0007T) ° statement of financial position.
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HERERER

BHE_ZT—tF=-A=1+—HIFE

Consolidated Statement of Cash Flows

Year ended 31 March 2017

(B TFor) (HK$'000) K15+ Notes 2017 2016
REXBRE CASH FLOWS FROM
mE OPERATING ACTIVITIES
BEADE T, (E18) Profit/(loss) before tax 78,759 (140,167)
FEE Adjustments for:
EhE AR Finance costs 8 1,385 3,266
JEAG B N B) e K Share of profits less losses of
RE1E associates (3,107) (2,239)
FEMA Interest income 7 (10,677) (16,756)
REREF BWA Finance lease interest income 7 (1,729) (303)
e Depreciation 7 52,708 62,915
B A ERK Amortization of prepaid land lease
ok 3ic! payments 7 1,395 1,474
HEWE - BER Loss on disposal of items of property,
HE 2 BB plant and equipment 7 1,128 44
WE - RENMERE Write-off of items of property,
2T plant and equipment 7 251 175
FHE—MMEBARZEE Loss on deregistration of a subsidiary 7 - 8
=R B E &L Write-off of aged liabilities 7 (201) (3,046)
wEME L NFE Fair value gains on investment
Pkl properties 7 (7,086) (600)
FEREFE Provision for inventories, net 7 13,967 22,414
JEUE 5 N ZIEEBR K Impairment/(write-back of impairment)
B CRERD ) F5E of trade and bills receivables, net 7 (6,865) 36,762
FEREERERR Impairment of finance lease
B receivables 7 602 -
H i fE W BR ZORE /R 58 Impairment of other receivables, net 7 514 15,008
ME - BE MR E Impairment of items of property,
B plant and equipment 7 - 2,433
FEN T HEER Impairment of prepaid land lease
HE payments 7 - 2,025
121,044 (16,587)
FERY Decrease in inventories 30,106 155,029
EWE 5 REBRER Decrease/(increase) in trade and bills
SHA () receivables (96,365) 103,074
FE U B & FH S BR U 0 Increase in finance lease receivables (25,602) (20,161)
& BREREA Decrease/(increase) in deposits,
FEWEBE TR (JE4n) prepayments and other receivables (1,021) 13,815
FERTE 5 REBRIRR Increase/(decrease) in trade and
a1, R ) bills payables 91,551 (41,240)
Hib E BRI S BT Increase/(decrease) in other payables
aEE M CRd) and accruals 11,463 (23,488)
EEGEAEERD Decrease in defined benefit obligations (1,974) (1,628)

ZHEEBERAT 2017 FiR

CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017 75



ﬁ'% *.zz, HERERS Consolidated Statement of Cash Flows

BE_T—+tF=-A=+—HLFE (continued)
Year ended 31 March 2017

(BE®TFor) (HK$'000) M1 #F Notes 2017 2016
TEEEZRS® Cash generated from operations 129,202 168,814
BB Interest paid (1,385) (3,266)
EWRLERER B Finance lease interest received 1,729 303
REBFBFEH Hong Kong profits tax refunded 3 2
B EBFER Hong Kong profits tax paid (13) (8)
REEHNRIE Overseas taxes refunded 2,400 1,235
BEAEINEIR Overseas taxes paid (20,920) (16,599)
RS IS AJEER Net cash flows from operating activities 111,016 150,481
REXBKZRE CASH FLOWS FROM

RE INVESTING ACTIVITIES
BEME HWE Purchases of items of property,

T plant and equipment (9,257) (29,917)
NEREWE Additions to investment properties 15 (236) -
HEWE BB MRE Proceeds from disposal of items of

F{8sE property, plant and equipment 544 30
2 UHE Interest received 10,677 16,756
/NI TR 9N Dividend received from an associate 10,929 -
BEEME  HE Decrease/(increase) in deposits for

B purchases of items of property, plant

(1) and equipment (2,050) 1,428
AT SR BB B[R B B Decrease/(increase) in bank deposits

HBiE = (& A 2 & HifF 3% with original maturity of more than

WA (3Ehn) three months when acquired (16,281) 7,873
EHRBITFERRLD Decrease/(increase) in pledged

(&) bank deposits (5,995) 852
WEEB RS RH FEE Net cash flows used in investing activities (11,669) (2,978)
MEEBZRS CASH FLOWS FROM

RE FINANCING ACTIVITIES
ERITER New bank loans 74,514 50,000
BEIRTER Repayment of bank loans (106,514) (242,848)
B S Dividends paid (32,787) (31,526)
[EANEZZ S Dividend paid to a non-controlling

% B shareholder of a subsidiary (2,800) -
BMEER RS RLFRE Net cash flows used in financing activities (67,587) (224,374)
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FEEHEREER o Consolidated Statement of Cash Flows

BE_T—+tF=-A=+—HILHFE (continued)
Year ended 31 March 2017

(B®For) (HK$'000) #1#F Notes 2017 2016
HeRBEEEY2 NET INCREASE/(DECREASE) IN

®im, ORd) B CASH AND CASH EQUIVALENTS 31,760 (76,871)
FzHEe Rk Cash and cash equivalents

REeEEY at beginning of year 775,935 878,597
[EREH) 2 FE Effect of foreign exchange rate

FEE changes, net (37,973) (25,791)
FRZBEER CASH AND CASH EQUIVALENTS

HEZEY AT END OF YEAR 769,722 775,935
BERBELZEY ANALYSIS OF BALANCES OF

EFEZIW CASH AND CASH EQUIVALENTS
W RIR1TEF Cash and bank balances 24 730,988 711,050
FE R BE Bt PR R B Bank deposits with original maturity of

NR=MEA 2z EPER less than three months when acquired 24 38,734 64,885
FEREMER Cash and cash equivalents as stated

5z B KRE in the consolidated statement of

ZEW cash flows 769,722 775,935
RF R EERE R B M B Bank deposits with original maturity of

HRiB =18 A 2 F HfF R more than three months when acquired 24 82,803 70,874
A BTSN R Cash and bank balances as stated in

oz IR & & the consolidated statement of

RITEETT financial position 852,525 846,809
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Notes to Financial Statements

31 March 2017

CORPORATE AND GROUP INFORMATION

Chen Hsong Holdings Limited (the “Company”) is a limited
liability company incorporated in Bermuda. The principal place of
business of the Company is located at 13-15 Dai Wang Street, Tai
Po Industrial Estate, Tai Po, New Territories, Hong Kong.

During the year, the Group was principally involved in the
manufacture and sale of plastic injection moulding machines and
related products.

In the opinion of the directors, the Company’s ultimate holding
company is Cititrust (Bahamas) Limited, a company incorporated
in the Bahamas. Chen Hsong Investments Limited (“CH
Investments”), a company incorporated in Hong Kong, is the
Company’s immediate holding company.

Particulars of the principal subsidiaries are set out on pages 179 to
182.

2.1BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
(which include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and Interpretations)
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA"), accounting principles generally accepted in
Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the
historical cost convention, except for investment properties which
have been measured at fair value. Defined benefit obligations
are measured using the projected unit credit actuarial valuation
method as further explained in note 3 to the financial statements.
These financial statements are presented in Hong Kong dollars
and all values are rounded to the nearest thousand (HK$’000)
except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 March 2017. A
subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).
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Basis of consolidation (continued)

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has
power over an investee, including:

(a) the contractual arrangement with the other vote holders of the
investee;

(b) rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income
are 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. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full
on consolidation.

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 described above. A change in
the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognizes (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and
(iii) the cumulative translation differences recorded in equity;
and recognizes (i) the fair value of the consideration received,
(ii) the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s share of
components previously recognized in other comprehensive income
is reclassified to the income statement or retained profits, as
appropriate, on the same basis as would be required if the Group
had directly disposed of the related assets or liabilities.
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Notes to Financial Statements

31 March 2017

2.2CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised HKFRSs for

the first time for the current year’s financial statements.

Amendments to HKFRS 10,

HKFRS 12 and HKAS 28
(2011)

Amendments to HKFRS 11

HKFRS 14

Amendments to HKAS 1

Amendments to HKAS 16
and HKAS 38

Amendments to HKAS 16

and HKAS 41

Amendments to HKAS 27
(2011)

Annual Improvements
2012-2014 Cycle

CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017
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Accounting for Acquisitions of
Interests in Joint Operations

Regulatory Deferral Accounts

Disclosure Initiative

Clarification of Acceptable
Methods of Depreciation and
Amortisation

Agriculture: Bearer Plants

Equity Method in Separate

Financial Statements

Amendments to a number of
HKFRSs
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(continued)

Amendments to HKAS 1 include narrow-focus improvements in
respect of the presentation and disclosure in financial statements.
The amendments clarify:

(i) the materiality requirements in HKAS 1;

(ii) that specific line items in the income statement and the
statement of financial position may be disaggregated;

(iii) that entities have flexibility as to the order in which they
present the notes to financial statements; and

(iv) that the share of other comprehensive income of associates
and joint ventures accounted for using the equity method must
be presented in aggregate as a single line item, and classified
between those items that will or will not be subsequently
reclassified to the income statement.

Furthermore, the amendments clarify the requirements that
apply when additional subtotals are presented in the statement
of financial position and the income statement. The amendments
have had no significant impact on the Group’s financial
statements.

Amendments to HKAS 16 and HKAS 38 clarify the principle in
HKAS 16 and HKAS 38 that revenue reflects a pattern of economic
benefits that are generated from operating a business (of which the
asset is part) rather than the economic benefits that are consumed
through the use of the asset. As a result, a revenue-based method
cannot be used to depreciate property, plant and equipment
and may only be used in very limited circumstances to amortise
intangible assets. The amendments are applied prospectively.
The amendments have had no impact on the financial position or
performance of the Group as the Group has not used a revenue-
based method for the calculation of depreciation of its non-current
assets.
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(continued)

Amendments to HKAS 19 Employee Benefits as included in
Annual Improvements to HKFRSs 2012-2014 Cycle issued in
October 2014 clarify that market depth of high quality corporate
bonds used for discounting the post-employment benefit obligation
for defined benefit plans is assessed based on the currency in
which the obligation is denominated, rather than the country where
the obligation is located. When there is no deep market for high
quality corporate bonds in that currency, government bond rates
must be used. The amendment has had no impact on the Group
as the Group’s post-employment benefit obligation for its defined
benefit plan was assessed based on the currency in which the
obligation is denominated and government bond rates were used.

The adoption of the new and revised standards has had no
significant financial effect on these financial statements.

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL

REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial
statements.

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions?

Amendments to HKFRS 4 Applying HKFRS 9 Financial
Instruments with HKFRS 4

Insurance Contracts?

HKFRS 9

Financial Instruments?

Amendments to HKFRS 10
and HKAS 28 (2011)

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*
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31 March 2017

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

HKFRS 15

Amendments to HKFRS 15

HKFRS 16

Amendments to HKAS 7

Amendments to HKAS 12

Amendments to HKAS 40

HK (IFRIC) Interpretation 22

Annual Improvements
2014-2016 Cycle

Annual Improvements
2014-2016 Cycle

Revenue from Contracts with
Customers?

Clarifications to HKFRS 15
Revenue from Contracts with

Customers?

Leases®

Disclosure Initiative!

Recognition of Deferred Tax
Assets for Unrealised Losses!

Transfers of Investment
Property?

Foreign Currency Transactions
and Advance Consideration?

Amendments to HKFRS 12
Disclosure of Interests in
Other Entities!

Amendments to a number of
HKFRSs?
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REPORTING STANDARDS (continued)

1 Effective for annual periods beginning on or after 1 January 2017

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

3 Effective for annual periods beginning on or after 1 January 2019

4 No mandatory effective date yet determined but available for adoption

HKFRS 15 establishes a new five-step model to account for
revenue arising from contracts with customers. Under HKFRS
15, revenue is recognized at an amount that reflects the
consideration to which an entity expects to be entitled in exchange
for transferring goods or services to a customer. The principles
in HKFRS 15 provide a more structured approach for measuring
and recognising revenue. The standard also introduces extensive
qualitative and quantitative disclosure requirements, including
disaggregation of total revenue, information about performance
obligations, changes in contract asset and liability account
balances between periods and key judgements and estimates.
The standard will supersede all current revenue recognition
requirements under HKFRSs. In June 2016, the HKICPA issued
amendments to HKFRS 15 to address the implementation issues
on identifying performance obligations, application guidance on
principal versus agent and licences of intellectual property, and
transition. The amendments are also intended to help ensure a
more consistent application when entities adopt HKFRS 15 and
decrease the cost and complexity of applying the standard. The
Group expects to adopt HKFRS 15 on 1 April 2018 and is currently
assessing the impact of HKFRS 15 upon adoption.
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REPORTING STANDARDS (continued)

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease, HK(SIC)-Int 15
Operating Leases - Incentives and HK(SIC)-Int 27 Evaluating
the Substance of Transactions Involving the Legal Form of a
Lease. The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases and
requires lessees to recognize assets and liabilities for most
leases. The standard includes two recognition exemptions for
lessees - leases of low-value assets and short-term leases. At
the commencement date of a lease, a lessee will recognize a
liability to make lease payments (i.e. the lease liability) and an
asset representing the right to use the underlying asset during
the lease term (i.e. the right-of-use asset). The right-of-use asset
is subsequently measured at cost less accumulated depreciation
and any impairment losses unless the right-of-use asset meets the
definition of investment property in HKAS 40. The lease liability is
subsequently increased to reflect the interest on the lease liability
and reduced for the lease payments. Lessees will be required to
separately recognize the interest expense on the lease liability
and the depreciation expense on the right-of-use asset. Lessees
will also be required to remeasure the lease liability upon the
occurrence of certain events, such as change in the lease term
and change in future lease payments resulting from a change
in an index or rate used to determine those payments. Lessees
will generally recognize the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset. Lessor
accounting under HKFRS 16 is substantially unchanged from the
accounting under HKAS 17. Lessors will continue to classify all
leases using the same classification principle as in HKAS 17 and
distinguish between operating leases and finance leases. The
Group expects to adopt HKFRS 16 on 1 April 2019 and is currently
assessing the impact of HKFRS 16 upon adoption.

The Group is in the process of making an assessment of the
impact of these new and revised HKFRSs upon initial application,
but is not yet in a position to state whether these new and
revised HKFRSs would have a significant impact on its financial
performance and financial position.
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Notes to Financial Statements

31 March 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments in associates and joint ventures

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting rights
and over which it is in a position to exercise 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 type of joint arrangement whereby the parties
that have joint control of the arrangement have rights to the net
assets of the joint venture. Joint control is the contractually agreed
sharing of control of an arrangement, which exists only when
decisions about the relevant activities require the unanimous
consent of the parties sharing control.

The Group’s investments in associates and joint ventures are
stated in the consolidated statement of financial position at
the Group’s share of net assets under the equity method of
accounting, less any impairment losses.

Adjustments are made to bring into line any dissimilar accounting
policies that may exist. The Group’s share of the post-acquisition
results and other comprehensive income of associates and joint
ventures is included in the consolidated income statement and
consolidated statement of comprehensive income, respectively.
In addition, when there has been a change recognized directly in
the equity of the associate or joint venture, the Group recognizes
its share of any changes, when applicable, in the consolidated
statement of changes in equity. Unrealized gains and losses
resulting from transactions between the Group and its associates
or joint ventures are eliminated to the extent of the Group’s
investments in the associates or joint ventures, except where
unrealized losses provide evidence of an impairment of the assets
transferred. Goodwill arising from the acquisition of associates or
joint ventures is included as part of the Group’s investments in
associates or joint ventures.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and joint ventures (continued)

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured.
Instead, the investment continues to be accounted for under the
equity method. In all other cases, upon loss of significant influence
over the associate or joint control over the joint venture, the Group
measures and recognizes any retained investment at its fair value.
Any difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control
and the fair value of the retained investment and proceeds from
disposal is recognized in the income statement.

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed 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. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree
that are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at fair
value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as
incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.
This includes the separation of embedded derivatives in host
contracts of the acquiree.
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Notes to Financial Statements

31 March 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations and goodwill (continued)

If the business combination is achieved in stages, the previously
held equity interest is remeasured at its acquisition date fair
value and any resulting gain or loss is recognized in the income
statement.

Any contingent consideration to be transferred by the acquirer
is recognized at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at
fair value with changes in fair value recognized in the income
statement. Contingent consideration that is classified as equity is
not remeasured and subsequent settlement is accounted for within
equity.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognized
for non-controlling interests and any fair value of the Group’s
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognized
in the income statement as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 March. For
the purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of
the Group’s cash-generating units that are expected to benefit
from the synergy of the combination, irrespective of whether other
assets or liabilities of the Group are assigned to those units or
groups of units.

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which
the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognized. An impairment
loss recognized for goodwill is not reversed in a subsequent period.
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(continued)

Business combinations and goodwill (continued)

Where goodwill has been allocated to a cash-generating unit (or
group of cash-generating units) and part of the operation within
that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation
when determining the gain or loss on the disposal. Goodwill
disposed of in these circumstances is measured based on the
relative values of the operation disposed of and the portion of the
cash-generating unit retained.

Fair value measurement

The Group measures its investment properties at the end of each
reporting period. 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. The
fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market
for the asset or liability. The principal or the most advantageous
market must be accessible by the Group. The fair value of an
asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming
that market participants act in their economic best interest.

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

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.
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(continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or

disclosed in the financial statements are categorized within the fair

value hierarchy, described as follows, based on the lowest level

input that is significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either directly or
indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognized in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorization (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
deferred tax assets, financial assets and investment properties),
the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs of disposal, and
is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the
asset belongs.
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(continued)

Impairment of non-financial assets (continued)

An impairment loss is recognized only if the carrying amount of an
asset exceeds its recoverable amount. 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. An impairment loss is charged to the income statement
in the period in which it arises in those expense categories
consistent with the function of the impaired asset. An impairment
loss is charged to the income statement in the period in which it
arises, unless the asset is carried at a revalued amount, in which
case the impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognized
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognized impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortization) had
no impairment loss been recognized for the asset in prior years.
A reversal of such an impairment loss is credited to the income
statement in the period in which it arises.

Related parties

A party is considered to be related to the Group if:

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

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

(ii) has significant influence over the Group; or

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

CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017 91



A %5 3R R MY =E

—ZT—+F=A=+—H

3. FEEHHRERBEE)

BEALT(E)
%
(b) Z—FBEER  mMEE TAEA—E
&
(i) ZERHAASEBR —SB 2K
I=/NCT
(i) ZERASERNBERRLE
ErE(S—ERBZEAA
WEBAFIKRRNEAR)
(i) ZERBLAEEHY AR —F=H
ZHEERE

(v ZEBARE=ZTERZAZD
: Z

(V) ZEEB/RAEHEN —REAKH
BRIE 2 BRERNREHNMmER
R BERIR AR FIEH B -

(vi) EZT‘ET %EE a)IEFfrE%w”a'J/\i¢ il sk
(vii) (@) ()T B A T ¥ E

frt:::]
=
FTEYABZER(HREE
BRAE)EBEBRAR &

B

Z i

knl@

ﬁﬁﬁﬁ%%@ﬂ’ﬂfﬂﬁﬁ
/\E\Hlﬁ%

92 BIEEEBMROF 2017 FR

Notes to Financial Statements

31 March 2017

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Related parties (continued)

or

(b) the party is an entity where any of the following conditions
applies:

(i) the entity and the Group are members of the same group;

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

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

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

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

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

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

(viii)the entity, or any member of a group of which it is a

part, provides key management personnel services to the
Group or to the parent of the Group.
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(continued)

Property, plant and equipment and depreciation

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

The cost of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended use.
Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance,
is normally charged to the income statement in the period in
which it is incurred. In situations where the recognition criteria
are satisfied, the expenditure for a major inspection is capitalized
in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognizes such parts as
individual assets with specific useful lives and depreciates them
accordingly.

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Buildings in Hong Kong - Over the lease terms

Buildings outside Hong Kong - 15 to 60 years

Plant, machinery, furniture and - 2 to 15 years

other equipment

Freehold land is not depreciated.
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Notes to Financial Statements

31 March 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment and depreciation (continued)

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

Residual values, useful lives and the depreciation method are
reviewed, and adjusted if appropriate, at least at each financial
year end.

An item of property, plant and equipment including any significant
part initially recognized is derecognized upon disposal or when no
future economic benefits are expected from its use or disposal.
Any gain or loss on disposal or retirement recognized in the income
statement in the year the asset is derecognized is the difference
between the net sale proceeds and the carrying amount of the
relevant asset.

Construction in progress represents plant under construction,
which is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction
during the period of construction. Construction in progress is
reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.

Investment properties

Investment properties are interests in land and buildings
(including the leasehold interest under an operating lease for
a property which would otherwise meet the definition of an
investment property) held to earn rental income and/or for capital
appreciation, rather than for use in the production or supply of
goods or services or for administrative purposes; or for sale in
the ordinary course of business. Such properties are measured
initially at cost, including transaction costs. Subsequent to initial
recognition, investment properties are stated at fair value, which
reflects market conditions at the end of the reporting period.

Gains or losses arising from changes in the fair values of
investment properties are included in the income statement in the
year in which they arise.
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(continued)

Investment properties (continued)

Any gains or losses on the retirement or disposal of an investment
property are recognized in the income statement in the year of the
retirement or disposal.

For a transfer from investment properties to owner-occupied
properties, the deemed cost of a property for subsequent
accounting is its fair value at the date of change in use. If a
property occupied by the Group as an owner-occupied property
becomes an investment property, the Group accounts for such
property in accordance with the policy stated under “Property,
plant and equipment and depreciation” up to the date of change in
use, and any difference at that date between the carrying amount
and the fair value of the property is accounted for as movements in
the asset revaluation reserve.

Research and development costs

All research costs are charged to the income statement as
incurred.

Expenditure incurred on projects to develop new products is
capitalized and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does
not meet these criteria is expensed when incurred.
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Notes to Financial Statements

31 March 2017

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss, loans and receivables,
and available-for-sale financial investments, or as derivatives
designated as hedging instruments in an effective hedge, as
appropriate. When financial assets are recognized initially, they are
measured at fair value plus transaction costs that are attributable
to the acquisition of the financial assets, except in the case of
financial assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are
recognized on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured
at amortized cost using the effective interest rate method less any
allowance for impairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition and includes
fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortization and the loss arising from
impairment are recognized in the income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset have
an impact on the estimated future cash flows of the financial asset
or the group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that a debtor or
a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganization and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.

Financial assets carried at amortized cost

For financial assets carried at amortized cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Group determines
that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognized are not
included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit
losses that have not yet been incurred). The present value of the
estimated future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate
computed at initial recognition).
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Notes to Financial Statements

31 March 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of financial assets (continued)

Financial assets carried at amortized cost (continued)

The carrying amount of the asset is reduced through the use
of an allowance account and the loss is recognized in the
income statement. Interest income continues to be accrued on
the reduced carrying amount using the rate of interest used to
discount the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realized or
has been transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment
loss is increased or reduced by adjusting the allowance account. If
a write-off is later recovered, the recovery is credited to the income
statement.

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried at
fair value because its fair value cannot be reliably measured, the
amount of the loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future
cash flows discounted at the current market rate of return for a
similar financial asset. Impairment losses on these assets are not
reversed.
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(continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognized
(i.e., removed from the Group’s consolidated statement of financial
position) when:

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

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

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement, it
evaluates if and to what extent it has retained the risk and rewards
of ownership of the asset. When it has neither transferred nor
retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognize
the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognizes an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that
the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration
that the Group could be required to repay.
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(continued)
A= R Financial liabilities
IR TR R AT E Initial recognition and measurement
SR B ERVIEHERDIE A F IBIERER Financial liabilities are classified, at initial recognition, as financial
NEEVEZ2HBE  BERNEREE liabilities at fair value through profit or loss, loans and borrowings,
ERBRE R IEAE D TAMNITAET A or as derivatives designated as hedging instruments in an effective
(RIBRME) ° hedge, as appropriate.
FFESRBEVIRIEATEER  WEE All financial liabilities are recognized initially at fair value and,
ZRES - BB EEREG RS - in the case of loans and borrowings, net of directly attributable

transaction costs.

AEBZzcREBEBRRENE S REERE The Group’s financial liabilities include trade and bills payables,
oo REMEMERNESEERNNSR financial liabilities included in other payables and accruals and
BENARETERITER interest-bearing bank borrowings.

#iEE Subsequent measurement

SRBEZERETERBESEET % The subsequent measurement of financial liabilities depends on
EemBEZoENT their classification as follows:

B R EM Loans and borrowings

RUEHERE (B ERRERABUE After initial recognition, interest-bearing loans and borrowings
R RIS R AN EHE - HITE & are subsequently measured at amortized cost, using the effective
B NBBRERI - REZIER T BIARK K interest rate method unless the effect of discounting would be
HIBE immaterial, in which case they are stated at cost.

IR B EREERASIZ B R A REITH# Gains and losses are recognized in the income statement when the
HIEFR - HIEmdEREZERNER liabilities are derecognized as well as through the effective interest

rate amortization process.

B IE 18 MRS A BT AR Z (T iT E sos Amortized cost is calculated by taking into account any discount or
BREE  UREBERFEAR S S premium on acquisition and fees or costs that are an integral part
DZEBREKA - BEEREFZEHENRE of the effective interest rate. The effective interest rate amortization
ATER o is included in the income statement.
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Notes to Financial Statements

31 March 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial liabilities (continued)

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse the
holder for a loss it incurs because the specified debtor fails to
make a payment when due in accordance with the terms of a debt
instrument. A financial guarantee contract is recognized initially
as a liability at its fair value, adjusted for transaction costs that are
directly attributable to the issuance of the guarantee. Subsequent
to initial recognition, the Group measures the financial guarantee
contract at the higher of (i) the amount of the best estimate of the
expenditure required to settle the present obligation at the end of
the reporting period; and (ii) the amount initially recognized less,
when appropriate, cumulative amortization.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between
the respective carrying amounts is recognized in the income
statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there is
a currently enforceable legal right to offset the recognized amounts
and there is an intention to settle on a net basis, or to realize the
assets and settle the liabilities simultaneously.
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Notes to Financial Statements

31 March 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Inventories

Inventories are stated at the lower of cost and net realizable value.
Cost is determined on the weighted average basis and, in the case
of work in progress and finished goods, comprises direct materials,
direct labour and an appropriate proportion of overheads. Net
realizable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand, bank balances and
bank deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part of the
Group’s cash management.

For the purpose of the consolidated statement of financial position,
cash and bank balances comprise cash on hand, bank balances
and bank deposits, which are not restricted as to use.

Provisions

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

When the effect of discounting is material, the amount recognized
for a provision is the present value at the end of the reporting
period of the future expenditures expected to be required to
settle the obligation. The increase in the discounted present value
amount arising from the passage of time is included in finance
costs in the income statement.
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(continued)

Provisions (continued)

Provisions for product warranties granted by the Group on
certain products are recognized based on sales volume and past
experience of the level of repairs and returns, discounted to their
present values as appropriate.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognized outside the income statement is
recognized in other comprehensive income or directly in equity.

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

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

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

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

e in respect of taxable temporary differences associated with
investments in subsidiaries and associates, when the timing
of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.
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(continued)

Income tax (continued)

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

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

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

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

CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017



Notes to Financial Statements

31 March 2017

B %55 3k 5= Y =

—ZT—+tF=A=+—H

3. FESHBERBEH) 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

FRiS®i(4&)

X SRFEEECHEAEEERAE I
NRERRE BEREMIAREERLE
MHIHE (R BOR) REE -

EEMBEEEEHR AR BERAIAERTT
BMIBEENRITREAREAR BIARTTER
BN - AMFERIETR IR TRE T [F — R
AR RE—BHEE BT - A EH
I e

B B 3K

BFHBR IR A BT eREZER
B R A MBS R RZ A ERHE
R BERMBRERX AR AR - #E
TRZRE FR A B EL R A (B O AN ST B A R
NEER RN - EBIFS R —THEE -
ARFESFARTRAR  AREBE
EZERERFHNSFOSFREREN
/\ig °

B

ZHEEBERAT 2017 FiR

(continued)

Income tax (continued)

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

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Government grants

Government grants are recognized at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognized as income on a systematic
basis over the periods that the costs, which it is intended to
compensate, are expensed. Where the grant relates to an asset,
the fair value is credited to a deferred income account and is
released to the income statement over the expected useful life of
the relevant asset by equal annual instalments.
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Notes to Financial Statements

31 March 2017

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition

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

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

(b) service fee income, when the services have been rendered;

(c) interest income, on an accrual basis using the effective
interest rate method by applying the rate that discounts the
estimated future cash receipts over the expected life of the
financial instrument to the net carrying amount of the financial
asset;

(d) dividend income, when the shareholder’s right to receive
payment has been established;

(e) rental income, on a time proportion basis over the lease terms;
and

(f) finance lease interest income, on an accrual basis using
the effective interest rate method by applying the rate that
discounts the estimated future cash receipts over the expected
life of the net investment of the finance lease or a shorter
period, when appropriate, to the net carrying amount of the
net investment of the finance lease.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalized at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect the
purchase and financing. Assets held under capitalized finance
leases, including prepaid land lease payments under finance
leases, are included in property, plant and equipment, and
depreciated over the shorter of the lease terms and the estimated
useful lives of the assets. The finance costs of such leases are
charged to the income statement so as to provide a constant
periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated
over their estimated useful lives.

When the Group is a lessor under finance leases, an amount
representing the minimum lease payment receivables and initial
direct costs is included in the statement of financial position as
finance lease receivables. The difference between the sum of
the minimum lease payment receivables, initial direct costs and
their present value is recognized as unearned finance income.
Unearned finance income is recognized over the period of the
lease using the effective interest rate method.

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessor, assets leased by the Group
under operating leases are included in non-current assets, and
rentals receivable under the operating leases are credited to the
income statement on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under operating
leases are charged to the income statement on the straight-line
basis over the lease terms.

Prepaid land lease payments under operating leases are initially

stated at cost and subsequently recognized on the straight-line
basis over the lease terms.
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(continued)
BERA Borrowing costs
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Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get ready for their
intended use or sale, are capitalized as part of the cost of those
assets. The capitalization of such borrowing costs ceases when
the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs capitalized. All other borrowing
costs are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that an entity
incurs in connection with the borrowing of funds.

Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional currency. Each entity in the
Group determines its own functional currency and items included
in the financial statements of each entity are measured using
that functional currency. Foreign currency transactions recorded
by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of
the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency
rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary items
are recognized in the income statement. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are translated using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the
date when the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value is treated
in line with the recognition of the gain or loss on change in fair
value of the item (i.e., translation differences on the item whose
fair value gain or loss is recognized in other comprehensive income
or income statement is also recognized in other comprehensive
income or income statement, respectively).
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(continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries and
associates are currencies other than the Hong Kong dollar. As at
the end of the reporting period, the assets and liabilities of these
entities are translated into Hong Kong dollars at the exchange
rates prevailing at the end of the reporting period and their income
statements are translated into Hong Kong dollars at the weighted
average exchange rates for the year. The resulting exchange
differences are recognized in other comprehensive income and
accumulated in the exchange fluctuation reserve. On disposal of a
foreign operation, the component of other comprehensive income
relating to that particular foreign operation is recognized in the
income statement.

For the purpose of the consolidated statement of cash flows, the
cash flows of overseas subsidiaries are translated into Hong Kong
dollars at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into Hong Kong dollars at
the weighted average exchange rates for the year.

Employee benefits

(a) Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for those employees who are eligible to participate
in the MPF Scheme. Contributions are made based on a
certain percentage of the employees’ basic salaries and are
charged to the income statement as they become payable in
accordance with the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from those of the Group
in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.
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(continued)
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Employee benefits (continued)

(a) Bk at8I(4E) (a) Pension schemes (continued)
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Prior to the MPF Scheme becoming effective, the Group
operated a defined contribution retirement benefits scheme
(the “DCRB Scheme”) for those employees who were eligible
and had elected to participate in the DCRB Scheme. The
DCRB Scheme operates in a similar way to the MPF Scheme,
except that when an employee leaves the Group prior to his/
her interest in the DCRB Scheme vesting fully, the ongoing
contributions payable by the Group would be reduced by the
relevant amount of the forfeited employer contributions.

The employees of the Group’s subsidiaries in Mainland China
are required to participate in a central pension scheme (the
“Central Scheme”) which is operated by the local municipal
government. The contributions payable by these subsidiaries
to the Central Scheme, which are based on a certain
percentage of the salaries of their employees, are charged to
the income statement as they become payable in accordance
with the rules of the Central Scheme.

As required by the Taiwanese Labour Standard Law, the
Group’s subsidiaries in Taiwan operate a funded defined
benefits pension scheme (the “Old Scheme”) and make
monthly contributions to the retirement fund to meet
employees’ retirement and termination benefits entitlements.
The fund is administered by the Employees’ Retirement
Fund Committee (the “Committee”) and is deposited
under the Committee’s name with a government approved
financial institution, which acts as the trustee. The cost of
providing pensions benefits under the defined benefit plan is
determined using the projected unit credit actuarial valuation
method.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3. XEETHEBEH)

BEBA(E)

Employee benefits (continued)

(a) Bikzat8I(4E) (a) Pension schemes (continued)
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Remeasurements arising from the Old Scheme, comprising
actuarial gains and losses, the effect of the asset ceiling
(excluding amounts included in net interest on the net defined
benefit liability) and the return on plan assets (excluding
amounts included in net interest on the net defined benefit
liability), are recognized immediately in the consolidated
statement of financial position with a corresponding debit or
credit to retained profits through other comprehensive income
in the period in which they occur. Remeasurements are not
reclassified to the income statement in subsequent periods.

Past service costs are recognized in the income statement at
the earlier of:

e the date of the plan amendment or curtailment; and

e the date that the Group recognizes restructuring-related
costs

Net interest is calculated by applying the discount rate to the
net defined benefit liability or asset. The Group recognizes
the following changes in the net defined benefit obligation
under “cost of sales”, “selling and distribution expenses”
and “administrative expenses” in the consolidated income
statement.

e Service costs comprising current service costs, past-
service costs, gains and losses on curtailments and non-

routine settlements

e Net interest expense or income
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Notes to Financial Statements

31 March 2017

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

Employee benefits (continued)

(a)

(b)

Pension schemes (continued)

In 2005, the Taiwan government amended the related pension
scheme regulations by adding a new contributory pension
scheme (the “New Scheme”) in the Labour Pension Act, which
became effective on 1 July 2005. According to the amended
retirement regulations, the employees could choose to either
select the New Scheme or to stay with the Old Scheme
whatever they want. The obligation of the Group’s subsidiaries
in Taiwan to those employees selecting the New Scheme is to
contribute the required portion of the monthly compensation
to the government designated account since the election,
while the Group’s subsidiaries in Taiwan are still liable under
the Old Scheme for the portion pertaining to the service years
prior to 1 July 2005.

Share-based payment transactions

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions is recognized in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance
and/or service conditions are fulfilled. The cumulative expense
recognized for equity-settled transactions at the end of each
reporting period until the vesting date reflects the extent
to which the vesting period has expired and the Group’s
best estimate of the number of equity instruments that will
ultimately vest. The charge or credit to the income statement
for a period represents the movement in the cumulative
expense recognized as at the beginning and end of that
period.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3. XEETHEBEH)

BEBA(E)

Employee benefits (continued)

(b) BERREN IR ()

(b) Share-based payment transactions (continued)
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Service and non-market performance conditions are not
taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being
met is assessed as part of the Group’s best estimate of the
number of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date fair
value. Any other conditions attached to an award, but without
an associated service requirement, are considered to be non-
vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing of
an award unless there are also service and/or performance
conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognized. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognized as if the terms had not
been modified, if the original terms of the award are met. In
addition, an expense is recognized for any modification that
increases the total fair value of the share-based payment
transaction, or is otherwise beneficial to the employee as
measured at the date of modification.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continued)

3. FEEHHRERBEE)

EEER(E)

Employee benefits (continued)

(b) Share-based payment transactions (continued)
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Where an equity-settled award is cancelled, it is treated as
if it had vested on the date of cancellation, and any expense
not yet recognized for the award is recognized immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled
award, and is designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as
if they were a modification of the original award, as described
in the previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.
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Notes to Financial Statements

31 March 2017

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

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

Judgements

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

(a) Impairment of assets

In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the Group
has to exercise judgement in the area of asset impairment,
particularly in assessing: (1) whether an event has occurred
that may affect the asset value or such event affecting the
asset value has not been in existence; (2) whether the carrying
value of an asset can be supported by the net present value
of future cash flows which are estimated based upon the
continued use of the asset or derecognition; and (3) the
appropriate key assumptions to be applied in preparing cash
flow projections including whether these cash flow projections
are discounted using an appropriate rate. Changing the
assumptions selected by management to determine the level
of impairment, including the discount rates or the growth rate
assumptions in the cash flow projections, could materially
affect the net present value used in the impairment test.
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4. ERGTHE R (E) 4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND

ESTIMATES (continued)

Y (42) Judgements (continued)

(b) 7RAREEEZ T (b) Withholding taxes arising from the distributions of dividends
AREBERTEAERESHABREE The Group's determination as to whether to accrue for
ERERE THERARMDIRZRES withholding taxes arising from the distributions of dividends
RHEF - JIRS AR EREmEDR from certain subsidiaries according to the relevant tax
HE o NEERE  MARAERZ jurisdictions is subject to judgement on the timing of the
RIGHEFTED K - BIHATIENE payment of the dividend. The Group considered that if the
o profits will not be distributed in the foreseeable future, then no

withholding taxes should be provided.

(c) BEWEFEAYELE S (c) Classification between investment properties and owner-
occupied properties

NEFEET —EBEMERTHTLSIEED The Group determines whether a property qualifies as an
LR - WO H T VE I 2B ) A investment property, and has developed criteria in making
Al - 1B HEEARIES HERFA that judgement. Investment property is a property held to
Bk MEFRSMIFENDE - Bt earn rentals or for capital appreciation or both. Therefore,
REBEE—EBYEEANES RS the Group considers whether a property generates cash flows
ELAERARE EBIYRNAEHEFAEN largely independently of the other assets held by the Group.
HEE - —LWERH 2 AN Some properties comprise a portion that is held to earn rentals
SRERFEMEFE MR K05 or for capital appreciation and another portion that is held
AR AEESIREE MR HITEA for use in the production or supply of goods or services or
BMEA - WzEHoasEEEs for administrative purposes. If these portions could be sold
BEREEESHALE - AIAERY separately or leased out separately under a finance lease, the
ZEE D BAUIER - WzER D Tae Group accounts for the portions separately. If the portions
SEHE - AIREALEAERARNEENIE could not be sold separately, the property is an investment
HE A RBRITEAEmMFERZ property only if an insignificant portion is held for use in the
DTERANEBRT  ZWEFBEKRE production or supply of goods or services or for administrative
Y o HERYSEEYEMEL - N purposes. Judgement is made on an individual property basis
BERERE LN EBABYE to determine whether ancillary services are so significant that
TREEREMENEE - a property does not qualify as an investment property.
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Notes to Financial Statements

31 March 2017

4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements (continued)

(d) Classification between finance leases and operating leases

Leases are required to be classified as either finance leases

(which transfer substantially all the risks and rewards of

ownership, and give rise to asset and liability recognition by

the lessee and a receivable by the lessor) and operating leases

(which result in expense recognition by the lessee, with the

asset remaining recognized by the lessor).

Situations that would normally lead to a lease being classified

as a finance lease include the following:

the lease transfers ownership of the asset to the lessee by
the end of the lease term;

the lessee has the option to purchase the asset at a price
which is expected to be sufficiently lower than the fair
value at the date the option becomes exercisable and, at
the inception of the lease, it is reasonably certain that the
option will be exercised;

the lease term is for the major part of the economic life of
the asset, even if title is not transferred;

at the inception of the lease, the present value of the
minimum lease payments amounts to at least substantially
all of the fair value of the leased asset; or

the leased assets are of a specialized nature such that
only the lessee can use them without major modifications
being made.
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Notes to Financial Statements

31 March 2017

4. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty

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

(a) Impairment of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating unit and also to choose suitable discount rate
and growth rate in order to calculate the present value of those
cash flows. The carrying amount of goodwill as at 31 March
2017 was HK$94,923,000 (2016: HK$94,923,000). More
details of the impairment assessment are given in note 17.

(b) Estimation regarding inventory provision

Management of the Group reviews the inventory ageing
analysis on a periodic basis for those aged inventories. This
involves comparison of the carrying value of the aged inventory
items with the respective net realizable value. In addition,
management of the Group considers various factors, including
historical sales patterns, post year-end sales and selling prices
of inventories, market demand, technological changes and
the Group’s future plan of usage or sale to ascertain whether
impairment is required to be made in the financial statements
for any obsolete and slow-moving items. Physical counts on
all inventories are carried out on a periodic basis in order to
determine whether any provision is required to be made in
respect of any obsolete and defective inventories identified.
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ESTIMATES (continued)

Estimation uncertainty (continued)

(c) Estimation regarding impairment of trade and bills receivables
and finance lease receivables

In determining whether impairment of trade and bills
receivables and finance lease receivables is required,
the Group takes into consideration the ageing status, the
likelihood of collection, historical collection patterns, existence
of any disputes, trading history with each customer and other
available information concerning the creditworthiness of
customers. Following the identification of objective evidence
for potential impairment of debts, the responsible personnel
will discuss with the relevant customers and report to
management on the recoverability. Impairment allowance is
only made for those impaired receivables that are unlikely to
be collected.

5. OPERATING SEGMENT INFORMATION

The Group is principally involved in the manufacture and sale of
plastic injection moulding machines and related products. For
management purposes, the Group is organized into business units
based on the geographical location of customers and has three
reportable operating segments as follows:

(i) Mainland China and Hong Kong;

(ii) Taiwan; and

(iii) Other overseas countries.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss) before tax. The
adjusted profit/(loss) before tax is measured consistently with
the Group’s profit/(loss) before tax except that interest income,
unallocated income and gains, finance costs, share of profits less
losses of associates and corporate and unallocated expenses are
excluded from such measurement.
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5. BEHER(E) 5. OPERATING SEGMENT INFORMATION (continued)
DEEEMNBGRBE AR 2IEE  EEFR Segment assets exclude investments in associates, deferred tax
EEENBES RIRTEFE(EHRITER assets and cash and bank balances except pledged bank deposits.
BRON) o DEPBEKRTERITER & Segment liabilities exclude interest-bearing bank borrowings, tax
B REERIEEE - payable and deferred tax liabilities.
AIREKLLE D 2B REEREE - There are no significant sales between the reportable operating
segments.
TREVWEEZE—+FER T NF= The following tables present revenue, results, certain assets,
A=+—HLEFEAEELEDE 2K liabilities and expenditure information for the Group’s operating
SEE ATEE BELAXIER - segments for the years ended 31 March 2017 and 2016.
REIEFH
7B
Segment revenue DEBHELE
from external customers Segment results
(BT T) (HK$'000) 2017 2016 2017 2016
IRk R &/®E  Mainland China and Hong Kong 1,016,325 802,437 80,874 (120,359)
B& Taiwan 101,161 102,913 4,440 5,577
H g NE R Other overseas countries 333,391 342,592 11,414 (9,443)
1,450,877 1,247,942 96,728 (124,225)
REDHRER Reconciliation of results of
BRBLAIER, operating segments to
(E548) e profit/(loss) before tax is
mE as follows:
LD AR LR Operating segment results 96,728 (124,225)
REE D WA R M= Unallocated income and gains 12,406 17,059
ERRES S Corporate and unallocated expenses (32,097) (31,974)
BB RN Finance costs (1,385) (3,266)
JEAG B N ) Share of profits less losses of
S AR e 18 associates 3,107 2,239
BRELADE A (E518)  Profit/(loss) before tax 78,759 (140,167)
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Notes to Financial Statements

31 March 2017

5. OPERATING SEGMENT INFORMATION (continued)

PWEE PWEE
Segment assets Segment liabilities
(BB For) (HK$°000) 2017 2016 2017 2016
B K K B Mainland China and Hong Kong 2,032,133 2,002,226 469,278 364,113
=0 Taiwan 118,533 124,805 35,038 29,943
HAFINE R Other overseas countries 251,025 260,575 68,086 65,253
2,401,691 2,387,606 572,402 459,309
RELE N T ZXE  Investments in associates 25,922 36,574 - -
KD EE Unallocated assets 887,472 882,991 - -
KEHBERE Unallocated liabilities - - 140,159 165,791
3,315,085 3,307,171 712,561 625,100
EthaiEs
Other segment information
BERRERNR/(BR)
EhERS HEBEETE
FEREH %t/ (BA) Impairment losses ERRx
Depreciation and Other non-cash charged/(written-back) in the Capital
amortization expenses/(income) income statement, net expenditure
(E8TT) (HKS'000) 2017 2016 2017 2016 2017 216 2017 2016
PEREREE Mainland China and Hong Kong 50,877 60,514 (5,889) (3,409) 9,198 74,667 9,030 29320
L Taiwan 1,246 1,442 35 6 (592) 240 749 267
EtBINER Other overseas countries 1,980 2433 (54) (16) (388) 3,735 692 330
54,103 64,389 (5,908) (3419) 8,218 78,642 10,471 29917
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5. OPERATING SEGMENT INFORMATION (continued)

kRBEE
Non-current assets
(B¥For) (HK$°000) 2017 2016
B K BE R BB Mainland China and Hong Kong 989,472 1,092,666
& Taiwan 90,933 87,191
H /B IMNEIZR Other overseas countries 357 500
1,080,762 1,180,357

Bz RS EEERVREEMEI R
IREEHREEER SR T AFE -

TREFZENR

BE_T—tRh-_F—RF=ZA=1+—H
HEFE  BE-HINEPZRFHWEILE
HAEEBER S 2B 2 TR L -

6. Wi

Wette FRZHERRFE - BERE
BN MAEREERRENIRS °
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The non-current asset information above is based on the locations
of the assets and excludes deferred tax assets and financial
instruments.

Information about major customers

For the years ended 31 March 2017 and 2016, no revenue from
transactions with a single external customer amounted to 10% or
more of the Group’s total revenue.

6. REVENUE

Revenue represents the net invoiced value of goods sold during the
year, after allowances for returns and trade discounts, excluding
intra-group transactions.
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7. BRBADER,(BE)

AEBEZBRBINEFN(BER)EME/

Notes to Financial Statements

31 March 2017

7. PROFIT/(LOSS) BEFORE TAX

The Group’s profit/(loss) before tax is arrived at after charging/

GYSESIE (crediting):
(E¥Fr) (HK$°000) Hi7# Notes 2017 2016
EHFEKAE Cost of inventories sold 1,071,246 1,006,118
e Depreciation 14 52,708 62,915
B HEER Amortization of prepaid land lease
a3 payments 16 1,395 1,474
HEME - BERH Loss on disposal of items of property,
2B plant and equipment* 1,128 44
ME - BEKEE Write-off of items of property, plant and
iz equipment® 14 251 175
HE—MB AT ZEE*  Loss on deregistration of a subsidiary*** - 8
KEHET 2 &K Minimum lease payments under
HESH operating leases 5,399 7,534
MERREER " Research and development costs*** 38,785 41,628
IR AR B R > x> Government grants*/**** (6,514) (4,496)
ZEEE & Auditor's remuneration 2,227 2,033
BTRAZ N (EEMe Employee benefit expenses (excluding
Broh—H15£9) directors' emoluments — note 9):
TEREM Wages and salaries 214,127 208,508
RIS IR Pension scheme contributions
(EBEHHEE) (defined contribution scheme) 20,701 23,899
RIS EIRAR Pension scheme costs
(EEERETEE) (defined benefit scheme) 28 603 829
JEWE 5 R EHBIRR Impairment/(write-back of impairment) of
ME ORfERE ) F5E*+*  trade and bills receivables, net*** 20 (6,865) 36,762
FEREFE Provision for inventories, net** 13,967 22,414
FEN R EEEEZMME **  Impairment of finance lease receivables*** 22 602 -
HEWETREZE***  Impairment of other receivables, net*** 21 514 15,008
ME - BEKEE Impairment of items of property, plant and
A equipment*** 14 - 2,433
B HEER Impairment of prepaid land lease
TE payments*** 16 - 2,025
B 5 2= SRR Foreign exchange differences, net*** 42,809 66,219
WEMEZ N FERM* Fair value gains on investment properties* 15 (7,086) (600)
BRMELHES Gross rental income on owner-occupied
WA 4BE* properties* (1,764) (2,036)
o EBERYE Less: Direct operating expenses
BEHeEEZ (including repairs and
BRELERYT maintenance) arising from
(BIEH#ER rental-earning
REEH) owner-occupied properties 81 88
BAMEZES Net rental income on
WA SF5E owner-occupied properties (1,683) (1,948)

ZHEEBERAT 2017 FiR
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—E—+F=A=1+—H 31 March 2017
7. BRBAER(EE) (&) 7. PROFIT/(LOSS) BEFORE TAX (continued)

AEBEZBRHEIVERN,(BR) B0k
(FTA) ISR : ()

The Group’s profit/(loss) before tax is arrived at after charging/
(crediting): (continued)

(E¥Fr) (HK$°000) #1i# Notes 2017 2016
WEMELZHE Gross rental income on
WA BE" investment properties* (21,429) (12,548)
W RIREYE Less: Direct operating expenses
WOEEEEY (including repairs and
BELERY maintenance)
(RIEHEBERREER) arising from rental-earning
investment properties 1,200 703
REMEZ RS WA FEE Net rental income on investment properties (20,229) (11,845)
A B AF Interest income* (10,677) (16,756)
BEHENEWAS Finance lease interest income* (1,729) (303)
=ik A E BB Write-off of aged liabilities* (201) (3,046)

* ZERACEERGEMRERZ [HEMK
AR EFERIA

* ZBAERERGANRERZ [#HEKA]
A o

o ZERBCDEERGAMRERZ [HBE
B HFEIA -

oo R 2 A R B R R R T O O B if W B &
RIRFHEB) - WRI BB - i %5 S
SEARER Z G BEEHEEEE
B Z AL TR - Rk RER A E MBI
N o et 3 HLUS B B9 BT 4 B P U BC 0 AR B
SRR B ST A R A R R E TR - Bl
EA M BAAER TS [ H bR R
LEFFaEIIIR -

*

These items are included in “Other income and gains, net” on the face
of the consolidated income statement.

** This item is included in “Cost of sales” on the face of the consolidated
income statement.

*** These items are included in “Other operating expenses, net” on the
face of the consolidated income statement.

****Various government grants have been received mainly for setting up
research activities in Mainland China. Conditions or contingencies
relating to these grants are fulfilled and they are not deducted
from the related costs which they are intended to compensate, but
recorded in other income. Government grants received for which
related expenditure has not yet been incurred or to which there were
unfulfilled conditions are included in “Other payables and accruals”on
the face of the consolidated statement of financial position.

8. BB 8. FINANCE COSTS
CEBTFoT) (HK$°000) 2017 2016
IRITE A B Interest on bank loans 1,385 3,266
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9. EEFHM

RE L RRIREE R B GHIFE383(1)
(@)~ (b) » I EMOEAR DB (HEES
M ERDRPIFE20 8 - FRESH M

Notes to Financial Statements

31 March 2017

9. DIRECTORS’ EMOLUMENTS

Directors’ emoluments for the year, disclosed pursuant to the
Listing Rules, section 383(1)(a), (b), (c) and (f) of the Hong Kong
Companies Ordinance and Part 2 of the Companies (Disclosure of

3N Information about Benefits of Directors) Regulation, are as follows:
(B For) (HK$’000) 2017 2016
e Fees:
HWITES Executive directors _ _
BYENITES Independent non-executive directors 880 880
E b Other emoluments:
Ha o EBK Salaries, allowances and
B = benefits in kind 11,039 11,060
FIREMRFEAT Performance related bonuses 625 66
RIREEHEIH K Pension scheme contributions 72 72
12,616 12,078

(a) BAFHITES

FR - XN FBIFATEENHE

(a) Independent non-executive directors

The fees paid to independent non-executive directors during

AR the year were as follows:

(BE¥ToT) (HK$'000) 2017 2016

PREE A& Mr. Johnson Chin Kwang TAN 215 215

Anish LALVANISE4  Mr. Anish LALVANI 230 230

PR AT BIST A Mr. Bernard Charnwut CHAN 215 215

FFERAE Mr. Michael Tze Hau LEE 220 220
880 880

FR - WEEMBFIS N FIBLIEH
TEE(ZE—RF: &)

ZHEEBERAT 2017 FiR

There were no other emoluments payable to the independent
non-executive directors during the year (2016: Nil).
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—Z—+F=H=+—H 31 March 2017
9. ESFM(£E) 9. DIRECTORS’ EMOLUMENTS (continued)
(b) BITESE (b) Executive directors
2017
¢
EREK
BRI E 3] Eiké
Salaries, A RELEH
allowances Performance Pension st
#%£ and benefits related scheme Total
(BETFT) (HK$'000) Fees in kind bonuses contributions emoluments
BEELT Dr. Chen CHIANG - 4,041 236 - 4,277
BBRLT Ms. Lai Yuen CHIANG - 2,481 145 18 2,644
BEBLE Mr. Chi Kin CHIANG - 1,849 89 18 1,956
EMREE Mr. Stephen Hau Leung CHUNG - 1,534 89 18 1,641
REELL Mr. Sam Hon Wah NG - 1,134 66 18 1,218
- 11,039 625 72 11,736
2016
R
ERR
BYFI& E3) EBiKe
Salaries, A HELSH
allowances Performance Pension 3 P
#£ and benefits related scheme Total
(BT ) (HK$'000) Fees in kind bonuses contributions emoluments
BEEL Dr. Chen CHIANG - 4,041 - - 4,041
BBt Ms. Lai Yuen CHIANG - 2,481 - 18 2,499
BEBEE Mr. Chi Kin CHIANG - 1,870 - 18 1,888
ERRTE Mr. Stephen Hau Leung CHUNG - 1,534 38 18 1,590
REESLE Mr. Sam Hon Wah NG - 1,134 28 18 1,180
- 11,060 66 72 11,198
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—E—+F=A=+—H 31 March 2017

9. EEFME) 9. DIRECTORS’ EMOLUMENTS (continued)

(b) BMTEE(#)

(b) Executive directors (continued)

HITESFMSBEDT

The emoluments of the executive directors fell within the
following bands:

EEAY

Number of directors

(BB ) (HKS) 2017 2016
1,000,001 - 1,500,000 1

1,500,001 - 2,000,000 2 2
2,000,001 - 2,500,000 -

2,500,001 - 3,000,000 -

4,000,001 - 4,500,000 1

5 5

ER—TT)/\FK 2B
2 EWMTEFERREERRE -
BEE LT REBI AL TR E AT
30% @ BEBLE BHREERR
B RBEARTM20% - 25 S
“EENF+_A—HRBE® HEE
AEEEBHERNTESTRREE
WAL - BR2IREERE B#
BREMEETER MAEEZE
BNBNIBE  MERTEZRES
YRR ERF IR E R A10% - WA
—E-TFE-A—BBRER - BT
EERREER  RITEFZELREH
M EEERERGHEMEZRE
IR e

FR - AEEYEGTEFTHFHAR
FEHETMAREESERMAREE
2 ¥REN - SkBERAA(E -

ZHEEBERAT 2017 FiR

Due to the adverse effects of the global financial tsunami in
late 2008, the executive directors had voluntarily agreed to
effect a temporary reduction of 30% of basic remuneration
in the cases of Dr. Chen CHIANG and Ms. Lai Yuen CHIANG
and 20% of basic remuneration in the cases of Mr. Chi
Kin CHIANG, Mr. Stephen Hau Leung CHUNG and Mr.
Sam Hon Wah NG, all with effect from 1 December 2008
until the business of the Group recovers and when the
executive directors consider appropriate. In view of the fact
that the global economy started and continued to recover
from the financial tsunami and the business operation of
the Group had become stable, all the executive directors
had agreed to change the rate of temporary reduction of
their basic remuneration to 10% with effect from 1 March
2010. The basic remuneration of the executive directors
would be resumed to the original levels as contained in their
service agreements when the executive directors consider
appropriate.

During the year, no emoluments were paid by the Group to the

directors as an inducement to join, or upon joining the Group,
or as compensation for loss of office.
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1.5 EREMEZ2EE 10.FIVE HIGHEST PAID EMPLOYEES
TR A ESZEMEe2REBERS The five highest paid employees during the year included five
(ZE—RF:AR)EF ' A&7 (2016: five) directors, details of whose emoluments are set out in
REF TSR FHIFEQ o note 9 to the financial statements.

11.FrBBi % 11.INCOME TAX EXPENSE
REBFABBEREB Z G ERE S Hong Kong profits tax has been provided at the rate of 16.5%
F - BB BFEHIZ1I6.5%(ZF—X (2016: 16.5%) on the estimated assessable profits arising in Hong
F:165% ) MEEHEE - Hiin @ Kong during the year. Taxes on profits assessable elsewhere have
7 5% M B TE Bl 4R 7K 2 [E 4R L 2 TS P IR [ been calculated at the rates of tax prevailing in the countries/
X/RERE 2 BITRERE - jurisdictions in which the Group operates.
(BMFor) (HK$°000) 2017 2016
BNEY - Current:
KEEZH Charge for the year

BB Hong Kong 1 5

Hihih = Elsewhere 25,200 8,823
BEEEDRRE Underprovision/(overprovision)

(ZRBE) in prior years (63) 668
TEIE(H17229) Deferred (note 29) 2,268 24,575
NEEBIESZ B Tax charge for the year 27,406 34,071
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11.Fr8R (& 11.INCOME TAX EXPENSE (continued)

FERBANRF (BB LEARAR R &
ﬁW%ﬂﬂﬁﬁE%/ﬁiﬂ%EZiﬁiﬁ
KAE(HERI2%E25%) 2B H
REBEMEFEZHESE(Ee)2

A reconciliation of the tax expense/(credit) applicable to profit/
(loss) before tax at the statutory rates, ranging from 12% to 25%,
for the countries/jurisdictions in which the Company and its
subsidiaries are domiciled to the tax expense at the effective tax

£
FEITE -

rates is as follows:

(BT or) (HK$°000) 2017 2016
BB A ), (E51E) Profit/(loss) before tax 78,759 (140,167)
IREFEMRTE 218 Tax at the statutory tax rates 30,890 (26,774)
ER& 1 b 77 1 1% Tax concessions/lower tax rates for

ZREER, RER R specific provinces and local authorities (11,708) 1,416
Bt N B FEAE 55 M R 18 Profits and losses attributable to associates (777) (560)
TR F 2 2 H Expenses not deductible for tax 22,191 37,864

BESNTIE 2 WA Income not subject to tax (15,288) (5,249)
BTBRCEREER Y Reassessment of temporary differences previously

ESSiE R recognized - 21,521
AER 2 ANFEEHIAEIE Tax losses for the year not recognized 4,842 5,765
FRARERAZBEFE Unrecognized tax losses from

FIEE 1B prior years utilized (3,893) (1,315)
BEFEANETIE 2 R Adjustments in respect of current tax of prior years (63) 668
REEZWBRRDE Effect of withholding tax on distributable profits of

FBEEEMER 22 the subsidiaries of the Group 1,212 735
BASEEEBRHREAE Tax charge at the Group’s effective

I tax rates 27,406 34,071

ZHEEBERAT 2017 FiR
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12.RE 12.DIVIDENDS
(GBEFT) (HK$'000) 2017 2016
FABNEE - Dividends paid during the year:

HE2—_ZT—X&=A
=t+—BUFBEEZ
RH— TR S EA

Final in respect of the financial year
ended 31 March 2016 — HK$0.006
(year ended 31 March 2015: HK$0.006)

7B #0.0067T per ordinary share
(Bz=—T—AfF
=A=+t—HILtFE:
7#0.0067T) 3,783 3,783
BE_Z—RF=A1 Special final in respect of the financial year
=t+—BHUEMBFEZ ended 31 March 2016 — HK$0.032
BRIRE — RS AR (year ended 31 March 2015: HK$0.032)
BE£0.0327T per ordinary share
(Bz==—Z2—aF
—A=+—HILFE:
75 #0.0327T) 20,177 20,177
FH - G AR Interim — HK$0.014 (2016: HK$0.012)
BE0.0147T per ordinary share
—ZE-REF
B#0.01270) 8,827 7,566
32,787 31,526
ERAHARERIRBARE Proposed final and special final dividends:
KE— R E @A Final — HK$0.026 (2016: HK$0.006)
BE£0.0267T per ordinary share
—T—RF 1 B¥0.0067T) 16,394 3,783
BRIRE — SR B Special final — HK$0.032 (2016: HK$0.032)
BE£0.0327T per ordinary share
—T—RF : B¥0.0327T) 20,177 20,177
36,571 23,960
REEEH 2 R RERIRENR B ALK The proposed final and special final dividends for the year are
NE AR EEIT 7 IR EFE NS A& subject to the approval of the Company’s shareholders at the
BHAESR o 2S5 5K I oK [ b FE forthcoming annual general meeting. These financial statements

RERASRIRBE.
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do not reflect the final and special dividends payable.
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IB.ARAEBZEFEAEESRKREAERFR, 13.EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO EQUITY

(E58) HOLDERS OF THE COMPANY

BREKXEN,(BFEE) VREEANK The calculation of the basic earnings/(loss) per share is based on
NEERFA AFEL AN &£ E i F 5 the Group’s profit attributable to equity holders of the Company
51,485,000 ( ZF —NF : FEEBE for the year of HK$51,485,000 (2016: loss of HK$173,087,000)
173,087,00070) M FRNEBETEBR 2 and on the weighted average number of ordinary shares of
DT 5 %630,531,60008 ( —F— /<4 ¢ 630,531,600 (2016: 630,531,600) in issue during the year.

630,531,6000% ) sTEFi15 -

HRAEEREHE T —+tFR T No adjustment has been made to the basic earnings/(loss) per
F=ZA=+—HLEFRTEEITEMEL share presented for the years ended 31 March 2017 and 2016
BEEmlt MR ZEFABERTES as the Group had no potentially dilutive ordinary shares in issue
WERERRBT,(EE)EITHAE - during these years.
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14.903% - BERRE 14. PROPERTY, PLANT AND EQUIPMENT

—E—+F=H=+—H 31 March 2017

KAERELH BE -
kEF R e B
HERTF REMRE
Freehold Plant,
land and machinery,
buildings, EEIR furniture
and leasehold Construction and other Mt
(BEETT) (HK$°000) buildings  in progress  equipment Total
R_T—R"¥=A=t—H At 31 March 2016
B Cost 781,358 20,828 1,004,373 1,806,559
25 E Accumulated depreciation
FORE and impairment (287,137) - (802,807)  (1,089,944)
REFE Net carrying amount 494,221 20,828 201,566 716,615
RZE—R"ENA—A - At 1 April 2016, net of
BB EFNE accumulated depreciation
KoRf@E and impairment 494 221 20,828 201,566 716,615
NE Additions 1,403 2,774 6,058 10,235
HE Disposals - - (1,672) (1,672)
B Write-offs - (124) (127) (251)
R Transfers 161 (10,140) 9,979 -
NEETERE Depreciation provided during the year (22,038) - (30,670) (52,708)
P H 32 Exchange realignment (18,398) (1,590) (11,975) (31,963)
RZE—+F=F=+—H" At 31 March 2017, net of
BB EFE accumulated depreciation
NMRE and impairment 455,349 11,748 173,159 640,256
R_E—+H=A=+—H At 31 March 2017
BN Cost 751,078 11,748 941,139 1,703,965
ZiE Accumulated depreciation
XORE and impairment (295,729) - (767,980)  (1,063,709)
REFE Net carrying amount 455,349 11,748 173,159 640,256
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—ET—+F=A=+—H 31 March 2017
14. 9% - BMERRZREHE) 14.PROPERTY, PLANT AND EQUIPMENT (continued)
—E-RF=HA=+—H 31 March 2016
KAERELH BE -
kEF R e &
HERTF REMmRE
Freehold Plant,
land and machinery,
buildings, EEIR furniture
and leasehold Construction and other st
(EBTFr) (HK$'000) buildings  in progress  equipment Total
R-Z-hFMA—R At 1 April 2015
D% Cost 963,952 15769 1,043,507 2,023,228
ZEHITE Accumulated depreciation
JSEREL and impairment (272,314) - (802,689)  (1,075,003)
REFE Net carrying amount 691,638 15,769 240,818 948,225
R-Z—RFMA—AB At 1 April 2015, net of
BB EFTE accumulated depreciation
KRE and impairment 691,638 15,769 240,818 948,225
NE Additions 9,118 13,409 7,390 29,917
HE Disposals - - (74) (74)
T Write-offs - - (175) (175)
B Transfers 4,084 (7,483) 3,399 -
EREREYE Transfer to investment properties (152,805) - - (152,805)
REEHERE Depreciation provided during the year (25,908) - (37,007) (62,915)
HEEE(HZ7) Impairment losses (note 7) (933) - (1,500) (2,433)
BEE 3% Exchange realignment (30,973) (867) (11,285) (43,125)

RZZE—X"FE=A=+—H" At 31 March 2016, net of

BEMBRETINE accumulated depreciation
FRE and impairment 494 221 20,828 201,566 716,615

RZE-X"E=A=+—H At 31 March 2016

R Cost 781,358 20,828 1,004,373 1,806,559
RitHE Accumulated depreciation
FomE and impairment (287,137) - (802,807)  (1,089,944)
RESE Net carrying amount 494 221 20,828 201,566 716,615
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14.9% - BERRMEE 14. PROPERTY, PLANT AND EQUIPMENT (continued)

BHE-_ZT—ANEZA=+—HBILEE
W AEEzETHEEFEREZRE
ME(TEBRERENME]) -2EHER
FREBZREMECZARAERFRRE
EREBEGHEE ERAFERTABE
246,476,000 7T (FIsE15) « BB RFH
BERGEMARBERITHERADAEM
B o RE EHEZ ST R RBE
92,378,000 T (KK ZEREREREY
ZHMEEEN I AERZEEESE
1,293,000t (MsE16) 1% ) - ERIEREZ
EIE T B B &8 % 23,094,000 7T 2 5F A
Hih2milias o (AE2E— BRI
B IS RFRMIZELS -

During the year ended 31 March 2016, certain of the Group’s
leasehold buildings were transferred to investment properties
(the “Transfer to Investment Properties”). Those leasehold
buildings were revalued individually at the dates of the Transfer
to Investment Properties by DTZ Cushman & Wakefield Limited,
an independent firm of professionally qualified valuers, at an
aggregate fair value of HK$246,476,000 (note 15) based on their
existing use. A total revaluation surplus of HK$92,378,000, after
taking into account the carrying value of the respective prepaid
land lease payments at the dates of the Transfer to Investment
Properties of HK$1,293,000 (note 16), resulting from the above
valuation had been credited to other comprehensive income,
together with the related deferred tax liability of HK$23,094,000.
Further details of the valuation were set out in note 15 to the
financial statements.

15. &Y 15.INVESTMENT PROPERTIES

(BHFor) (HK$°000) 2017 2016
REYHREE Carrying amount at beginning of year 292,224 49,238
NE Additions 236 -
HERSREYE The Transfer to Investment Properties - 246,476
R mRER 2 A FE Fair value changes recognized in the

B (Ht7) income statement (note 7) 7,086 600
PE 5, = Exchange realignment (17,946) (4,090)
R=A=1+—HHEMEAE Carrying amount at 31 March 281,600 292,224
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15. REWHE(E) 15.INVESTMENT PROPERTIES (continued)

AEBREMERESEME ML 5
BRI AR RBARERN TEME -
BRTASEMNREME ZEREREME
ZEMEGHFBEHINGBERENELL
SN REBREVERBBEIREEER
HEMARBERITERQBMEME -
MR-+ F=fA=+—BH2EHEBES
75 281,600,000 L (Z T — < F : B
292,224,0007t) - AXBEREGFE
AEZEINBEEMBEASEEYEZHN
HEE  BEZEEREMISNH - B
2 BVHEARELIREEEZE K
SEERESF AN FEMBHREET
HERRGAERSREESRE (G ERE

TTafam °

WEMEDRBREERNEETE=F -
ERAME 2 E—PHBENRMBEHREMME
34(a) °

AEBEREMEZE - FFBHNF 184
B

<

ZHEEBERAT 2017 FiR

The investment properties of the Group were determined as
industrial properties in Mainland China, based on the nature,
characteristics and risks of each property. Apart from the
revaluation of the Group’s investment properties during the dates
of the Transfer to Investment Properties as detailed in note 14 to
the financial statements, the investment properties of the Group
were revalued on 31 March 2017 based on valuations performed
by DTZ Cushman & Wakefield Limited, an independent firm
of professionally qualified valuers, at HK$281,600,000 (2016:
HK$292,224,000). Each year, the Group’s management decides
to appoint which external valuer to be responsible for the external
valuations of the Group’s properties. Selection criteria include
market knowledge, reputation, independence and whether
professional standards are maintained. The Group’s management
has discussions with the valuer on the valuation assumptions and
valuation results once a year when the valuation is performed for
annual financial reporting.

The investment properties are leased to third parties under
operating leases, further summary details of which are included in

note 34(a) to the financial statements.

Further particulars of the Group’s investment properties are
included on page 184.
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DNFEER

Notes to Financial Statements

31 March 2017

15.INVESTMENT PROPERTIES (continued)

TRIINTAFEERENEZ AV EFE

Fair value hierarchy

The following table illustrates the fair value measurement hierarchy

g4 : of the Group’s investment properties:
RZZ—-tE=A=+—-H
WATEHRRA
Fair value measurement
as at 31 March 2017 using
REEME EATBE EBEAFTER
ZHRE BABE BABE
(8—FE) (85=8) (B=8)
Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs @t
(BETFT) (HK$°000) (Level 1) (Level 2) (Level 3) Total
IATIER Z & Recurring fair value
NFERE measurement for:
TEME Industrial properties - - 281,600 281,600
RZZ-XE=ZA=1+—-H
WATEHBRA
Fair value measurement
as at 31 March 2016 using
REEME EATBRE EBEAFTER
ZHRE BABE BABE
(B—FE) (E5=8) (=)
Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs @it
(BF) (HK$'000) (Level 1) (Level 2) (Level 3) Total
ATIEE 2 &5 Recurring fair value
NFERE measurement for:
TEME Industrial properties - - 292,224 292,224

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers into
or out of Level 3 (2016: Nil).

FRF-EBRAF_EZBALEEERTF
EfEEE TREEF-ESALEN
—E-REE)-
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—FT—+F=A=+—H 31 March 2017
15. 18 &YX (&) 15.INVESTMENT PROPERTIES (continued)
ATLEEBH(E) Fair value hierarchy (continued)
UTNAEREMELEMRGHEENELTE Below is a summary of the valuation techniques used and the key
BABEIBE inputs to the valuation of investment properties:
BERATAHE
A RIE
HETT % Significant IEF9E
Valuation unobservable Weighted average
techniques inputs 2017 2016
T "EFE FHES(FA) #%2,084,000r B2 220,0007T
Industrial properties Investment method Term rent HK$2,084,000 HK$2,220,000

(per month)

FHY R X 7 7
Term yield (%)

EREES(FRH) HB%1,847,000T A¥1,908,0007T
Reversionary rent HK$1,847,000 HK$1,908,000
(per month)

EEWEE 7 7
Reversionary yield (%)

AEEBTITEMEZAFEDNFEREES The fair value of the Group’s industrial properties is determined
% IRBMELHMNESWA - Wt Rk using the investment method, by capitalizing the rental income
MR EEBEELERL - AFEFEHR derived from the existing tenancy with due allowance for the
FTHHS M ERHS 2 FABBEENARE reversionary potential of the property. The fair value measurement
FHWRENERKWEZXE2AHEE@AE - is positively correlated to the term rent and reversionary rent and

negatively correlated to the term yield and reversionary yield.
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A %5 3R R MY =E
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16. AL HE K 16.PREPAID LAND LEASE PAYMENTS

(GBEFT) (HK$°000) 2017 2016
REYMEREE Carrying amount at beginning of year 40,473 46,909
HBEEREYENTI4) Transfer to Investment Properties (note 14) - (1,293)
N EEE Amortized during the year (1,395) (1,474)
Sy EE-Eill G Impairment losses charged to the

BIEBERE7) income statement (note 7) - (2,025)
PE 5, 3 = Exchange realignment (1,713) (1,644)
R=ZA=+—HB®OEHEE Carrying amount at 31 March 37,365 40,473
mENE S BIEE Current portion included in

Ale - FAMFIEK deposits, prepayments and

Hh U ER TR (Bt 21) other receivables (note 21) (1,354) (1,430)
e BN Non-current portion 36,011 39,043

17. 58 17.GOODWILL

(EBFT) (HK$'000) 2017 2016
GRS Goodwill 94,923 94,923
RZZE—RAFEOA—H Cost and carrying amount

ZHARREREE at 1 April 2015 94 931
HE—WEAT Deregistration of a subsidiary (8)
RZE—XRF=A=+—8" At 31 March 2016,

—E-REONA-BR 1 April 2016 and

—E—+tF=A=+—H 31 March 2017 94,923
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Notes to Financial Statements

31 March 2017

17. 858 (&) 17.GOODWILL (continued)

AERERNE

HEBEHEEZHESETAKERH
EARKMBE(HE])IEREZH B
ETREAR - ZEMBARZAIKE S
BIORBERBEZTEET - sTEME
MRS REFNADFHBIRE RER -
HEAEEFENEZEREEERER
KRIFHEE - BBIRE O GIERR T EF
AFBEFENKRE - RERNEH - R
EREFRAMANITREER/IO% (ZF
=N L 10%) (BEAT) - PAKRBR AR RE T8
REZHERR - AFHERZBASRILE
REIBHEH -

Impairment testing of goodwill

Goodwill acquired through business combinations is allocated to
the Group’s subsidiaries in Shunde, the People’s Republic of China
(the “PRC"), for impairment testing. The recoverable amount of
the subsidiaries has been determined based on a value in use
calculation using cash flow projections based on financial budgets
covering a five-year period. The key assumptions for the value in
use calculation include the expected growth rate and discount
rate. The financial budgets are prepared reflecting current and
prior years' performance and development expectations. The
discount rate applied to the cash flow projections is 10% (2016:
10%) which is before tax and reflects specific risks relating to the
relevant subsidiaries. The cash flows beyond the 5-year period are
extrapolated using a growth rate of 3%.

1. REENT 2 B’E .INVESTMENTS IN ASSOCIATES
(BMTFT) (HK$'000) 2017 2016
(G EEFE Share of net assets 25,922 36,574

ENBMERRZERBEABEZIRE - &
BH - 2ER—MBMR=Z+TRAIZM - 5
- RZZE—tFE=ZA=+—8 B
BNREFEEG,871,000t( —F— X
& . B¥5,258,000L) BERRAEBRNE S K
ZERERA - R BIRERA 2557 -

FrEARS B2 2 R R BN B &
RABIREREZBEEA -

ZHEEBERAT 2017 FiR

The balances due to the associates are trade related, unsecured,
interest-free and normally settled on a term of 30 days.
Accordingly, as at 31 March 2017, the amounts due to associates
of HK$6,871,000 (2016: HK$5,258,000) are included in the
trade and bills payables, as disclosed in note 25 to the financial
statements.

All of the Group’s associates are corporate entities registered in the
PRC and operating in Mainland China.
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18. RBMERNT Z2RE(E)

BE QR ZFAERINT ¢

=L

Name

Notes to Financial Statements

31 March 2017

18.INVESTMENTS IN ASSOCIATES (continued)

Particulars of the associates are as follows:

BWEMER
Paid-up
registered capital

TEEEM
ERADt
Percentage of
ownership interest
attributable

to the Group

FTEEK

Principal activities

81U TH E S E A R A A
Foshan Fu Xiong Foundry Co., Ltd.

FILTIRRE E ERMEERR QA
Foshan Shunde Fu Xiong Machinery
Company, Limited ©®
Bt -
(1) ERRARZEEHBRRIBESLKE
FTRN E AT K B AT RD B IS AT Bl BR A48 4%
HiK B ARFEZ -

(2 FRARA=ZA=+—HARERSEH
ARFEEERAR 2HRE R

(3) EXAEBHEMRER -

ANER B AT — B2 A R AR B A
751#10,929,0007T(ZF—78  |&) °

140 mwEEsRAT 2017 £1

1,520,000%F 7T
US$1,520,000

800,000 7T
US$800,000

Notes:

25

25

BIERIHE
BRR B E o
Manufacture and
sale of iron casting
products

M EE
Dormant

(1) The statutory financial statements of the above companies are not

audited by Ernst & Young, Hong Kong or another member firm of the

Ernst & Young global network.

(2) The above companies use 31 March as their reporting date to conform

with their holding company’s reporting date.

(3) The English company name is translated for identification purposes

only.

The Group received dividend income of HK$10,929,000 (2016:
Nil) from an associate during the year.

CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017



B 75 3R " M =% Notes to Financial Statements

—FT—+F=A=+—H 31 March 2017
18. REENRI 2 RE (&) 18.INVESTMENTS IN ASSOCIATES (continued)
TRYRAE B @RI FEE KA BEE N 7] The following table illustrates the aggregate financial information of
MBS B RN 4RRE the Group’s associates that are not individually material:
(B FT) (HK$°000) 2017 2016
B2 A R FEEFE Share of the associates’ profit for the year 3,107 2,239
hEE AR A2 E Share of the associates’ other comprehensive
*H expenses (2,830) (1,975)
NS FEE ] Share of the associates’ total comprehensive
e income 277 264
REFREENRIRE Aggregate carrying amount of the Group’s
IREEERE investments in the associates 25,922 36,574
19. 78 19.INVENTORIES
(BMFor) (HK$°000) 2017 2016
Bt Raw materials 178,042 189,406
R Work in progress 148,231 187,048
BIRK Finished goods 131,668 124,915
457,941 501,369
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20. BB Z R REBRM

Notes to Financial Statements

31 March 2017

20.TRADE AND BILLS RECEIVABLES

(GBEFT) (HK$°000) 2017 2016
EUE SR Trade receivables 596,767 534,659
B Impairment (89,390) (102,976)
eI E ZIRFUFERE (A (a)) Trade receivables, net (note (a)) 507,377 431,683
FEME IR BR R (3F (b)) Bills receivable (note (b)) 239,442 195,639
JBUNE 5 N RIE IR ARET Total trade and bills receivables 746,819 627,322
oD EAEIEREERE Portion classified as non-current portion (10,346) (13,712)
RENER D Current portion 736,473 613,610

BEFZESHRF—RREERS - RITR
BREARE AKEREBEENEFPZA
XENRGEBRTEPEER  EFEH—
RAE=ZTRE—BN\+X - REBERIEK
RBERZEHHE B R R URRR - BRIE
EEREERE -

EREMBHRASENERES KR
BEFEREDHELARK  HUREE
AHNEFREERR - AEEWERZELE
BEFAEMERE MmN ER 2@ °
B E U 5 B kB 649,264,000 (= F
— N4 B #60,511,0007T) A E F
E6.2%(ZF—RF : 6.0%):TEREE
H—RAET_@AZE_+MEAN  Flg
ZEWE 5 REBREFRILTHFE o

142 mweEmEsRA=T 2017 £1

Trading terms with customers are either cash on delivery, bank
bills or on credit. The Group grants credit to customers based on
their respective business strength and creditability, with credit
periods of 30 days to 180 days in general. The Group adopts strict
control policies over credit terms and receivables that serve to
minimize credit risk.

In view of the aforementioned and the fact that the Group’s
trade and bills receivables relate to a large number of diversified
customers, there is no significant concentration of credit risk. The
Group does not hold any collateral or other credit enhancements
over these balances. Except for the trade receivables of
HK$49,264,000 (2016: HK$60,511,000) which are interest-
bearing at an average interest rate of 6.2% (2016: 6.0%) per
annum and with credit periods of 12 months to 24 months in
general, the remaining trade and bills receivables are non-interest-
bearing.

CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017



B %55 3k 5= Y =

—ZT—+tF=A=+—H

20. EREZ REERR(E)

EWE ZRFREREBEEZHIT ¢

Notes to Financial Statements

31 March 2017

20.TRADE AND BILLS RECEIVABLES (continued)

The movements in impairment allowance for trade receivables are

as follows:

(B FT) (HK$’000) 2017 2016
G At beginning of year 102,976 71,536
BRIk RNBAREREE, Impairment losses charged/(write-back of

(FFABBEEERE) impairment losses credited) to the

FERA(MEET) income statement, net (note 7) (6,865) 36,762
T EEW B A e Amounts written off as uncollectible (2,620) (3,310)
PE 5, =8 Exchange realignment (4,101) (2,012)
MR=HA=+—H At 31 March 89,390 102,976

LW ESERREREPRE
HEEERERKE HBEREERS
DB
90,278,0007T) - BRI < IREBE A
75 186,592,000 L ( ZF —NF . B
99,711,0007T) ° B {E{ERIRE & < FE
WE ZRFH R B A S 2 R & TEH

% 81,785,000 T (=& — N F

RAJrE & Y BRR 2 B P

(a) RMEHRZEWE ZRFIREER
HIMMBR BB E 2RO T ¢

expected to be recovered.

provision, is as follows:

Included in the above impairment allowance for trade receivables
is an allowance for individually impaired trade receivables
of HK$81,785,000 (2016: HK$90,278,000) with a gross
carrying amount before provision of HK$86,592,000 (2016:
HK$99,711,000). The individually impaired trade receivables
relate to customers that were in default or delinquency in interest
or principal payments and only a portion of the receivables is

(a) The aged analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of

(GE#For) (HK$'000) 2017 2016

N+RA Within 90 days 227,792 197,163
nNt+—2—F//N\+X 91 to 180 days 112,937 71,584
—BNA+T—Z=ZBA~THX 181 to 365 days 119,921 119,931

iR —F Over 1 year 46,727 43,005

507,377 431,683
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—E—+F=A=1+—8 31 March 2017
20 ENESZ REBRR(E 20.TRADE AND BILLS RECEIVABLES (continued)
(a) (&) (a) (continued)

K& BR 2 B8 AR B R E R B UL
BHEREINIHAAE 2Rk

The aged analysis of the trade receivables as at the end of the
reporting period, based on the payment due date, that are not

Wanw considered to be impaired is as follows:

(BE¥ToT) (HK$000) 2017 2016

AREIHA (AR B ERSORE) Current (neither past due nor impaired) 276,521 281,438

BmELDR TR Less than 90 days past due 128,905 46,311

BN —ZE2—BANA+X 91 to 180 days past due 47,101 48,820

BEBE—F/N\TX Over 180 days past due 50,043 45 681
502,570 422,250

I R H SORE 2 FEMGR IR B
BEMNRCERZEP °

B 460 BB 3 AR (B < FEUGRIB RIS K
ETEAEEERIRHEENEL
TP ARBELR  ARFEER
R AR EEERTESAEE
ZEERIDER B 2D - B H
AL B ERE R AR -

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

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience, the
directors of the Company are of the opinion that no impairment
allowance is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are still considered fully recoverable.

(b) REEIAR 2 BN EBRRR 2 2B A (b) The maturity dates of the bills receivable as at the end of the

DHAT - reporting period are analyzed as follows:
(BHFoT) (HK$'000) 2017 2016
N+RA Within 90 days 124,416 115,930
At+—Z2—8/N\TX 91 to 180 days 77,771 69,749
—BANtT—ZE=ZAA~TEX 181 to 365 days 37,255 9,960
239,442 195,639
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21.57% - AAREREMEKIRK

21.

Notes to Financial Statements

31 March 2017

DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

(B FT) (HK$°000) 2017 2016
HESEUNESE Deposits and prepayments 20,501 17,749
FERF A ER Prepaid land lease payments,

EVED (AtiF16) current portion (note 16) 1,354 1,430
H b e U BR 3R Other receivables 33,079 36,763
B RE Less: Impairment (17,077) (17,664)
JEUS R IR Tax recoverable 748 2,118

38,605 40,396

His EURSURER EZ BT

The movements in impairment allowance for other receivables are
as follows:

(BE#For) (HK$°000) 2017 2016
REH] At beginning of year 17,664 2,661
BRI E RN Impairment losses charged to the

REEEFE (M E7) income statement, net (note 7) 514 15,008
B 5 S EX Exchange realignment (1,101) (5)
R=A=+—H At 31 March 17,077 17,664

£ Bl B fh fE W BR SROR B BB P B 1
¥ B 1E @B R B E e W AR RS
B 17077000 (Z T —RF | B
17,664,000t ) + HREERI R ERE
BAB®17,077,000L (= —RF 1 B
17,664,0007T) °

B E b JE UK BR FUB 6 17,077,0000 (=&
— N BHE17,664,0000) 50 0 REE
ERERHIRE -  SHPNEREEY
R 31 BR e BA S SR EC 8% 2 FEURBR 3K ©

ZHEEBERAT 2017 FiR

Included in the above impairment allowance for other receivables
is an allowance for individually impaired other receivables
of HK$17,077,000 (2016: HK$17,664,000) with a gross
carrying amount before provision of HK$17,077,000 (2016:
HK$17,664,000).

Except for other receivables of HK$17,077,000 (2016:
HK$17,664,000), none of these assets is either past due or
impaired. The financial assets included in these balances relate to
receivables for which there was no recent history of default.
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—E—+F=A=+—H 31 March 2017

22. B mER SRR 22.FINANCE LEASE RECEIVABLES
AEBMEEETIBHTEF - 25HE The Group leases certain of its injection moulding machines to its
SDEARMEHENEFBHEESRRE AN T customers. These leases are classified as finance leases and have
NEARZ=F(ZF—A%F: AfAAZEM remaining lease terms ranging from 9 months to 3 years (2016:

F) EFRBREMENRGER - KB

- N 5 months to 2 years). The customers shall purchase the leased
BOHE T2 -

injection moulding machines at the end of lease terms of the
finance leases.

(BEFT) (HK$°000) 2017 2016
eI @b & T EBR R Finance lease receivables 46,870 20,161
B Impairment (602) -
Fguﬁzﬁﬁiﬁfﬁfﬁﬁ%ﬁﬁﬁ Finance lease receivables, net 46,268 20,161
HooBERIERBEE Portion classified as non-current portion (9,575) (3,816)
mENER Current portion 36,693 16,345
R-E—+F=F=+—H  RBEMEMR At 31 March 2017, the total future minimum lease receivables
f%E’]ﬂ@KE*fEﬁfﬁfﬁ RBELRFEESEN under finance leases and their present values were as follows:
WEOT
BPEWHERENRE
BYEWHERE Present value of
Minimum lease receivables minimum lease receivables
(EEFr) (HK$°000) 2017 2016 2017 2016
[EMGRIE Amounts receivable:
—FR Within one year 38,516 16,921 36,693 16,345
EoF In the second year 10,092 3,891 9,575 3,816
=P EKFHE Total minimum finance lease
HERTRARE receivables 48,608 20,812 46,268 20,161
REIREBRA Unearned finance income (2,340) (651)
JEUR AT ER TSR ET Total net finance lease receivables 46,268 20,161
B HEAERSDEE Portion classified as current assets (36,693) (16,345)
FERE DD Non-current portion 9,575 3,816
HE_Z—+tF=-A=-+—RHIEFERL No contingent income was recognized during the year ended 31
%X?’F&lﬁ(?\%ﬁﬁ@ (ZE—RF |- March 2017 (2016: Nil).
146 mHEEERAT 2017 £ CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017



B %55 3k 5= Y =

—F—tF=A=+—H

22. EWBEHEERMR (4

FERREMERFURERBESIT

Notes to Financial Statements

31 March 2017

22.FINANCE LEASE RECEIVABLES (continued)

The movements in impairment allowance for finance lease
receivables are as follows:

(EMFor) (HK$’000) 2017 2016
REH] At beginning of year - _
BRIk R IR A Impairment losses charged to the

BEBEBEE(MF7) income statement, net (note 7) 602 -
R=A=+—H At 31 March 602 -

ELimERERFTRERET REY
E{’HBlJi)ﬁfﬁf’%H&fé%ﬂﬁmﬁéﬁ/%ﬁ%
602,0007C(=F —7X4F © &) - HRFEE
Al 2 BRE 4218 &8 1 1,515,000 (= F
—NEFE)  SEERREREBZRE
HERFRS R ESIAE 2R RIBHR
AR E D FEURAR Z B P ©

RBERRZERHLERENRERE
RN B BEAE 2 REDTOT

Included in the above impairment allowance for finance lease
receivables is an allowance for individually impaired receivables
of HK$602,000 (2016: Nil) with a gross carrying amount before
provision of HK$1,515,000 (2016: Nil). The individually impaired
finance lease receivables relate to customers that were in default
or delinquency in interest or principal payments and only a portion
of the receivables is expected to be recovered.

The aged analysis of the finance lease receivables as at the end of
the reporting period, based on the payment due date, that are not
considered to be impaired is as follows:

(B#For) (HK$°000) 2017 2016
RENER (I R 2 HA SRRk 1B ) Current (neither past due nor impaired) 37,169 20,161
‘H DR LR Less than 90 days past due 4,587 -
BENT—Z2—BATX 91 to 180 days past due 2,372 -
mHBA—BaN+TX Over 180 days past due 1,227 -

45,355 20,161

ZHEEBERAT 2017 FiR
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22. B EMEEERNR(E

I R 6 H SR (B 2 8 W SR TRDS e i H 4 2
M RREH TP -

B HE I R E < R MRIR RIS KB T
EAREEA RIFR Hro sk s = TR
BB EP - ERNBERR  ARFAESR
SEABDERE R 2EKE - WEARE
RARSRRE LB E R -

23 . \FRITER

Notes to Financial Statements

31 March 2017

22.FINANCE LEASE RECEIVABLES (continued)

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

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track record
with the Group or supported by guarantees from third parties.
Based on past experience, the directors of the Company are of the
opinion that no impairment allowance is necessary in respect of
these balances as there has not been a significant change in credit
quality and the balances are still considered fully recoverable.

23.PLEDGED BANK DEPOSITS

(EMTFoT) (HK$°000) 2017 2016
BT FER  IEREIL Y Pledged bank deposits, non-current portion 1,693 5,271
IR ITFER  REED Pledged bank deposits, current portion 55,525 49,304

57,218 54,575

EEeERETWEBRARAE 2R
TR HepiE#29,735,0000( =T —<
& B ¥31,458,0007T ) B EERR S
BAERITH TEFPEBEAEERER
MIRFTE R ¢+ A ¥24,348,000L (=&
— N4 1 #119,736,000 7T ) B EE R
BHATHERNRITALES -
EELARNESREEERA : UK
M 3,135000L ( —F — NF B
3,381,0007T) AEER M TR EEY 2
FREERRLK -

5 faras
2%

ERRITERFRR L BT IR 0L
BIEBRIT -
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Balances included pledged bank deposits of certain subsidiaries,
including HK$29,735,000 (2016: HK$31,458,000) for securing
bank loans granted by banks in Mainland China to customers
to purchase the Group’s products, HK$24,348,000 (2016:
HK$19,736,000) for securing the issuance of bank acceptance
notes, included in the trade and bills payables, to suppliers,
and HK$3,135,000 (2016: HK$3,381,000) as a guarantee for
payments of construction costs of industrial buildings.

The pledged bank deposits are deposited with creditworthy banks
with no recent history of default.
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—FT—+F=A=+—H 31 March 2017
24 BERBITHRE 24.CASH AND BANK BALANCES
(BEMTFoT) (HK$°000) 2017 2016
WERIRTTERF Cash and bank balances 730,988 711,050
RIFEFREF IR RE R BAm B Bank deposits with original maturity of
TR=ZMEAZEBEFR less than three months when acquired 38,734 64,885
769,722 775,935
PIE SRR R E W A Bank deposits with original maturity of
BR={EAZEHER more than three months when acquired 82,803 70,874
BN e RIRTTETT Total cash and bank balances 852,525 846,809
Btet - SRITHERARITE BIFFOZ BN R BRER Note: The cash at banks earns interest at floating rates based on daily
FE - BTAEEREMFER  MEL bank deposit rates. The time deposits are made for varying periods
HERERNEA(ZZE—RF I —KRZE of between seven days and six months (2016: one day and six
NER)TEREBRER - AT BF months) depending on the immediate cash requirements of the
RERYLEMRITREFTRERZE Group, and earn interest at the respective time deposit rates or rates
FAaEDLHE 2 FEROF S o RIT4H correlated to a certain percentage of local interbank deposit rate.
TR M3 B2 408k 2 BIE 2R The bank balances are deposited with creditworthy banks with no
17 ° recent history of default.
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25. BNEZ REBERX 25.TRADE AND BILLS PAYABLES
RIEER ZENE 5 N EERIREE The aged analysis of the trade and bills payables as at the end of
BEFTE 2RO ITIAT - the reporting period, based on the invoice date, is as follows:
(EMToT) (HK$°000) 2017 2016
VAR RPN Within 90 days 221,133 145,954
Nt+—=2—dBN\+X 91 to 180 days 61,638 42,045
—BNT—Z=ZBATEX 181 to 365 days 55,812 59,769
BiB—F Over 1 year 18,384 11,255

356,967 259,023

ERESERERRRLTHFER—fK= The trade and bills payables are non-interest-bearing and are
EXNEARNEE - BENESRERERE normally settled on terms of 3 to 6 months. Included in the trade
B 3E FE - B A R IR 56,871,000 and bills payables are trade payables of HK$6,871,000 (2016:
TL(ZZ—/NF | AB%5,258,0000T) © H HK$5,258,000) due to associates which are repayable within 30
NRIERB=TRAZ - days.

150 mgEmaRA=T 2017 £8K CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017



BA 75 3R 3= M & Notes to Financial Statements

—FT—+F=A=+—H 31 March 2017
26. HttER IR R EST B E 26.0THER PAYABLES AND ACCRUALS
(B FT) (HK$°000) 2017 2016
BUEGET & Deposits received 59,846 45,822
FEAaELREMERE Accruals and other liabilities 134,820 134,723
Hib BRI N FEsT B &Mt Total other payables and accruals 194,666 180,545
BB DB EIEREE D Portion classified as non-current portion (3,041) (3,636)
MENER D Current portion 191,625 176,909
RAHMENERREFEBENSREE The financial liabilities included in other payables and accruals are
WHEF B - non-interest-bearing.
27 . 5T EBITER 27.INTEREST-BEARING BANK BORROWINGS
BRRA=
Effective
interest rate E|#
(GEEFT) (HK$'000) (%) Maturity 2017 2016
RITEFEER Bank loans repayable 1.3 2017
—FR - EEE within one year, unsecured (2016: 1.2) (2016: 2016) 73,422 105,253
REE 7 mEIRRITEROE B R 5 The Group’s unsecured bank loans are at floating rates.
é\ o
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28. EHERANEMRE 28.DEFINED BENEFIT OBLIGATIONS

AEBEREZMBARRIETS 1R
HR-_ZTRFLA-HETRKESED
BRI DESEZ B ARER B8R
DEE - RIFEE - BEARESFER
S EHBFERKEN - REFEMTIRR
BFEHETE » &% R4S - HEED5E65
PR BRINEFIRES - IR EFFAREN
BEAMFHAFHTE -

EffgIZRkAEEEARNZERKRERSH
R ZBRAKREBEHZEEER  WNUE
Beraur A —REBRHERERE
AZ RS - ZEERMEARA &
AEENEESBNH ZEQAAMETE
AT BB RS o

ZETEIRAEEAR  RAERBEANS®
gFREE - RATSER R EERBROZ

o

o

iy
iz

I

OB EEENERBMNEERER
BiAE DR EREEERAUZAER
BHEEREEERBRBROHARQFRN
Rt F=Z A=+ —HET - IR
BUEBREMEETH -

RIERRZEBRERRLOT ¢

The Group’s subsidiaries in Taiwan operate the Old Scheme,
covering substantially all of its employees who were recruited
by the Taiwanese subsidiaries before the implementation of
the Labour Act on 1 July 2005. Under the Old Scheme, the
employees are entitled to retirement benefits annually based
on an accumulated base point, which is determined by their
years of service, with a maximum of 45 points multiplied by the
average monthly salary for the final six months of employment on
attainment of a retirement age ranging from 55 to 65.

The Old Scheme requires the Group to make monthly contributions
to the retirement fund. The fund is administered by the Committee
and is deposited under the Committee’s name with a government
approved financial institution, which acts as the trustee. The
assets held by the trustee are separated from those of the
Group. The Committee is responsible for the determination of the
investment strategy of the scheme.

The scheme is exposed to interest rate risk, the risk of changes in
the life expectancy for pensioners, equity market risk and credit
risk.

The most recent actuarial valuations of the plan assets and the
present value of the defined benefit obligations were carried out on
31 March 2017 by Greatfine Wealth Management Consulting Inc.,
a qualified actuary recognized by the Actuarial Institute in Taiwan,
using the projected unit credit actuarial valuation method.

The principal actuarial assumptions used as at the end of the
reporting period are as follows:

2017 2016
IR ES Discount rate 1% 1%
TEEH S IE R X Expected rate of salary increases 1% 1%
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—FT—+F=A=+—H 31 March 2017
28. EFEBAEEE) 28.DEFINED BENEFIT OBLIGATIONS (continued)
BEHEBATEEENTEAS The actuarial valuation showed that the market value of plan
14888000 L (ZZE—XF : BE assets was HK$14,888,000 (2016: HK$13,938,000) and that
13938000c) r B E LB ENBE the actuarial value of these assets represented 42% (2016: 41%)
BELATEAEKHEEIREMENHN of the benefits that had accrued to qualifying employees. The
42% (ZZB—7RFE 1 41%) - BB ABK deficiency of HK$20,769,000 is expected to be cleared over the
20,769,000 7T 3 78 27 72 %l 64 AR 75 B 1 /< remaining service period of 16 years.
FHkR o
TERARERRMEANERBRENTEE A quantitative sensitivity analysis for significant assumptions as at
BRME DT the end of the reporting period is shown below:
2017
TEENER EEEFNERE
#hn,/ #mn,/
(RA) (R2)
Increase/ Increase/
tb =140 (decrease) of b RiF 4 (decrease) of
Increase defined Decrease defined
in rate benefit in rate benefit
(BE#For) (HK$°000) %  obligations % obligations
WX Discount rate 0.5 (1,230) (0.5) 1,354
ARFeEE Future salary increase 0.5 1,348 (0.5) (1,237)
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31 March 2017

28.DEFINED BENEFIT OBLIGATIONS (continued)

2016
EHEEANEE EHEBRANER
#n,/ #,/
(R2) (R4)
Increase/ Increase/
LbR# 0 (decrease) of tb &4 (decrease) of
Increase defined Decrease defined
in rate benefit in rate benefit
(E&Fr) (HK$°000) % obligations % obligations
i =& Discount rate 0.5 (1,181) (0.5) 1,305
AKRFEER Future salary increase 0.5 1,301 (0.5) (1,189)

BRGURMEDHT - DRBERBRRERS
HARRELEAEEHHUTRENE(EN
FENEE - GRS IREEARR
25 REEAAEEMEBRRES TEME
E o BURMED T AIREL MR KR EREBHNE
E2ERES ALK TAAEMLIR
HAib R HBREE -

feir & Mook R AR RO B 81 R e
o

The sensitivity analysis above has been determined based on a
method that extrapolates the impact on defined benefit obligations
as a result of reasonable changes in key assumptions occurring
at the end of the reporting period. The sensitivity analysis is
based on a change in a significant assumption, keeping all
other assumptions constant. The sensitivity analysis may not
be representative of an actual change in the defined benefit
obligations as it is unlikely that changes in assumptions would
occur in isolation of one another.

The total expenses recognized in the consolidated income
statement in respect of the scheme are as follows:

(B¥FT) (HK$°000) 2017 2016
& BA AR A5 AR AN Current service cost 366 461
SN Interest cost 237 368
8 & A Net benefit expenses 603 829
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—ET—+F=A=+—H 31 March 2017
28. EFEBAEEE) 28.DEFINED BENEFIT OBLIGATIONS (continued)
TREEMNETLITEEEN AL E &) The movements in the defined benefit obligations and the fair
AR : value of plan assets are as follows:
2017
HWEBRNBNERAA FARMAERGENETERT /(]
Pension cost charged to the Remeasurement gains(losses)
income statement in other comprehensive income
ARG BB
BREL  BREL
it (N FARM
ELEI L tEYE
itA Actuarial  Actuarial I
BER N changes  changes Subotal
FIEER  Subtotal arising from arising from included

RED  BEAA FE incldedin  AEF  changesin changesin  BBEE inother EIHE EREE

Atbeginning ~ Senvice Netinterest theincome  Benefit demographic  financial  Experience  comprehensive Contribution  Exchange =A=1-R

(B%fr) s of year cost  expense statement paid assumptions assumptions ~ adjustments income by employer ~ realignment At 31 March
FEEHEE  Defined benefitobligatons 33679 36 405 mo 180 3 1,300 1,791 - M B
SEHEENTE  Fairvalue of plan assels (13938) - (8 e 268 - - 16 6 Q57 @4 (148%9)
RilEE Benefit liabiiy 19741 366 %3] 603 - 180 3 1316 1807 (2577) 119 20,769
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—E—+EF=A=1+—8 31 March 2017
28. EFEBAEEE) 28.DEFINED BENEFIT OBLIGATIONS (continued)
2016
REBRARGRAAA FARMAEREHEERA /(B8
Pension cost charged to the Remeasurement gains/(losses)
income statement in other comprehensive income
Anft o R
ERat  ERet
Gt fAEH
BE29 REEE 2EYE
itA Actuarial ~ Actuarial Uk
BEF N changes  changes Subtotal
HEER  Subtotal aising from arising from included

WEY BERAK FE incldedin  REF  changesin changesin  BBER inother  EXHE  ENER

Atbeginning  Senvice Netinterest theincome  Benefit demographic  financial Experience comprehensive Contribution  Exchange ZA=t-8

(#877) (HS009) of year cost  expense  statement paid - assumptions assumptions ~ adjustments income by employer realignment At 31 March
TEEAET  Defined beneft obligations 36,410 41 654 115 (3630) (o) 172 872) 760 - (976) 33679
SEBELTE  Fairvalue of plan assets (15377) - (286) (286) 3630 - - 142 102 (245]) 0 (1393%)
EHAE Beneftiabilty 21033 461 368 89 - 4 17 (730) w4 (56) 19741
AEBFEEELR 2 AFEEXTES S The major categories of the fair value of the total plan assets of the
N Group are as follows:
2017 2016
BEMIRESEEY Cash and cash equivalents 18% 18%
R AR T A Equity instruments 64% 64%
EBEITA Debt instruments 18% 18%
100% 100%
ZNEEFBEAN A B B 2 N E AR T The Group expects to make a contribution of HK$2,604,000
sHEME RS2 604,000 ( ZFE—X (2016: HK$2,446,000) to the defined benefit scheme during the
& B2 446,0007T) ° next financial year.
REPEHKR - TRREMNE T ZEHEER The average duration of the defined benefit obligations at the end
BAeEtE(ZZE—RE . +AHFE) - of the reporting period is 7 years (2016: 15 years).
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Notes to Financial Statements

31 March 2017

29.DEFERRED TAX

year are as follows:

The movements in deferred tax liabilities and assets during the

FiEHREES Deferred tax liabilities
MES M
Revaluation 4% Withholding @t

(BMFr) (HK$'000) of properties  Provisions tax Total
R-_ZE—hFMA—H At 1 April 2015 3,080 (606) 6,407 8,881
REFERRRRNGR 2 Deferred tax charged to the

EEHIEF5E income statement

(BfeE11) during the year, net (note 11) (11) 4,092 596 4,677
REFERZME Deferred tax charged to the

WaERMNk 2 statement of comprehensive

EIEF A income during the year 23,094 - - 23,094
MEARRLNEL Withholding tax on repatriation

M of earnings from subsidiaries - - (6,915) (6,915)
M 5 Exchange realignment (284) 95 (279) (468)
RZE—R"F=A=+—H At 31 March 2016 and

NZE—RXEMNA—H 1 April 2016 25,879 3,581 (191) 29,269
REEREZENR 2 Deferred tax charged to the

BET B F 5 income statement

(Bt5t11) during the year, net (note 11) 1,830 58 1,163 3,051
MEBARAEFE Withholding tax on repatriation

e of earnings from subsidiaries - - (854) (854)
[E 5 2 Exchange realignment (1,591) (88) (118) (1,797)
R_E—+F=ZA=+—H Net deferred tax liabilities

ZHERANGETHRRNE recognized in the consolidated

BLERIEAR statement of financial position

A at 31 March 2017 26,118 3,651 - 29,669
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Notes to Financial Statements

31 March 2017

29.DEFERRED TAX (continued)

BEEHBEEE Deferred tax assets
B
B BiEEE  Withholding P

(BE#For) (HK$°000) Provisions  Tax losses tax Total
R-ZE—RAFWNA—H At 1 April 2015 53,879 5117 - 58,996
REFRKEZ NG 2 Deferred tax charged

BT IR 5 to the income statement

(K1:#11) during the year, net (note 11) (15,975) (3,784) (139) (19,898)
BE H 2K Exchange realignment (2,663) (253) - (2,916)
RZE—R"F=-A=+—H At 31 March 2016 and

R =—E—XFMNA—H 1 April 2016 35,241 1,080 (139) 36,182
AEERRERAS Deferred tax credited/(charged)

(F0Bg) 2 IEREFIIBF 58 to the income statement

(Bfst11) during the year, net (note 11) 1,845 (1,013) (49) 783
Rz Exchange realignment (1,942) (67) 9) (2,018)
R-Z—+F=A=+—H Net deferred tax assets

ZHERNREM RN E recognized in the consolidated

EXEFIBEE statement of financial position at

FE 31 March 2017 35,144 - (197) 34,947

MAEEHREEBEREEABE
289,912,000 ;L ( = & — /X F : H#&
284,646,000 7T ) ~ R R B KB A
75 168,269,000 T ( —F — XN F B
#96,293,0007C ) RIER & & & B K
9,179,0007C( =T — /N4 « ) - A
ISR 2 AR AE 2 FEERUEF o
HARED A RIE SRS EIE B - W&
TE TR i B R B] B R AT N 7R
BER WERZSEHEREREEHE
BE R-_ZT— X NF=-ZA=+—H#%H
%2 FERFREF B A AT B EE RN
B A B 9 R B) A FR TE E5 1875 5 4,319,000
TR EABRELERIBEES - 8
FEAE68,269,000 L ( —ZZE— /K F | B
91,974,0007T) & &#9,179,0007t (=&
—NFE)NBIEBED RS RRIEE
BEABRAFRTFREE - EMEiEn
AR B2 AE ©
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The Group has tax losses arising in Hong Kong, Mainland China
and Taiwan of HK$289,912,000 (2016: HK$284,646,000),
HK$68,269,000 (2016: HK$96,293,000) and HK$9,179,000
(2016: Nil), respectively, that are available for offsetting against
future taxable profits of the companies in which the losses arose.
Deferred tax assets have not been recognized in respect of these
losses as they have arisen in those companies that have been
loss-making for some time and it is not considered probable that
taxable profits will be available against which the tax losses can
be utilized in the foreseeable future, except for tax losses arising
in Mainland China of HK$4,319,000 as at 31 March 2016 to the
extent that it was probable that future taxable profit would be
available against which the unused tax losses could be utilized.
Included in unrecognized tax losses are losses of HK68,269,000
(2016: HK$91,974,000) and HK$9,179,000 (2016: Nil) that will
expire within five years and ten years, respectively, from the date
the losses arose. Other losses can be carried forward indefinitely.
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29 ERERIIE (&) 29.DEFERRED TAX (continued)

RIBHEEMEEUE - NP BEARERIH
SNERERAINEREETIREKE R HE
10%MEH - AE—ET N \F-A—AEE
ML BEBRR—_ZTTLF+_A=T—HRK
FREXEYE A o fidFh B BRSNS % B F FTFE 7]
ERER AT BB R - AIR] BEE A BUE R
HBBBER - AEERFANERRES
5%5%10% °

BEAN - ARBEEMBBRS - AR
RBRE IR 2 B E MR 20% M -
At - NREBARN S ERIIHZE B
DA EE A A A AT B 2 BB B A A
i o

RZZE—+F=ZA=1+—8 ' A&£EH
T A R B K RE B 2 0 B B8 2 B ok Bk R BB
% A B B B R R E B IR - B
ERAZAENEREEZE8EGEYD
75 #5867,929,000 T (= FE—RF B
797,785,0007L) - EERE - ZEH B
RNEl N RAIBERAI AR RS ER ZEZN
F-A—BERIZEN -

R-F—LF=A=+—A  LEARE
SR 2 B ARSI B B 2 TR A 4
7 1) B 14 22 52 40 {8 T R 9 10 4 A 4 O
B A HQB48,332,0007 (=B — <
F : B¥45,555,0007T) °

AR A ERRIKE 2 B EER P
MeZE -

ZHEEBERAT 2017 FiR

Pursuant to the New CIT Law, a 10% withholding tax is levied on
dividends declared to foreign investors from the foreign investment
enterprises established in Mainland China. The requirement was
effective from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be applied if
there is a tax treaty between the PRC and the jurisdiction of the
foreign investors. For the Group, the applicable rates during the
year were 5% or 10%.

In addition, pursuant to Taiwan withholding tax regulations, a 20%
withholding tax is levied on dividends declared to non-resident
shareholders. Therefore, the Group is liable for withholding taxes
on dividends distributed by those subsidiaries established in
Taiwan in respect of earnings generated.

As at 31 March 2017, no deferred tax has been recognized
for withholding taxes that would be payable on the unremitted
earnings of certain of the Group’s subsidiaries established in
Mainland China, of which the aggregate amount of temporary
differences has not been recognized totalled approximately
HK$867,929,000 (2016: HK$797,785,000). In the opinion of the
directors, it is not probable that these subsidiaries will distribute
their earnings accrued after 1 January 2008 in the foreseeable
future.

As at 31 March 2017, the aggregate amount of temporary
differences associated with the investments in subsidiaries
established in Taiwan for which deferred tax liabilities arising from
withholding tax have not been recognized totalled approximately
HK$48,332,000 (2016: HK$45,555,000).

There are no income tax consequences attaching to the payment
of dividends by the Company to its shareholders.
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30. A& 30.SHARE CAPITAL
(EMToT) (HK$°000) 2017 2016
VERE ¢ Authorized:
1,000,000,0000% & 38 i% 1,000,000,000 ordinary shares
FIE®0.107T of HK$0.10 each 100,000 100,000
BETEREHHR Issued and fully paid:
630,531,600R% 630,531,600
(ZZE—7XF : 630,531,6000%) (2016: 630,531,600)
LB A AR EE0.107T ordinary shares of HK$0.10 each 63,053 63,053

31.IB R4 31.SHARE OPTIONS

ARBCEAEERRARBE—_F N
FAAZTMA(THRABEH D RT 2R
EERE L7 BT 8] ([ B IAEsT
gl -

RIBBERENS > ARAESARNBEFE
ER2EAZKANBEREARBARRREH
BT B AR E P PTIZ RR R AR
IR - RIRIE A RT B 2 At
THETRHAARBBEXRBRRAE LR
RZHEM -

BRI ZFIFHIIT

(a) BW

HABMZSEANRKEBEL S
AR B BT T A SR B SR B
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The Company has adopted a share option scheme (the “Share
Option Scheme”) approved by the shareholders at the annual
general meeting of the Company held on 24 September 2014 (the
“Adoption Date”).

Under the Share Option Scheme, the directors of the Company
may, at their discretion, invite any participants to take up options
to subscribe for fully paid ordinary shares in the Company subject
to the terms and conditions stipulated therein. Share options under
the Share Option Scheme do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

The particulars of the Share Option Scheme are as follows:

(a) Purpose

As rewards or incentives for the contribution or potential
contribution to the Group from the eligible participants.
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(iii)
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BRIEAM XM IR M
R HEERESEMER
HEERRZRY

(c) Bn

kRIS 2 A RER

ﬁ:

) EREIRBZE[MES -

RBEREAEME  2EABREH—
u&;u@%ut&ﬂﬁﬂ,AA%
T Z AT A

ZHEEBERAT 2017 FiR

Notes to Financial Statements

31 March 2017

31.SHARE OPTIONS (continued)

(b) Participants

(M)

(ii)

(iii)

(a) any director (whether executive or non-executive,
including any independent non-executive director)
and employee (whether full time or part time) of, or

(b) any individual for the time being seconded to work
for,

any member of the Group or any controlling shareholder
(as defined under the Share Option Scheme) or any
company controlled by a controlling shareholder; or

any holder of any securities issued by any member of
the Group or any controlling shareholder or any company
controlled by a controlling shareholder; or

(a) any business or joint venture partner, franchisee,
contractor or distributor of,

(b) any person or entity that provides research,
development or other technological support or any
advisory, consultancy, professional or other services
in respect of business operations to,

(c) any supplier of goods or services to, or

(d) any customer of goods or services of,

any member of the Group or any controlling shareholder
or a company controlled by a controlling shareholder.

For the purposes of the Share Option Scheme, the participants
shall include any company controlled by one or more persons
belonging to any of the above classes of participants.
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3l.EBREE)

(c)

(d)

(e)

(f)

(g)

AFRITEBRREE LR

RAFHRAH - &% 63,053,160
EBER(BERARRDETRA
10% ) 7] T 31T °

BUSRATERES LR

PR AR I8 BB AR AT 8l 2 IR R R 1T HL B
S ERSEAEEFATZEAR
(BERLBREE A L RIEBERE
FEIRAR QBT E b BB AT &1
RzBEERE(BRDSEE B1TER
R R AT 2 BB A A ) T DATT (5 By P 3%
TREETZEBR ERTIEEBA
NEIEBRITEBRERONL% -

ARBREREZBELER 2R

B LERE L B TFR - AR
REEERNE NPT E R BE S
A o

BREBTEALEAFAEZRENR
(mA)

PR EBRER - AR FEERKIE
THEBEETEINVAERE 2 KEH
R(aA) -

EMBREATSERARZHR

EREBEEEH 2 AE(EEZA)
M+ARANBEIABIEN - N
XENHBRESOR - ARNEK1.00
ﬁ o
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31.SHARE OPTIONS (continued)

(c)

(d)

(e)

(f)

(g)

Maximum number of ordinary shares available for issue

A total of 63,053,160 ordinary shares are available for issue
which represent 10% of the issued share capital of the
Company as at the date of this annual report.

Maximum entitlement of each participant

The maximum number of ordinary shares issued and to be
issued upon exercise of share options granted under the Share
Option Scheme and any other share option schemes of the
Company to any participant (including cancelled, exercised
and outstanding share options), in any 12-month period up to
the date of grant shall not exceed 1% of the ordinary shares in
issue unless otherwise approved in accordance with the terms
of the Share Option Scheme.

Period within which the ordinary shares must be taken up
under a share option

Within ten years from the date of grant of the share option or
such shorter period as the board of directors of the Company
determines at the time of grant.

Minimum period, if any, for which a share option must be
held before it can be exercised

At the time of granting a share option, the board of directors of
the Company will determine the minimum period(s), if any, for
which a share option must be held before it can be exercised.

Amount payable upon acceptance of a share option and the
period within which the payment must be made

An offer for the grant of a share option must be accepted
within forty-five days inclusive of the day on which the offer
was made. The amount payable on acceptance of the offer for
an option is HK$1.00.
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Notes to Financial Statements

31 March 2017

31.SHARE OPTIONS (continued)

(h) Basis of determining the exercise price of a share option

The exercise price per share payable on the exercise of a
share option shall be determined by the board of directors of
the Company and shall be no less than the highest of:

(i) the closing price of the ordinary shares of the Company
as stated in the daily quotation sheet issued by the Stock
Exchange on the date of offer of grant, which must be a
business day;

(ii) the average of the closing prices of the ordinary shares
of the Company as stated in the daily quotation sheets
issued by the Stock Exchange for the five business days
immediately preceding the date of offer of grant; and

(iii) the nominal value of an ordinary share of the Company.

(i) Life of the Share Option Scheme

The Share Option Scheme has a life of ten years commencing
on the Adoption Date.

No share option was granted, exercised, cancelled or lapsed

during the year (2016: Nil). As at 31 March 2017, the Company
had no (2016: Nil) share options outstanding.
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32.1#%%E 32.RESERVES

AEEARERRBEFENHERLED
RUBBENZGAREEDRED 2
5 -

RIFEGERRDE  DEEWBRNARAIA
NEEEWMBR D AR ARER —JDH
BRMEREE—TAREZERFHET -
HEZENREEIZRARER0%E -
ABEF BB ER  MaEAHEINA
BERs N EHE 1R -

REBFEHIEFECERTPINGERE
LR ZED - RRRR AR BEAREZHEQ
AIREBHOBMEENERERB (LR
WRBER 2FER)  EEZRFEBRE
BEER HEMEARS0% °

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity of the financial statements.

In accordance with the Company Law of Taiwan, Asian Plastic
Machinery Company, Limited and Chen Hsong Machinery Taiwan
Company, Limited are required to transfer a portion of their profit
after tax to a capital reserve, which is non-distributable. When the
capital reserve has accumulated to 50% of their capital, up to 50%
of the capital reserve may be capitalized. The capital reserve may
be utilized at any time to offset any deficit.

In accordance with the Law of the PRC on Sole Foreign Investment
Enterprises and Sino-foreign equity joint venture enterprises, the
Company’s Mainland China subsidiaries are required to transfer a
portion of their profit after tax to the statutory reserve fund, which
are restricted as to use, until the accumulated total reaches 50%
of their registered capital.

33.[/AREE 33.CONTINGENT LIABILITIES
RNIBEERR R A R TBRERE 2 KR At the end of the reporting period, contingent liabilities not
BENT : provided for in the financial statements were as follows:
(B#For) (HK$°000) 2017 2016
IREEBITHORER  SAEEE - Guarantees given to banks, at the maximum,
BEERGTEFEEE for bank loans granted to customers to
AEBEERMBITER purchase the Group’s products 30,452 41,775
RIS IRTTRI (R - RS - Guarantee given to a bank, at the maximum,
REERGTER for guarantee provided to a customer 876 -
31,328 41,775
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34. REHNZH 34.0PERATING LEASE ARRANGEMENTS

(@) ERHAEA

(a) As lessor

AREERBEEHOTHRES T
D ERERIEE Y (MR RE N
FE14R15) - MERER T 2 HER
BNTF—FE2HF - BEBFER KN
ZRAMATNRES - WRIEEHR
mGRREAERES -

W-ZE—+HE=ZA=+—H8 A&£H
BIR AT AT 2 TRl BEH & &
BTNz AR & EIHE SRR E
BT

The Group leases certain parts of its owner-occupied
properties and investment properties (notes 14 and 15 to the
financial statements) under operating lease arrangements.
Leases for properties are negotiated for terms ranging from
1 to 5 years. The terms of the leases generally also require
the tenants to pay security deposits and provide for periodic
rent adjustments according to the then prevailing market
conditions.

As at 31 March 2017, the Group had total future minimum
lease receivables under non-cancellable operating leases with
its tenants falling due as follows:

(EMTFoT) (HK$°000) 2017 2016
—F R Within one year 26,135 19,485

F_FEFERF In the second to fifth years,
(BHREEEMS) inclusive 27,537 42,722
53,672 62,207
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4. BREMHNTH(E) 34.0PERATING LEASE ARRANGEMENTS (continued)
(b) EREBEA (b) As lessee
REBRBESHNONTHBEESTY The Group leases certain of its properties, office equipment and
¥ MAERBERAE - WE - WA motor vehicles under operating lease arrangements. Leases for
ERERAEHEEZ T 2HEERR S properties, office equipment and motor vehicles are negotiated
AMNTF—F2RF - AFUR—FF for terms ranging from 1 year to 5 years, for a term of 5 years
=& and for terms ranging from 1 year to 3 years, respectively.
R-ZE—+F=ZA=+—H  ~EE As at 31 March 2017, the Group had total future minimum
BIE T ] RS &2 HAORNHE 2 KR &% lease payments under non-cancellable operating leases falling
DENHEERFTERENT due as follows:
(EMTFoT) (HK$°000) 2017 2016
—F R Within one year 1,390 2,189
FE_FEFRF In the second to fifth years,
(BIEEEME) inclusive 666 971
2,056 3,160
35.7&E 35.COMMITMENTS
B T AT RE34(b) 1R R A4S & TR A FIE 2 In addition to the operating lease commitments detailed in note
N REBRREARNERNALENT © 34(b) above, the Group had the following capital commitments at
the end of the reporting period:
RZE—+F=ZA=+—H  BRAEE As at 31 March 2017, the Group had capital commitments,
R B RRESEE  TEEEY  BEEYE which were contracted but not provided for, in respect of the
R 2 B AFEE LB E836,0007T construction of industrial buildings in Mainland China amounting
(ZZ—XF : #B%2,354,0007T) ° to approximately HK$836,000 (2016: HK$2,354,000).
RZE—EF=ZA=1+—8 ' BREE As at 31 March 2017, the Group had capital commitments, which
RPBREEE 2 WE - BERK were contracted but not provided for, in respect of the purchase
H EENERBEZEREES L of property, plant and equipment in Mainland China amounting to
B #9,511,0007T ( ZFE —RF : B approximately HK$9,511,000 (2016: HK$521,000).
521,0007T ) °
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36.HEALRS

FR - RAMEHRREMM ERRENE
BN REBEREATHEALRS
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31 March 2017

36.RELATED PARTY TRANSACTIONS

In addition to those disclosed elsewhere in these financial
statements, the Group also had the following related party
transactions during the year:

(a) The Group purchased raw materials amounting to
HK$30,658,000 (2016: HK$17,865,000) from an associate
at prices and on terms mutually agreed by the Group and the
associate.

In addition, the Group purchased raw materials of
HK$1,195,000 (2016: HK$1,283,000) from a related
company, Zhen Jian Mould & Machinery (Shenzhen) Co., Ltd.
(“CC-SZ”). These transactions were also continuing connected
transactions of the Group during the year.

Dr. Chen CHIANG, Ms. Lai Yuen CHIANG and Mr. Chi Kin
CHIANG (each being a director of the Company), together
with parties acting in concert with them, control the exercise
of more than 50% of the voting power at general meetings of
Chen Chien Holdings Limited, which indirectly holds the entire
equity interest of CC-SZ. CC-SZ is therefore a related company
of the Group. The transactions were conducted at prices
and on terms mutually agreed by the Group and the related
company.

Moreover, the Group received rental income of HK$864,000

(2016: HK$1,180,000) from CC-SZ on terms mutually agreed
by the Group and the related company.

(b) Compensation of key management personnel of the Group:

(BEFT) (HK$°000) 2017 2016
HHEEREF Short term employee benefits 11,664 11,126
XIEEEF Post-employment benefits 72 72

11,736 11,198
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37.¢/mTEDHE 37.FINANCIAL INSTRUMENTS BY CATEGORY
NEREER  TRENE T EZEEE The carrying amounts of each of the categories of financial
mr instruments as at the end of the reporting period are as follows:
SREE Financial assets
B EWRRIE
Loans and receivables
(BEMToT) (HK$°000) 2017 2016
TEWE 5 R EZIEER Trade and bills receivables 746,819 627,322
A S - A Financial assets included
Ko E A L BR 5X in deposits, prepayments
WEmEE and other receivables 19,102 24,896
FEW R ETAERR Finance lease receivables 46,268 20,161
BRI ER Pledged bank deposits 57,218 54,575
Re RBITET Cash and bank balances 852,525 846,809
1,721,932 1,573,763
EA- =N Financial liabilities
DA 84 % P R AT E
ZERas
Financial liabilities at
amortized cost
(BE¥Fr) (HK$°000) 2017 2016
BB S NEBIRR Trade and bills payables 356,967 259,023
O AE D FE S BR T Financial liabilities included
E:tEENSRHAasE in other payables and accruals 87,594 100,733
FEIRITER Interest-bearing bank borrowings 73,422 105,253
517,983 465,009
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3B.EMTANAFERRIFEER 38.FAIR VALUE AND FAIR VALUE HIERARCHY OF

EREMRF RS MRITET  EARTE
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FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and bank
balances, the current portion of pledged bank deposits, the
current portion of trade receivables and finance lease receivables,
bills receivable, financial assets included in deposits, prepayments
and other receivables, trade and bills payables, financial liabilities
included in other payables and accruals and interest-bearing bank
borrowings approximate to their carrying amounts largely due to
the short term maturities of these instruments.

The fair values of the non-current portion of trade receivables
and finance lease receivables, the non-current portion of
pledged bank deposits and the non-current portion of financial
liabilities included in other payables and accruals are estimated
by discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit risk
and remaining maturities, which approximates to their carrying
amounts.

The Group’s finance team is responsible for determining the
policies and procedures for the fair value measurement of financial
instruments. At each reporting date, it analyzes the movements in
the values of the financial instruments and determines the major
inputs applied in the valuation. The valuation is reviewed and
reported to the directors.
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I.EFEIMEE

39.TRANSFERS OF FINANCIAL ASSETS

(a) IERRILIBRANCHEZSHMEE

(a) Transferred financial assets that are not derecognized in

170

WIBFEZ G A RIEEE

TRIEHASS MRS REETH
ARIEERF AR ENEREE
FARRIE & -

their entirety

Bills endorsement under the Law of Negotiable Instruments of
the PRC

The following table provides a summary of bills receivable
that have been transferred in such a way that part of the
transferred financial assets do not qualify for derecognition,
together with the associated liabilities:

(EMTFoT) (HK$°000) 2017 2016
S EEEREE Carrying amount of assets that

BREE continued to be recognized 23,688 5,257
e ERmE Carrying amount of associated liabilities 23,688 5,257

RZZE—tF=A=+—H A&E
MEETHEREECES THED
BEHRTEINETRERE(5E
RE])  AEBRMNIESHERNE
NESER  AAKREREEARR
kOo%  BREEFENEZORR
it ESBEIASERBENMER
EEIBBENEEBRMNE SRR
BER AKEUEERBEERALE
EfH - BRAEMEME =77
& BRIERSERE -

EEEEARAT 2017 £

As at 31 March 2017, the Group endorsed certain bills
receivable accepted by certain local banks in the PRC (the
“Endorsed Bills”) to certain of its suppliers in order to settle
the trade payables due to such suppliers. Since the Group
has retained the substantial risks and rewards, which include
default risk relating to the Endorsed Bills, it continued to
recognize the full carrying amounts of the Endorsed Bills
and the associated trade payables settled. Subsequent to the
endorsement, the Group does not retain any rights on the use
of the Endorsed Bills, including sales, transfer or pledge of the
Endorsed Bills to any other third parties.
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0. HEERMEE (L) 39.TRANSFERS OF FINANCIAL ASSETS (continued)

(b) FERILEIANCEZETRMEE

(b) Transferred financial assets that are derecognized in their

WRIBFEZ G A REEE

RZZE—tF=A=+—H  A&5H
RAEAETHEREERGEDERE
#36,480,0007C (=T —R4F : B
18,5637,0007T ) B A THEFEFEE
MIRTTIR XA TRKER ([ R -
REERE]) - WEBRMN I EHE
BHENESER  KIEBRASER
BRREHRFAKINAES—EAZE
RfEA - REFEZEZL - WRITR
P RIRIERSERBERAAGR
AASEER([HEZ2E]) - AAX
SECEERRIIERASEREAHA
BVAE A B D b N MR - #ly - B AR
IHHERR RS ERENAERA
BERAEENEZERER - AEEE
B2RRIERASEZBELBEZFE
RIEBRSERBNATRRERE
MERABERRESNEKREE - B
f - HELERIERASEZENQ
FEALTEK -

FR - ARERERRILEREER
BB MW KRR T W am s EE - I
BREIEENFARRFERER
B2 - ZEENBFFHHIEL -
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entirety

Bills endorsement under the Law of Negotiable Instruments of
the PRC

As at 31 March 2017, the Group endorsed certain bills
receivable accepted by certain reputable banks in the PRC
(the “Derecognized Endorsed Bills”) to certain of its suppliers
in order to settle the trade payables due to such suppliers with
a remaining carrying amount in aggregate of HK$36,480,000
(2016: HK$18,537,000). The Derecognized Endorsed Bills
have a remaining maturity of one month to five months at
the end of the reporting period. In accordance with the Law
of Negotiable Instruments in the PRC, the holders of the
Derecognized Endorsed Bills have a right of recourse against
the Group if the banks default (the “Continuing Involvement”).
Since the Group has transferred substantially all risks and
rewards relating to the Derecognized Endorsed Bills, it has
derecognized the full carrying amounts of the Derecognized
Endorsed Bills and the associated trade payables. The
maximum exposure to loss from the Group’s Continuing
Involvement in the Derecognized Endorsed Bills and the
undiscounted cash flows to repurchase these Derecognized
Endorsed Bills is equal to their carrying amounts. Thus, the
fair values of the Group’s Continuing Involvement in the
Derecognized Endorsed Bills are not significant.

During the year, the Group has not recognized any gain or
loss on the date of transfer of the Derecognized Endorsed
Bills. No gains or losses were recognized from the Continuing
Involvement, both during the year or cumulatively. The
endorsement has been made evenly throughout the year.
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40.cREREE B ERBEER 40.FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
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The Group’s principal financial instruments comprise cash and
bank balances, pledged bank deposits, trade and bills receivables,
finance lease receivables, other receivables, trade and bills
payables, other payables, accruals and interest-bearing bank
borrowings.

The main risks arising from the Group’s financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity
risk. The risks associated with these financial instruments and
the policies on how to mitigate these risks are set out below.
Management manages and monitors these exposures to ensure
appropriate measures are implemented in a timely and effective
manner.

Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s bank loans carrying floating
interest rates. The Group monitors its interest rate exposure closely
and considers to take measures to reduce significant interest rate
exposure, if any.

Foreign currency risk

The Group’s foreign exchange risk arises from commercial
transactions, recognized assets and liabilities and net investments
in operations in Mainland China and Taiwan.

The Group has transactional currency risk exposures. Such risk
exposures arise from a substantial portion of the Group’s sales
and purchases transactions denominated in United States dollars
(“US$”), Renminbi (“RMB"), Japanese yen (“JPY”) and New
Taiwanese dollars (“NTD").

Management closely monitors foreign exchange exposure in
transactions denominated in US$, RMB, JPY and NTD and its
investments in Mainland China and Taiwan and will consider
hedging significant foreign currency exposure should the need
arise.

CHEN HSONG HOLDINGS LIMITED ANNUAL REPORT 2017



B %55 3k 5= Y =

—ZT—+tF=A=+—H

40.¢REMEEBERBEK(E)

SRR (4E)

TRIRAEBGRB DG, (BB KR
EMR(EMBEMEBRFTEZNBER
TIHET AREKE - BERFABEX
MEERRESNHRE(RAREREE

RAEHDTEES) -

Notes to Financial Statements

31 March 2017

Foreign currency risk (continued)

the fair value of monetary assets and liabilities).

40.FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(continued)

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in US$,
RMB, JPY and NTD exchange rates, with all other variables held
constant, of the Group’s profit/(loss) before tax (due to changes in

S EE FE = BB AR

i, ORd) &SGR

Increase/ Increase/

(decrease) (decrease)

in foreign in profit

(B TFor) (HK$'000) currency rate before tax
2017

MARKYEETFE  If RMB strengthens against HK$ 5% 12,525

MARBYEETEE  If RMB weakens against HK$ (5%) (12,525)

MARBEEZETIME  If RMB strengthens against US$ 5% (7,819)

MARBYETEE  If RMB weakens against US$ (5%) 7,819

i B BB T HHE If JPY strengthens against HK$ 5% (1,169)

i BB E Tz E If JPY weakens against HK$ (5%) 1,169

M & ¥ ETTHE  If NTD strengthens against US$ 5% (2,978)

¥ A ¥ ETTEE  If NTD weakens against US$ (5%) 2,978

SPEE FE = FRBLATES 18

i, ORd)  EA(Em)

Increase/ Decrease/

(decrease) (increase)

in foreign in loss

(B#For) (HK$'000) currency rate before tax
2016

MARBEETHE  If RMB strengthens against HK$ 5% 48,794

MAREEBTEE  If RMB weakens against HK$ (5%) (48,794)

MARBESETTHME  If RMB strengthens against US$ 5% (179)

MABRBEETEE  If RMB weakens against US$ (5%) 179

fisi BES B T HE If JPY strengthens against HK$ 5% (1,150)

W BEEH B TiZE If JPY weakens against HK$ (5%) 1,150

MFEEEZETIE  If NTD strengthens against US$ 5% (770)

MEFEMEETEME  If NTD weakens against US$ (5%) 770
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40.¢REREEEERBK(E) 40.FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
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(continued)

Credit risk

Credit risk arises from the possibility that the counterparty of a
transaction is unwilling or unable to fulfill its obligation and the
Group thereby suffers a financial loss.

The credit limits of trade receivables and finance lease receivables
are determined and monitored by management on an ongoing
basis. In addition, at the end of each reporting period, the
Group reviews the recoverable amount of each individual trade
debt to ensure that adequate impairment losses are made for
unrecoverable amounts.

The credit risk of the Group’s other financial assets, which
comprise cash and bank balances and other receivables, arises
from default of the counterparty with a maximum exposure equal
to the carrying amounts of these instruments. The Group is also
exposed to credit risk through the granting of financial guarantees,
further details of which are disclosed in note 33 to the financial
statements.

The Group trades only with recognized and creditworthy parties.
Concentrations of credit risk are managed by analysis by
customer/counterparty. There are no significant concentrations of
credit risk within the Group.

Further quantitative data in respect of the Group’s exposure
to credit risk arising from trade receivables and finance lease
receivables are disclosed in notes 20 and 22, respectively, to the
financial statements.

Liquidity risk

The Group monitors its risk to a shortage of funds using recurring
liquidity planning tool. This tool considers the maturity of both
its financial instruments (e.g., trade and bills payables) and
financial assets (e.g., trade and bills receivables and finance lease
receivables) and projected cash flows from operations.
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(continued)

Liquidity risk (continued)

40.FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The maturity profile of the Group’s financial liabilities (including
contingent liabilities) as at the end of the reporting period, based

DT - on the contractual undiscounted payments, was as follows:
2017
=AU LER
=EAR T-EAR
WIRER More than
Less than 3 months and
3 months or less than et
(BT o) (HK$’000) on demand 12 months Total
JERE S REEIRK  Trade and bills payables 322,010 34,957 356,967
SAEMERBER R Financial liabilities included in
JEstEENSREBE  other payables and accruals 87,594 - 87,594
FEIRITER Interest-bearing bank borrowings 73,422 - 73,422
IRELLBITHVER Guarantees given to banks, at the
=RNEEE  BIEER maximum, for bank loans granted
BT EEEEBEZARE  to customers to purchase the
BlESMIEITER Group’s products 30,452 - 30,452
IRMEBBITHOER Guarantee given to a bank, at the
SRHEE 0 F{EEIR maximum, for guarantee provided
BIEE to a customer 876 - 876
514,354 34,957 549,311
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40. TREREERRRBK(E) 40.FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

(continued)

RBEEER(E) Liquidity risk (continued)
2016
=EANLER
=@AR +-@AR
WIRER More than
Less than 3 months and
3 months or less than st
(BB For) (HK$°000) on demand 12 months Total
BB S NEBIRR Trade and bills payables 232,993 26,030 259,023
A E M FE BRI Financial liabilities included in
EFtEERNESRAE other payables and accruals 100,733 - 100,733
STRBRITER Interest-bearing bank borrowings 105,253 - 105,253
RS IRTTHY LR Guarantees given to banks, at the
SRR BAEER maximum, for bank loans granted
BTEFPIFEER to customers to purchase the
REBEROBITER Group's products 41,775 - 41,775
480,754 26,030 506,784

EXER

AEEEAEENTIRREREEARRE
FELENRENERFRENEARLE
DA B B 5T K & AR JE 52 = R A

Eo

AEERBEERNOE BT EIE R AR
HERRE - BRTUABELARE - X
SEHEFHER TRROKE - FARFE
BEARKETHR -BE_T—LF=H
=t+—BRZF-REZA=1T—HLHF
BRN - ZEEAERZEBR  BEIEF
I AT PR -

AN REETEBFRBEENRRE K
75#1,518,680,0007T( ZF—R4F : B
1,495,379,0007T ) (BN /R &) & E IR 42T
PEBE)EEER - AEBZHRRBER
EFRENEERER
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Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximize shareholders’ value.

The Group manages its capital structure and make adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives, policies or
processes for managing capital during the years ended 31 March
2017 and 31 March 2016.

In addition, the Group monitors capital using the position of net
current assets of HK$1,518,680,000 (2016: HK$1,495,379,000),
which is total current assets minus total current liabilities. The
Group’s policy is to maintain a positive balance of the net current
assets.
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Notes to Financial Statements

31 March 2017

41.STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the

NN Company at the end of the reporting period is as follows:

(B TFor) (HK$’000) 2017 2016
IRBEE NON-CURRENT ASSETS

Y - BE LG Property, plant and equipment - 49
RB AR ZIE Investments in subsidiaries 689,092 709,461
IEmEN B ELAR Total non-current assets 689,092 709,510
RBEE CURRENT ASSETS

Al M H b e I BR R Deposits and other receivables 813 740
B& RIBITET Cash and bank balances 18,826 15,076
mENEEER Total current assets 19,639 15,816
RBEE CURRENT LIABILITIES

HibENBRX N BT BE Other payables and accruals 4,129 4,244
FHEIRITER Interest-bearing bank borrowings 50,000 82,000
mEV B EEET Total current liabilities 54,129 86,244
RBAEFE NET CURRENT LIABILITIES (34,490) (70,428)
EEFE NET ASSETS 654,602 639,082
= EQUITY

OB ITRR AR Issued share capital 63,053 63,053
(M) Reserves (note) 591,549 576,029
RSB TOTAL EQUITY 654,602 639,082

ZHEEBERAT 2017 FiR
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Notes to Financial Statements

31 March 2017

41.STATEMENT OF FINANCIAL POSITION OF THE COMPANY

(continued)
Kiat - Note:
NATZBERENT A summary of the Company’s reserves is as follows:
®r& EARER
RERR #E
Share Capital REBEF
premium redemption Retained et
(BT T) (HK$'000) account reserve profits Total
RZZE—RAFMHA—H At 1 April 2015 509,580 295 179,067 688,942
KEEBER Loss for the year and total
REEREE comprehensive expenses
S for the year - - (81,387) (81,387)
HE-_Z—RFE=A=+—HI Final dividend for the year
FEZRBBE(HZ12) ended 31 March 2015 (note 12) - - (3,783) (3,783)
HE-_ZT—HRAF=A=+—HIt Special final dividend for the year
FEZERRBRE(FFE12) ended 31 March 2015 (note 12) - - (20,177) (20,177)
AR B (AYaE12) Interim dividend (note 12) - - (7,566) (7,566)

RZZB—RF=ZA=+—HBK

At 31 March 2016 and

—ZE-XFNYA—H 1 April 2016 509,580 295 66,154 576,029
RELHH R Profit for the year and total

AEEREE comprehensive income

Wz for the year - - 48,307 48,307
HE-_ZT—XF=A=+—HIt Final dividend for the year

FEZRBEE(AiE12) ended 31 March 2016 (note 12) - - (3,783) (3,783)
HE-ZE—XF=HA=1+—HIt Special final dividend for the year

FEZERIARMRE(Ht12) ended 31 March 2016 (note 12) - - (20,177) (20,177)
REIR B (AT:E12) Interim dividend (note 12) - - (8,827) (8,827)
R_E—+F=A=+—H At 31 March 2017 509,580 295 81,674 591,549

42 B sREREH

42.APPROVAL OF THE FINANCIAL STATEMENTS

I BHRRER_E—+F A=+ N\H The financial statements were approved and authorized for issue

REEREY -

178 mwEmEERA=T 2017 £/

by the board of directors on 28 June 2017.
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Principal Subsidiaries

As at 31 March 2017

The table below lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. To give

details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

AAREHE
B3/ S ERBOL
k&R Percentage
Place of BRITRE of equity
incorporation/ BlEX attributable
ATEB registration Issued share/ to the FTEEK
Company name and operations paid-up capital Company Principal activities
GE3se]
Held indirectly
TR BRA A =) vl 100 SHET B
Asian Plastic Machinery Company, Taiwan Ordinary Sale of
Limited ©® #&#50,000,0007T plastic injection
NTD50,000,000 moulding machines
Chen Hsong Europe B.V. © Vel LB 100 SHEST YR
Netherlands Ordinary Sale of
100,00084 7T plastic injection
EUR100,000 moulding machines
EHETERCFI) hE 4,000,000 T 100 HEME
BRATDE T B AR US$4,000,000 Property holding
Chen Hsong Industrial Park PRC/
(Shenzhen) Co., Ltd. W ®© Mainland China
BERBHARLDA N TmkEE2T 100 HETBH
Chen Hsong Machinery Company, Hong Kong Ordinary HK$2 Sale of
Limited R ZREELERR D@ - plastic injection

75 #50,000,0007T
Non-voting deferred “
HK$50,000,000

moulding machines
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Principal Subsidiaries

As at 31 March 2017

RATEHE
R,/ S ERBEOL
k& E Percentage
Place of BRTRAR of equity
incorporation/ BWEX attributable
ATER registration Issued share/ to the FTEEK
Company name and operations paid-up capital Company Principal activities
BERE(E)
Held indirectly (continued)
EIEEERECRID FE 75 #24,000,0007C 100 FE RIS M
BRARMGE e NS HK$24,000,000 Manufacture and sale
Chen Hsong Mechanical PRC/ of tie bars
and Electrical Equipment Mainland China
(Shenzhen) Co., Ltd. D& ®
EREW(ZR)AERAAOOO hE 8,010,000% 7T 100 BUERHE T
Chen Hsong Machinery ElEi N US$8,010,000 Manufacture and sale
(Ningbo) Company, PRC/ of plastic injection
Limited 1 ®® Mainland China moulding machines
BREW ORI BRAROOO R, 17,130,000 7T 100 SUERIHE T
Chen Hsong Machinery e NS US$17,130,000 Manufacture and sale
(Shenzhen) Company, PRC/ of plastic injection
Limited ® ®® Mainland China moulding machines
EHEWMEROERA R =) | Tk 100 BLE R IEE T
Chen Hsong Machinery Taiwan Taiwan Ordinary Manufacture and sale
Company, Limited © #16%165,000,0007T of plastic injection
NTD165,000,000 moulding machines
Chen Hsong (Middle East) FZE®  FIR{HHA B RE & imAk 100 HETBH
United Arab Emirates Ordinary Sale of
#H1,000,000 plastic injection
AED1,000,000 moulding machines
Chen Hsong Middle East Makine +HEH THEEBH250,000 100 SHETM
Ticaret Anonim Sirketi © Turkey TL250,000 Sale of

180 mmEEERAT 2017 £/

plastic injection
moulding machines
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Principal Subsidiaries

As at 31 March 2017

EAREHE
B3/ S ERZBIL
k&R Percentage
Place of BRITRE/ of equity
incorporation/ BWEX attributable
ATER registration Issued share/ to the FTEEK
Company name and operations paid-up capital Company Principal activities
BERE(E)
Held indirectly (continued)
BHEHORDBRARVO® e #10,000,0007T 100 HE B
Chen Hsong Sales & Marketing AP B A B HK$10,000,000 Sale of
(Shenzhen) Company, PRC/ plastic injection
Limited 1 ®® Mainland China moulding machines
Chen Hsong South America B EFEEe 5,721,000 100 SHE T
Importagdo, Exportagédo e Brazil R$5,721,000 Sale of
Comércio de Equipamentos plastic injection
Ltda.® moulding machines
BB 1L T IRAE [ R R A hE, 7,300,000 7T 100 SUERIHE T
ERAF@OGO PR A e US$7,300,000 Manufacture and sale
Foshan Shunde Chen De Plastics PRC/ of plastic injection
Machinery Company Mainland China moulding machines
Limited (3)(5) (6)
BT E BT HE 7,900,000% 7T 100 RUERIHE T
BRARGGE B K US$7,900,000 Manufacture and sale
Foshan Shunde Chen De Precision PRC/ of plastic injection
Machinery Company, Mainland China moulding machines
lelted (3) (5) (6)
EBILmIEEE R ERE HEl 3,000,000 ¢ 100 BUERHERBERE
ERARVGO PR A e US$3,000,000 Manufacture and sale
Intra-Italy Hydraulics PRC/ of hydraulic motors
(Foshan Shunde) Mainland China
Company, Limited @ ®®
A BHERET R A hE, 12,000,000% 7T 100 BUERHE RN
ERAF@GO A B A B US$12,000,000 Manufacture and sale
Shenzhen Chen Hsong PRC/ of casting parts

Precision Equipment
Limited @ ®)©

ZHEEBERAT 2017 FiR
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182 mgsEmARAT 2017 £

Principal Subsidiaries

As at 31 March 2017

Notes:

(1)

(2)

(3)

(4)

(5)

(6)

These companies are wholly-foreign-owned enterprises.

This company is a sino-foreign equity joint venture.

These companies are foreign invested enterprises.

The non-voting deferred shares carry limited rights to dividends, no rights
to vote at general meetings and limited rights to receive any surplus in a
return of capital in a winding-up.

English company names are translated for identification purposes only.
Subsidiaries whose statutory financial statements were not audited by Ernst

& Young, Hong Kong or another member firm of the Ernst & Young global
network.
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Five-Year Financial Summary

A summary of the results and of the assets, liabilities and non-

controlling interests of the Group for the last five financial years, as

extracted from the published audited financial statements, is set out

below.

RESULTS

Year ended 31 March

(BETFiT) (HK$'000) 2017 2016 2015 2014 2013
e Revenue 1,450,877 1247942  1567,788 1,846,175 1,793,552
R/ (F18) Profit/(loss) from operating activities 77,037 (139,140) 43,908 104,762 123,014
BEKK Finance costs (1,385) (3,266) (4,966) (5,469) (5,610)
=N Share of profits less
BAEEE losses of associates 3,107 2,239 3,561 6,638 3,731
B EER/ (EB) Profit/(loss) before tax 78,759 (140,167) 42,503 105,931 121,135
PR Income tax expense (27,406) (34,071) (23,703) (24,334) (16,325)
REFHEMN,/(BE) Profit/(loss) for the year 51,353 (174,238) 18,800 81,597 104,810
HER . Attributable to:
AREEREAA Equity holders of the Company 51,485 (173,087) 20,356 81,368 103,933
IR Non-controlling interests (132) (1,151) (1,556) 229 877
51,353 (174,238) 18,800 81,597 104,810

BE  AERFEREDS

ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS

R=[A=+—H As at 31 March

(EEFr) (HK$'000) 2017 2016 2015 2014 2013

BEBE Total assets 3,315,085  3307,171 3,752,231 3896487 3,804,362

BEAE Total liabilities (712,561) (625,100) (850,220) (981,473) (932,283)

JRmRR Non-controlling interests (12,601) (16,421) (18,341) (19,888) (19,326)
2,589,923 2665650 2883670 2895126 2,853,253

ZHEEBERAT 2017 FiR
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i B

Location

Particulars of Investment Properties

As at 31 March 2017

RERAR

Existing use

R NE

Type of lease

A
BRARYIT
L=
R =S
ARREE315 - 505 - 5257
EHTEE
11-Bi&,12-BiE 2 13-BiE

Block 11-B, Block 12-B and Block 13-B
Chen Hsong Industrial Park
No. 31, 50, 52 Renmin Middle Road
Kengzi office
Pingshan New District
Shenzhen, Guangdong Province
The PRC

184 mwsEmARAT 2017 £4

I%

Industrial

5

Medium
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REEERRAE
Chen Hsong Holdings Limited

EERRAB AR T EWMAEE13FE 1558
13-15 Dai Wang Street, Tai Po Industrial Estate,
Tai Po, New Territories, Hong Kong

% / Tel: (852) 2665 3222
{8E / Fax: (852) 2664 8202

#83E / Website: www.chenhsong.com
EEHf / E-mail: comm@chenhsong.com
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