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Corporate Information

LFEH

DIRECTORS

Executive Directors

Ms. Shi Qi (Chairlady and Chief Executive Officer)
Ms. Xu Chendi

Mr. Qiu Yonghao

Mr. Huang Te-Wei

Non-Executive Directors

Mr. Gao Feng
Mr. Han Lei

Ms. Wang Yayuan (appointed on 19 December 2016)

Independent Non-Executive Directors

Ms. Zhang Lijuan

Mr. Pak Wai Keung, Martin

Ms. Lian Yi (@appointed on 19 December 2016)

Mr. Yeung Chi Tat (resigned on 10 September 2017)

COMMITTEES

Executive Committee

Ms. Shi Qi*

Ms. Xu Chendi
Mr. Qiu Yonghao
Mr. Huang Te-Weij
Mr. Chan Oi Fat

Audit Committee

Mr. Pak Wai Keung, Martin*

Ms. Zhang Lijuan

Ms. Lian Yi (@appointed on 19 December 2016)

Mr. Yeung Chi Tat (resigned on 10 September 2017)
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Ms. Zhang Lijuan*
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Ms. Xu Chendi

Mr. Huang Te-Wei

Mr. Chan Oi Fat
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Ms. Xu Chendi
Mr. Chu Hau Lim
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Mr. Chan Qi Fat
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Corporate Information

LAFEH

AUDITORS

SHINEWING (HK) CPA Limited

RISK MANAGEMENT AND INTERNAL CONTROL
REVIEW ADVISOR

SHINEWING Risk Services Limited

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O.Box 2681 GT

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Flat 28, 23rd Floor, Metro Centre |l
21 Lam Hing Street

Kowloon Bay, Kowloon

Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

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

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Union Registrars Limited

Suites 3301-04, 33/F,,

Two Chinachem Exchange Square,
338 King's Road, North Point

Hong Kong

PRINCIPAL BANKERS

Hang Seng Bank Limited
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Directors’ Profile

EFEEN

Shi Qi

Chairlady, Chief Executive Officer and Executive Director

Ms. Shi Qi, aged 38, appointed as Chairlady, Chief Executive Officer and an
executive Director in April 2016, has obtained a Master degree of Business
Administration from Centenary College, New Jersey, majoring in Finance in
May 2009. Ms. Shi has more than 10 years of experiences in corporate
reorganization, corporate and project financing, investments in real estate,
securities and non-securities assets and risk management. In 2009, she
founded Seven Ocean Investments Limited (“Seven Ocean”), and under the
leadership of Ms. Shi, Seven Ocean has developed from a small scale
financing company to a company that principally engages in providing
financing and corporate solutions and consultancy services, and large scale
medical and healthcare development projects. In 2015, Ms. Shi invested in
the development of Central Maine Healthcare Institute, which delivers
quality healthcare services in Auburn, Maine (USA). Ms. Shi will also be
responsible for the on-going management and daily operation of the
Central Maine Healthcare Institute. Ms. Shi has also invested in the
construction of the Central Leisure Park* (R R{KEZAE) in Tongzhou
Xincheng* (B #74%), Beijing, a public infrastructure covering an area of
approximately 42.62 hectares and providing sports, entertainment, medical
and healthcare related services. Ms. Shi was responsible for financing,
devising the conceptual design and the implementation plan and
monitoring and managing the progress of the construction. Ms. Shi will
also be responsible for the project’s subsequent operation and
maintenance for 30 years. Ms. Shi, the sole director and the ultimate
beneficial owner of the controlling shareholder of the Company, is deemed
to be interested in 436,540,400 Shares (representing approximately 50.11%
of the issued share capital of the Company as at the date of this annual
report) held by the controlling shareholder.

* for translation purpose only
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Xu Chendi

Executive Director

Ms. Xu Chendi, aged 31, appointed as an executive Director in April 2016,
graduated with first class honour from University College London, United
Kingdom of science (economics) majoring in Economics and Statistics in
2007 and subsequently obtained a Master degree in Philosophy, majoring
in Real Estate Finance, from University of Cambridge, United Kingdom in
2008. She has approximately 8 years of experience in real estate, lodging
and leisure investment and China investment at various international
investment banks. She worked at UBS AG, Hong Kong from July 2011 to
September 2014 and she worked at Macquarie Group from August 2008 to
June 2011. She was mainly responsible for advising clients on corporate
finance transactions, both fund raising activities in Hong Kong and
overseas, initial public offering projects, and merger and acquisition
transactions. She also advised on share placements and bond issuances
and made recommendations on valuations on listed companies and
corporate finance opportunities.

Qiu Yonghao

Executive Director

Mr. Qiu Yonghao, aged 37, appointed as an executive Director in April
2016, completed an Executive Development Program for Master in
Business Administration for Chinese entrepreneurs (FF (b 24X &5 1A B
— TR EIEE LR 2IHME ) from Guanghua School of Management of
Peking University Jt R KE2 ¢ ZEE B EPT) in September 2013. He has
more than 10 years of experience in corporate management and has been
a General Manager, Director or Chairman of companies that engage in real
estate investments and securities investments. Mr. Qiu is a Director of
Beijing Qihai Investment Limited* At R-E/EIEE B R A F)) (“Beijing
Qihai"), a company in which Ms. Shi Qi is also one of the senior
management. Beijing Qihai engages in equity investment, financing,
financial advisory and other professional services. It operates in a range of
industries including real estate, healthcare, energy and resources. Mr. Qiu is
mainly responsible for evaluating investment opportunities for Beijing
Qihai.

. for translation purpose only
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Directors’ Profile

EFEEN

Huang Te-Wei

Executive Director

Mr. Huang Te-Wei, aged 37, appointed as an executive Director in February
2006. He is the head of Control Department and is responsible for
overseeing the Group’s compliance and internal control matters. From
2008 onwards, Mr. Huang was also responsible for the supervision of the
daily operation of the Group's factories in PRC and strategic planning. He
was also appointed as Chief Executive Officer of the Company in February
2011 while resigned in April 2016. Mr. Huang graduated from the Industrial
Administration stream, Department of Business Administration, National
Taiwan University and has completed his military service in Taiwan. Mr.
Huang is also a director of one subsidiary of the Group.

Gao Feng

Non-executive Director

Mr. Gao Feng, aged 37, appointed as a non-executive Director in April 2016
has around 9 years of experience in corporate management. He has been
the General Manager of Beijing Zhongmei Zhengchen Construction
Limited Company* (At B TF R 258 8 FR 22 A)), which mainly engages
in real estate and construction since 2012. He was the General Manager of
Beijing Kaiyun Zhifeng Trades Limited Company* At REliE 2 TEH
R A B)) from 2009 to 2012.

Han Lei

Non-Executive Director

Mr. Han Lei, aged 48, appointed as a non-executive Director in April 2016
has more than 20 years of entertainment and performing experience in the
music industry and had received numerous awards in the industry. Mr. Han
has participated in CCTV Spring Festival Evening Galas, charity
performances, cultural and tourism promotion performances, etc. Other
than his entertainment career, he also actively participates in various
political associations and social campa|gns He was a member of the Tenth
All-China Youth Federation (22 5 FH & ). He was appointed as
the “Celebrity of Health” 1?%%/\ ) by the preceding Kang Yi Wang* (EE
£#3) and the image ambassador in “Yao Yang” public pension project (f2
52 E A&=I8 H) conducted by Red Cross Society of China.

Wang Yayuan

Non-executive Director

Ms. Wang Yayuan, aged 31, appointed as a non-executive Director in
December 2016. She holds a degree of Bachelor of Business Administration
from the Chinese University of Hong Kong. She has been a Financial Risk
Manager (FRM) since 2010. From 2009 to 2016, Ms. Wang worked as an
Associate Director at Shenwan Hongyuan Securities (H.K)) Limited (0218.
HK), providing securities and futures brokerage service. She has extensive
management experience and investment experience in Hong Kong and
U.S. stock markets. Since July 2016, she has been a Managing Director in
the Leveraged and Acquisition Finance Department of Mason Securities
Limited, a wholly-owned subsidiary of Mason Group Holdings Limited
(0273.HK), and mainly responsible for acquisition finance and cross border
finance. In addition, Ms. Wang is a famous financial columnist with over 10
years' experience writing bylined articles for newspapers in mainland
China, Hong Kong and Taiwan.

* for translation purpose only
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Zhang Lijuan

Independent Non-executive Director

Ms. Zhang Lijuan, aged 64, appointed as an independent non-executive
Director in April 2016, is the Executive Vice President and the Secretary
General of Chinese Association of Geriatric Research (2 Bl F{R R EE 2
3T E). She has over 10 years of experience in the healthcare and medical
industry. She was the Vice President and the Executive Vice Secretary
General of China National Health Association (7 BI R ik &4 #H€) from
August 2005 to May 2010.

Pak Wai Keung, Martin

Independent Non-executive Director

Mr. Pak Wai Keung, Martin, aged 54, appointed as an independent non-
executive Director in April 2016, is a fellow of the Hong Kong Institute of
Certified Public Accountants, an associate of The Institute of Chartered
Secretaries and Administrators in the United Kingdom and The Hong Kong
Institute of Chartered Secretaries. He has accumulated over 25 years of
experience in finance, accounting and corporate governance affairs. Mr.
Pak had held positions as the Chief Financial Officer and the Company
Secretary at various listed companies in Hong Kong. Since May 2017, Mr.
Pak has been the Chief Financial Officer of The Hong Kong Building and
Loan Agency Limited (Stock Code: 145), a company listed on the main
board of the Stock Exchange. On 19 January 2017 and 19 September 2017,
Mr. Pak has been appointed as independent non-executive Directors of
Trony Solar Holdings Company Limited (Stock Code: 2468) and Nan Nan
Resources Enterprise Limited (Stock Code: 1229) respectively, companies
listed on the main board of the Stock Exchange.

Lian Yi
Independence Non-executive Director

Ms. Lian Vi, aged 29, appointed as an independence non-executive Director
in December 2016. She holds a degree of Master of Commerce in Finance
from The University of New South Wales. Since July 2014, she has been the
sole director of Violet Passion Holdings Limited, a private company
incorporated in British Virgin Islands which engages in the business of
private equity investments. She has years of experience in the financial and
equity investments industry.
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Chairlady’s Statement
ER|E

Dear Shareholders,

On behalf of the Board of Directors of Ta Yang Group Holdings Limited, |
herewith present all shareholders the annual report of the Group for the
year ended 31 July 2017.

The global economy remained plagued by instability during the financial
year, with several unanticipated events, Brexit, terrorist attack in Europe,
nuclear weapon test in North Korea, causing the world more uncertainty.
Despite of the sluggish growth, China was comparatively more stable than
other countries, which is the driving force for global economy. During the
second half of the financial year, there is slight improvement in global
economic, and hence our customers’ confidence which caused the Group's
turnover back to positive growth, although the impact is not significant. To
maintain the competitiveness, the Group managed to control the
operating expenses at reasonable stable level and to dispose of non-core
business as part of streamlining efforts and this led to an improvement in
Group's performance.

FINANCIAL RESULTS

By the end of the financial year, the Group’s revenue increased by 3.6% to
HKS$400.5 million. The Group's loss for the year was HK$74.1 million, (2016:
HKS$72.3 million) while loss per share for the year was HK8.43 cents (2016:
HK9.12 cents).

BUSINESS REVIEW

Consumer electronic devices (“CED") peripheral products and keypads for
computers businesses continued to be our core businesses. During the
year, the largest segment — CED peripheral products have recorded a
considerable increase while other segments remained unstable and some
of them recorded continuous decrease.

With the recent popularity of use of sporty bands and smart watches, it
caused the sales orders to expand dramatically. At the same time, the sales
for traditional products continued to be weak. In addition, the impact from
the consolidation of production plant and the depreciation of Renminbi,
reduce the production cost in the PRC and has resulted in a growth of
profit margin.
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OUTLOOK

Based on latest economic indicators, the U.S. economy is expected to grow
only sluggishly for the coming year. 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.

While for the PRC economy, the GDP growth rate in China will experience a
continued slowdown in the coming years together with increased volatility
in Renminbi, the Group remains cautious on the operating environment in
the PRC and will face any up-coming challenges head-on by relying on its
traditional strengths of diligence, perseverance and solid, reliable
management. The Group will also focus on strengthening our financial
position preparing for deployment of new growth strategies at the right
timing.

As the Group continues to diversify and strengthen the business base, in
the immediate future, the development of the medical and healthcare
business is still in progress and some facilities have launched to operate
and generate revenue. Although the revenue was still insignificant during
the financial year, the Group is confident that the business will be the
driving force in the coming future after the commencement of full
operation.

APPRECIATION

I'would like to take this opportunity to express my sincere gratitude to the
management team for their contributions to the Group as well as our
workforce for their tireless efforts in ensuring the ongoing development. At
last but not least, | must extend my appreciation to all of our business
partners, customers and shareholders for their unwavering trust and
tremendous support.

Shi Qi
Chairlady and Chief Executive Officer
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Business Review and Outlook

REOERRE

MARKET REVIEW

During the financial year which is an eventful period with a number of
“black swan” events globally, such as U.S. President Donald Trump's
protectionist policies, Brexit and North Korea crisis, it brought uncertainty
to the worldwide economy. With 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.
As a result, the consumer confidence and spending remained weak
especially on the traditional electronic products.

On the other hand, the immense popularity for silicone rubber made
products show signs of recovery of the Group’s business. Silicone rubber
are now used in plenty of innovative and trendy products and this help to
broaden the customer base and hence the sales orders.

BUSINESS REVIEW

Company’s Overall Performance

The revenue for the financial year ended 31 July 2017, increased by 3.6% as
compared to last year. The primary source of income of the Group still
derived from sales of consumer electronic devices peripheral products and
computers, and its percentage to total revenue were 55.0% and 12.4%
respectively. During the year, the conventional electronic products
continued to contract, some of our customers were facing downwards
pressure on sales orders.

To cope with the shrink of keypads products market, the Group has
succeeded to explore the market of non-keypad products.

With the nature of more environmental friendly and fancy design, the daily
living products made of silicone rubber become more common. This trend
also extended to those peripheral products of consumer electronic devices.
During the year, the Group was placing more effort towards the
introduction of application of silicone material and demonstrated the
ability to meet the customers’ specific requirement. The success in
expansion in customer base caused the proportion of non-keypad sales are
acting as a new driving force and has dramatically contribution to the
revenue, offsetting the drop of sales orders of traditional products.

The operating environment in the PRC has improved slightly during the
year. The production costs have been decreasing following the continuous
depreciation of the RMB. Together with the tight cost controls measure
and improvement in operational efficiency, the gross profit margins
recorded an obvious improvement for the consecutive year.
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Business Review and Outlook

OUTLOOK

The macro environment is expected to remain challenging, particularly in
the PRC which will face higher wages, inflation, changing regulatory
requirements and currency fluctuations. Additionally, geo-political
influences in the U.S. and Europe could potentially drive significant marco-
economic uncertainties as well as increased foreign currency risks. In light
of these headwinds, the Group will continue to implement strategies to
mitigate and minimize any potential effects.

As part of streamlining efforts, the Group will continue to control the
operating expenses at reasonable level and to dispose of non-core
business. Specifically, the Group is targeted to evolves from a traditional
manufacturer into a technology-driven solution provider, so the Group will
continue to put more efforts on research and development to improve
product quality, develop application ability of raw material and build up
closer relationship with the customers. This proactive strategy will enable
the Group to pursue higher profit margin.

As the use of silicone rubber are becoming more and more common in
daily life, and broaden its product mix to convert to a silicone rubber
producer from a keypad producer, which can have a broader mix in
customer portfolio.

With the Group's long term business strategies to explore other business
opportunities and diversify the income stream of the Group into different
areas, the Group has penetrated into medical and healthcare business by
acquiring a multi-purpose leisure project in Hainan, PRC which was in
process of re-development into a high-end healthcare holiday resort. The
project started to generate revenue and we expect that it will generate
profits from the high-end residential sales, leasing and healthcare services
in the foreseeable future. Besides, the Group will endeavor to explore other
business opportunities, including the feasibility of diversifying the income
stream of the Group by exploring business and investment opportunities
into different business areas.
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Management Discussion and Analysis

THBFWESH

FINANCIAL REVIEW

Revenue

Revenue represents gross revenue generated from the sales of our
products and service provided, net of sales tax and other similar taxes.

The consolidated revenue for the year ended 31 July 2017 was increased
by 3.6% to HK$400.5 million (2016: HK$386.5 million) while our loss
attributable to equity shareholders was HK$74.1 million (2016: HK$72.3
million).

Basic loss per share of the Company was HK8.43 cents (2016: HK9.12 cents)
per share based on the weighted average number of 865,257,000 (2016:
781,747,000) shares in issue during the year.
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Management Discussion and Analysis

SALES BY PRODUCT

Silicone Rubber and Related Products

Consumer electronic devices peripheral products

Revenue for the consumer electronic devices peripheral products increased
by approximately 25.9% to HK$220.3 million in 2017 from HK$175.1 million
in 2016.

During the year, consumer sentiment on the conventional electronic
products was still weak, especially for those with keypads, the sales orders
from those products continued to shrink. In order to fill up the shortfall due
to the drop of those sales, the Group has put more effort to explore the
market of non keypad products. Although the competition in the saturated
market is fierce, the Group succeeded get more orders from new
innovative products such as sporty bands. As a result, the sales of consumer
electronic devices peripheral products had a considerable growth during
the year. The Group will continue to expand the customer base on non
keypad products by providing robust product quality and attractive prices.

Mobile phone peripheral products

Revenue for the sales of mobile phone peripheral products increased by
approximately 40.8% to HK$14.0 million in 2017 from HK$9.9 million in
2016. The smartphones with touch-screen panels has received mainstream
attention in the market from consumers, so the demand for the
conventional mobile phones with keypads was gradually phased out.
However, the Group has succeed to explore the mobile phone market of
non-keypad products. This caused the revenue in this segment to increase
for the consecutive years.

Keypads for computers and notebooks

Revenue for the sales of keypads for computers and notebooks decreased
by approximately 15.8% to HK$49.5 million in 2017 from HK$58.8 million in
2016. With the faltering growth of global economy, the PC market
continued to progress towards saturation. According to the market
research, the global PC shipments has declined during the financial year.
Therefore, the sales in this segment had been negatively impacted by the
persistent shrinkage of the market.

Automotive peripheral products

Revenue for the sales of automotive peripheral products increased by
approximately 3.6% to HK$32.7 million in 2017 from HK$31.5 million in
2016. As the global economy was till sluggish which caused the consumer
sentiment on the automotive market to be weak. This led the sales orders
for automotive peripheral products had similar level compared with last
year.
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Management Discussion and Analysis

THBFAWES N

Lifestyle products

Revenue for sales of lifestyle products decreased by 22.5% to HK$29.3
million in 2017 from HK$37.8 million in 2016. Market competition was still
keen in lifestyle products and most of the customers have adopted
conservative approach towards restocking inventory, the revenue has
decreased during the year accordingly. The Group will continue to put
more effort to explore the market and work with our customers to develop
more unique products to protect and elevate their position in the market.

Chemical products

Revenue for sales of chemical products decreased significantly by 65.6% to
HKS$15.0 million in 2017 from HK$43.5 million in 2016. As the market is new
to the Group, the performance was still unstable. With the close
relationship with our suppliers which specialised in application of
chemicals, the Group will continue to explore this market to broaden the
product mix.

Healthcare and Hotel Services

Revenue from provision of healthcare and hotel services was HKS$6.7 million
for the year ended 31 July 2017. During the year, after the acquisition of
multi-purpose leisure project in Hainan and re-development into high-end
healthcare holiday resort, properties has started operation and continued
to develop into hotel room/service apartment for rental and healthcare-
related business. The business has succeeded to gain more and more
customers’ support. To sustain its growth, the Group will continue to put
more effort to explore the market to capture the immense awareness of
importance of healthcare in the PRC. Except for 5 out of 194 rooms have
contracted to be disposed, the Group will expand the scale of hotel and
healthcare business by turning the remaining rooms into hotel rooms and
healthcare facilities because of boomed development of the market in
Hainan.

Cost of Sales

Cost structure

The overall cost of sales decreased by approximately 8.6% from HK$317.8
million in 2016 to HK$290.4 million in 2017. The operating environment still
very tough for all PRC based manufacturers. Fortunately, the production
costs have been decreasing following the depreciation of RMB. Together
with effort of tight cost control and operational efficiency, the rate of
decrease in cost of sales is much higher than that of revenue.

Gross Profit

The gross profit of the Group for the year increased by approximately
HKS41.4 million from HKS$68.7 million in 2016 to HK$110.1 million in 2017
Apart from the success to decrease the production cost in the PRC by
consolidation of production process and deprecation of RMB, the change
in product mix which included higher proportion of high margin products
also contribute to the increase.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017

28

EEER

HEEFEEMMUEBR —F —/NF /937,800,000
P TTR A 22.5% 2 = F — -+ #929,300,000 4 7T ©
EEEMMISRRFRERR - RZHEFL#E

EBFRIRRTRE  SRERFRRD - K&
BiS@EMKNERIETS  LEREPAIEMRE
FEBEENER  BAREBEREFARERTIHH
ML o

LEER

HELEEMOKEHA ZF — /N F 43,500,000
I AIB IR A 656% & — T — -+ /15,000,000 7
L AREMBAAEENEH ™S KRIRINHT
BE o REHEPIUS(CEREANHEERNE
R AEBBEBEREZTHEUREAERA

&
BERREIBE RS
BE_T—tFLtA=1TBLFE REHEE

1R ROB & BR 7% B U35 5 6,700,00078 7T © A -

RELREEENZHENKREIEE RENERE
ARnBREEEREBNE  WEECRKREERE
%T%é@z%@%%%/ﬁﬁ*ﬁ B ONETHER

BRREAMER ZEBCRDESERLES
MEPHIXF - RRIFIER - AEBEKES K

NERETS  MERTEBRREEEENE
R BRNBEMIENEDER - RI1HEE
}%EPE’JSF?E*TWH%&%M\ F RNE BB B
RIBER R R BERIERE - BB
E& fﬁ&%f%ﬂ’?%ﬁﬁf’

SHER A

RS

RS SHE AN — T — /S #9317,800,000 78 TR
LHI8ENE T — tfﬁa’q29o,4oo,ooo;‘%ﬁ Zig=]
LA R B 7 55 3 ) AR 2 P 4K A TED R LR 9 A 8 3R
B ZEBNE  £EENAEEARBREMAE
TR - BEEAEEZ NIEHKARRAEER
L HERAN TRIBEESNREABKIE -

EH

FARNEEMNEF B =T — /N FH68700,000 7%
JC 3 AN #J41,4000008 T E T — L £/
1101000008 7T - RBBEESEERERARKE
RERINEERPEEERAIN  EREEEZE (R
EReSEERRLLE) IREE TR o



Management Discussion and Analysis

Other Operating Income

Other operating income increased by approximately 20.7% to HK$23.5
million in 2017 from HK$19.5 million in 2016. The increase was primarily
due to gain on disposal of available for sales investments.

Selling and Distribution Expenses

Selling and distribution expenses increased by approximately 27.5% to
HKS$35.5 million in 2017 from HK$27.9 million in 2016. When counted as a
percentage of revenue, the total amount was 8.9% (2016: 7.2%). The
increase was due to the rise in promotion and marketing cost related to
multi-purpose medical and healthcare project in Hainan.

Administrative Expenses

Administrative expenses increased by approximately 39.8% to HK$146.3
million in 2017 from HK$104.7 million in 2016. Despite of the cost control
measures and the result of operation efficiency improvement, the reason
for the increase in amount was due to additional cost incurred to explore
the investment opportunity in other business areas together with the
persistent development of the medical and healthcare business in Hainan
Province.

Loss attributable to Shareholders

Loss attributable to shareholders for the year ended 31 July 2017 was
HKS$74.1 million (2016: HK$72.3 million). The net loss margin of our Group
decreased from 18.7% for the year ended 31 July 2016 to 18.5% for the year
ended 31 July 2017.

DIVIDEND POLICY

Our Directors expect that dividends will be paid as interim and/or final
dividends. We currently intend to pay annual cash dividends of not less
than 30% of our Group’s audited consolidated profits after taxation to our
shareholders for the applicable year. However, the determination to pay
such dividends will be made at the discretion of our Board and will be
based upon our operating results, cash flows, financial positions, capital
requirements and other relevant circumstances that the Board deems
relevant. The payment of dividends may be limited by legal restrictions and
by agreements that we may enter into in the future. Our Directors are of
the views that our dividend policy will not affect the sufficiency of our
working capital in the coming years.
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Management Discussion and Analysis

THBFAWES N

FINANCIAL MANAGEMENT AND TREASURY POLICY

The Group adopts a conservative approach for cash management and
investment on uncommitted funds. The net proceeds from the
international offering (as defined in the Prospectus) have mainly been
placed on short-term deposits with authorised financial institutions in
Hong Kong.

During the year, the Group's receipts were mainly denominated in US
dollars, Hong Kong dollars and RMB. Payments were mainly made in US
dollars and RMB.

In respect of the US dollar, the management regards that the foreign
exchange risk for Hong Kong dollar to US dollar is not material because (i)
Hong Kong dollar remains pegged to the US dollar and (ii) most of the
Group's purchases are denominated in US dollars, which are to be settled
by sales receipts in US dollars.

In respect of the RMB, as the Group’s production plants are located in the
PRC, most of our labour costs, manufacturing overheads, selling and
administrative expenses were denominated in RMB. Therefore, the
appreciation of RMB will adversely affect the Group's profitability.

During the year, the Group has entered into some RMB/USD structured
forward contracts to partly hedge the risk exposure. The Group will
continue to closely monitor foreign exchange exposure for RMB and
consider hedging significant exposure should the need arises.
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Management Discussion and Analysis
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LIQUIDITY AND FINANCIAL RESOURCES BenBRMERE
During the year, the Group's source of fund was cash generated from net X » AEENE LK RT B AR ENFE
proceeds of the international offering and operating activities. REFERCEFHNES -
As at As at
31July 2017 31 July 2016

R-B—tF R-ZT—RE
S HI=EEE +HA=+—H

HK$’000 HK$'000

FEx FAT

Cash and cash equivalents ReRIRESEEY 105,985 154,094
Net cash (outflow) inflow Be R mAFE (45,780) 54,781
Current ratio En L & 1.6 2.5
Quick ratio RELLE 1.4 23

With our strong financial background upon Listing on the Stock Exchange, BEANEEBEEB T FHENEZHEESH 8
we expect we will have sufficient cash to cover future capital expenditure ~ ERZAREEEHEBE WIS TUEN BEHNE R
requirements. A% -
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Management Discussion and Analysis
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MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATES

The Group had no material acquisition or disposal of any subsidiaries and
associated companies for the year ended 31 July 2017.

CAPITAL COMMITMENTS, CONTINGENCIES AND
CHARGES ON ASSETS

Capital commitments contracted by the Group but not yet provided for in
the financial statements as at 31 July 2017 were approximately HK$11.0
million (2016: HK$379.6 million), which was mainly related to the
acquisition of land use right in Indonesia and expansion of production
capacity in the PRC. Such capital commitments will be financed by the net
proceeds from the international offering.

As at 31 July 2017, the Group had no material contingent liabilities.

As at 31 July 2017, certain properties of the Group of HK$398.9 million
(2016: HK$7.9 million) were pledged to secure banking facilities or bank
borrowings granted to the Group.

HUMAN RESOURCES AND REMUNERATION POLICIES

As the Group is committed to expand our production capacity and develop
high value-added products, such as mobile phone keypads, experienced
workers, engineers and professionals are the most important assets to the
Group. We offer on-the-job training and encourage staff to attend
continuous professional training in order to update their skills and
knowledge.

We offer competitive remuneration package, including quality staff
quarters, trainings, medical, insurance coverage and retirement benefits, to
all employees in Hong Kong and in the PRC. As at 31 July 2017, the Group
has 1,448 permanent and temporary employees (2016: 1,370). The total
salaries and related costs for the year ended 31 July 2017 amounted to
approximately HK$170.0 million (2016: HK$154.6 million).
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Corporate Governance Report
BRELHRE

CORPORATE GOVERNANCE STRUCTURE

Shareholders
and other
stakeholders
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CORPORATE GOVERNANCE PRACTICES

The Company strives to attain and maintain high standards of corporate
governance best suited to the needs and interests of the Group as it
believes that effective corporate governance practices is a fundamental to
enhancing shareholder value and safeguarding interests of shareholders
and other stakeholders. The Board sets appropriate policies and
implements corporate governance practices appropriate to the conduct
and growth of the Group's business.

34 TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017

LRETARE

Company
Secretary
NEWE

Remuneration Compliance
Committee Committee
FHESS BREES

LRELER

ARRBANZI REFRELAAEETERT
BmNRECREAKTE  REBAEERNEEE
AERRRABRREBERRERRREMFENE
RENEAZR - EXSHTEEBRRLEGE
EBAKRERBRRIEENEREAER



Corporate Governance Report

Compliance with Corporate Governance Code

The Company has adopted the Corporate Governance Code (the “CG
Code") contained in Appendix 14 of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (the “Listing Rules”)
which sets out principles of good corporate governance and two levels of
recommendations:

Code Provisions, with which issuers are expected to comply or give
considered reasons for any deviation; and

Recommended Best Practices, for guidance only, save that issuers
are encouraged to comply or give reasons for deviation.

The Company has complied with the applicable code provisions of the CG
Code throughout the year ended 31 July 2017 and up to the date of this
annual report, except:

0]

(i)

the code provision A.2.1 which requires the roles of chairman and
chief executive officer should be separate and should not be
performed by the same individual. However, Ms. Shi Qi is acting as
both the chairlady of the Board (the “Chairlady”) and the Chief
Executive Office (the "CEQ").

The Board believes that vesting the roles of both the Chairlady and
the CEO in the same person has the benefit of ensuring consistent
leadership within the Group and enables more effective and efficient
overall strategic planning for the Group. The Board further believes
that the balance of power and authority for the present arrangement
will not be impaired since the responsibilities of the Chairlady and
the CEO have been clearly established and set out in writing. It is also
adequately ensured by the current Board which comprises the
experienced and high caliber individuals with sufficient number
thereof being independent non-executive Directors.

the code provision A.2.7, which requires the chairman should at least
annually hold meetings with the non-executive directors (including
independent non-executive directors) without the executive
directors present. During the year ended 31 July 2017, a formal
meeting could not be arranged between the Chairlady and the non-
executive Directors (including independent non-executive Directors)
without the executive Directors present due to their tight schedules.
Although such meeting was not held during the year, the Chairlady
could be contacted by email or phone to discuss any potential
concerns and/or questions that the non-executive Director and the
independent non-executive Directors might have and would
arrange to set up follow-up meetings, whenever necessary.
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(i) the code provision C.1.2 which requires the management of the
Company to provide all members of the Board with monthly
updates giving a balanced and understandable assessment of the
Company's performance, position and prospects in sufficient detail
to enable the Board as a whole and each Director to discharge their
duties.

During the year, the management of the Company did not provide
monthly updates to all members of the Board as required by the
code provision C.1.2, as all the executive Directors were involved in
the daily operation of the Group and were fully aware of the
performance, position and prospects of the Company, and the
management has provided to all Directors (including non-executive
Directors and independent non-executive Directors) quarterly
updates giving a balanced and understandable assessment of the
Company's performance, position and prospects in sufficient detail
prior to the regular board meetings of the Company.

In addition, the management of the Company has provided all
members of the Board, in a timely manner, updates on any material
changes to the performance, position and prospects of the Company
and sufficient background or explanatory information for matters
brought before the Board.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its “Code of Ethics and Securities Transaction”
to regulate the Directors and relevant employees of the Group in dealing
securities of the Company on terms no less exacting than those set out in
the Model Code for Securities Transactions by Directors of Listed Issuers
stated in Appendix 10 of the Listing Rules (the “Model Code"). The Model
Code also provides guidelines and procedures on handling conflict of
interest of Directors.

In response to the specific enquiry by the Company, all the Directors
confirmed that they have complied with the required standard as set out
in the Model Code and its Code of Ethics and Securities Transaction
throughout the year.
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BOARD OF DIRECTORS

Composition of the Board of Directors

The board of Directors (the “Board”) of the Company currently comprises
four executive Directors, three non-executive Directors and three
independent non-executive Directors. The function of the Board is to guide
the management to ensure the interests of the shareholders of the
Company are safeguarded.

The Company recognises and embraces the benefits of having a diverse
board to enhance the quality of its performance. In compliance with the
requirement set out in code provision A.5.6 of the CG Code, the Company
adopted a board diversity policy (the “Board Diversity Policy”) on 30 August
2013 which aims to set out the approach to achieving diversity for the
Board.

The policy statement of the Board Diversity Policy is that the Company
recognises the benefits of a Board that possesses a balance of skills,
experience, expertise and diversity of perspectives appropriate to the
requirements of the businesses of the Company.

The Company maintains that Board appointment should be based on
merit that complements and expands the skills, experience and expertise
of the Board as a whole, taking into account gender, age, professional
experience and qualifications, cultural and educational background, and
any other factors that the Board might consider relevant and applicable
from time to time towards achieving a diverse Board.

The Nomination Committee of the Company is responsible for reviewing
the structure, size and composition of the Board and making
recommendations to the Board on the appointment of new directors of
the Company from time to time to ensure that it has a balanced
composition of skills, experience and expertise appropriate to the
requirements of the businesses of the Company, with due regard to the
benefits of diversity on the Board. The Board as a whole is also responsible
for reviewing the succession plan for the directors of the Company, in
particular, the Chairman/the Chairlady and the CEO.

The Company seeks to achieve board diversity through the consideration
of a number of factors, including but not limited to gender, age, cultural
and educational background, ethnicity, professional experience, skills,
knowledge and length of service. The Company will also take into account
factors based on its own business model and specific needs from time to
time.
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The size and composition of the Board are reviewed from time to time,
taking into account the scope and nature of operations of the Company, to
ensure that the size of the Board is adequate to provide a diversity of views
and facilitate effective decision making. The Directors come from diverse
background with varied expertise in finance, legal industry and business
fields. The biographical details of the Directors and the relationships among
them are set out in the “Directors’ Profile” on pages 12 to 15 of this annual
report and the Company’s website. The Company has maintained on the
Company's website and on the website of the Stock Exchange an updated
list of its Directors identifying their roles and functions and whether they
are Independent non-executive Directors. Independent non-executive
Directors are identified as such in all corporate communications that
disclose the names of Directors.

Save as disclosed in the section of “Directors’ Profile”, none of the Directors
has any financial, business, family or other material or relevant relationships
among members of the Board.

Directors’ Appointment, Re-election, Resignation and
Removal

The position, appointment date and re-election date of the current Board
members are as follows:

AREE TR ESSNRERAR BT
ZEARNRNEBBELLE  URRESFSN
RREARBTIRANEHRIELBRAK - EF
BAETRAES AFESR ZEMEHERENE
EHE - MEEENEEFBE MRS ZEHBEIER
BRAFRENEZFSENESHN | K
REAYE o AR B S RAD R Ak BB X2 P A8 Uk
TERFNEERE  EPIARSOBERE
EMRETERABUFNTES -MAERBRES
HEORBEMT - NEBRIABILIFNTE
ENHD -

BRIZEEMN] —SHAREEN HEEFRE
e ERAEMNYE  BE REIEMEKX
KARRRRR ©

ESNEE B8 BIKER

RAEESXNENBMA - ZTEAHREE A BN
T~

Shi Qi Chairlady/Chief Executive Officer/Executive Director 06/04/2016 15/12/2016
iz} EETBEE WTES

Xu Chendi Executive Director 06/04/2016 15/12/2016
=St WITES

Qiu Yonghao Executive Director 06/04/2016 15/12/2016
EBXIR WITES

Huang Te-Wei Executive Director 23/02/2006 15/12/2016
BB HITES

Gao Feng Non-Executive Director 06/04/2016 15/12/2016
f] FEMMITESE

Han Lei Non-Executive Director 06/04/2016 15/12/2016
g2 FERITEF

Wang Yayuan Non-Executive Director 19/12/2016 =
THE FERTES

Zhang Lijuan Independent Non-Executive Director 27/04/2016 15/12/2016
RIB WUIFHITES

Pak Wai Keung, Martin Independent Non-Executive Director 27/04/2016 15/12/2016
BiE® BIUEHTES

LianYi Independent Non-Executive Director 19/12/2016 -
LS BIUFHITES
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In accordance with the Company's articles of association, all Directors
(including executive Directors, non-executive Directors and independent
non-executive Directors) are subject to retirement by rotation at least
once every three years. Accordingly, at the annual general meeting to be
held on 14 December 2017, Ms. Shi Qi, Ms. Xu Chendi and Mr. Qiu
Yonghao shall retire from offices by rotation and offer themselves for re-
election.

Ms. Wang Yayuan and Ms. Lian Yi, being newly appointed Directors, will
hold office until the forthcoming annual general meeting and be subject
to re-election at such meeting in accordance with the Company’s articles
of association.

Furthermore, all Directors (including non-executive Directors) were
appointed for a specific term. Formal letters of appointment or service
contracts setting out the key terms and conditions of their appointment
were in place.

Ms. Shi Qi, Ms. Xu Chendi and Mr. Qiu Yonghao were appointed as
Executive Directors in 2016. They have entered into service contracts with
the Company on 6 April 2016 for a period of three years commencing from
6 April 2016 and subject to a termination by giving not less than 3 months’
prior written notice.

Mr. Huang Te-Wei was appointed as Executive Director in 2006 and has
renewed his service contract with the Company for a period of three years
commencing from 16 May 2016 and subject to a termination by giving not
less than 3 months’ prior written notice.

Mr. Gao Feng and Mr. Han Lei were appointed as non-executive Directors
in 2016. They have entered into formal appointment letters on 6 April 2016
for a period of three years commencing from 6 April 2016 and subject to a
termination by giving not less than one month'’s prior written notice.

Ms. Zhang Lijuan and Mr. Pak Wai Keung, Martin have entered into formal
appointment letters for appointing them as independent non-executive
Directors on 27 April 2016 for a term of three years commencing from 27
April 2016 which were subject to a termination by giving not less than one
month's prior written notice.

Ms. Wang Yayuan and Ms. Lian Yi have entered into formal appointment
letters for appointing them as non-executive Director and independent
non-executive Director respectively on 19 December 2016 for a term of
one year commencing from 19 December 2016 which were subject to a
termination by giving not less than one month'’s prior written notice.
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The Board

The composition of the Board is well balanced with each Director having
sound industry knowledge, extensive corporate and strategic planning
experience and/or expertise relevant to the business of the Group. All
executive Directors, non-executive Directors and independent non-
executive Directors bring a variety of experience and expertise to the
Company.

All independent non-executive Directors have fulfilled all the criteria for
independence as stated in Rule 3.13 of the Listing Rules.

Board Meetings and Board Practices

The Board holds at least four regular meetings a year which are normally
scheduled in the fourth quarter of the preceding year. The Board will also
meet on other occasions when a board-level decision on a particular
matter is required. During the financial year ended 31 July 2017, the Board
held four regular meetings in October 2016, January, March and July 2017.
The attendance records of the Directors to these regular board meetings
are set out below:

o

EXgNKERAMK MEBREFHABER
SEFRREEBHEBNRETENS 80D
EREBREERE REFIHE - FIERTE
T FMTEFERBIUFNTESTHERAAR
RS EER R FEMIE -

BB FRITERCD A EMRBE G
5l 2 P B BS54 o

EEEERNESERER

EEgsFRIBTHRESEHE  —RENA
—EENFREGEARMHE EFSFNENRXER
FRELEEGREREHEZ -BE_T—L
FLA=ZtT—BLPBFE EFER_F—RX
FTARZZT—tF—A ZAREABITOR
EHEE - TRETESRZEEHNESEER
) F R

Executive Directors HITEE

Shi Qi PEF 3/4

Xu Chendi R 4/4

Qiu Yonghao BB KR 1/4

Huang Te-Wei =R 4/4

Non-executive Directors HHITEE

Gao Feng =g 1/4

Han Lei (182 0/4

Wang Yayuan (appointed on 19 December 2016) FHER=_Z—R"E+=A+1A 3/3
BEE)

Independent Non-executive Directors BYHHITESE

Zhang Lijuan RIB 2/4

Pak Wai Keung, Martin SEEL 4/4

Lian Yi (appointed on 19 December 2016) #FH(R=F—FF+=A+ANA 2/3
BZEE)

Yeung Chi Tat (resigned on 10 September 2017) BEEZERZE—TFNATHEHE) 4/4
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All minutes of the meetings, record in sufficient detail the matters
considered and decisions reached, are kept by the Company Secretary and
are opened for inspection by Directors at any time.

The meetings are structured to allow open discussion. All Directors
participate in discussing the strategy, operational and financial
performance and internal control of the Group.

The Company Secretary assists the Chairman/the Chairlady to prepare the
agenda of the meeting and each Director may request to include any
matters in the agenda. At least 14 days' notice is given to the Directors for
the regular meetings by the Company. All substantive agenda items have
comprehensive briefing papers which are distributed by the Company
Secretary to Directors at least 3 days before the Board meetings so as to
ensure that the Directors may receive accurate, timely and clear
information to make informed decisions regarding the matters discussed
in the meetings.

All Directors may access to the advice and services of the Company
Secretary who regularly updates the Board on governance and regulatory
matters. The Company Secretary is also responsible for ensuring the
procedures of the Board meetings are observed and providing the Board
opinions on matters in relation to the compliance with the procedures of
the Board meetings.

If a substantial shareholder or a Director has a conflict of interest in a matter
to be considered by the Board, the Company will not dealt with the matter
by way of written resolution or by a Board committee (except if that Board
committee was specifically established for such purpose) but by a physical
board meeting. The independent non-executive Director with no material
interest in the matter will attend the meeting to deal with the matter as
appropriate subject to the Listing Rules and/or the Company’s articles of
association, as appropriate, any Director who or whose associates have any
material interest in any proposed Board resolutions shall not vote (nor be
counted in the quorum) on the relevant Board resolutions.

Functions of the Board of Directors

The Board is responsible for the oversight of the management of the
Company’s business and affairs with the goal of maximizing long term
shareholder’s value, while balancing broader stakeholder interests. The
Board has the following main duties:

determine all the corporate matters;

be responsible for the management, direction and supervision of the
businesses of the Group; and

be responsible to ensure the effectiveness on Group’s financial
reporting and compliance.
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The Board has matters reserved for its decisions and these include:
the Group's long-term strategy and business plan;
major capital projects, acquisitions or divestments;
funding decision of the Group;
internal control, risk management and compliance; and

annual and interim financial results and shareholder
communications.

The Board delegates the authority and responsibility for implementing day-
to-day operations, business strategies and management of the Group's
businesses to the executive Directors, senior management and certain
specific responsibilities to the Board committees.

When the Board delegates aspects of its management and administration
functions to the management, it has given clear directions as to the powers
of management, in particular, with respect to the circumstances. While
allowing management substantial autonomy to run and develop the
business, the Board plays a key role in structuring and monitoring the
reporting systems and internal controls. The composition, functions of
each Board committee and their major role and function are described
below. The final decision still rests with the Board unless otherwise provide
for in the terms of reference of relevant committees.

Independent Non-executive Directors

The independent non-executive Directors bring a wide range of skills and
business experience to the Group. They also bring independent judgment
on the issues of strategy, performance and risk through their contribution
to the Board meetings and to the Board's committee meetings.

In compliance with Rule 3.10(1) of the Listing Rules, there are three
independent non-executive Directors. Among the three independent non-
executive Directors, one of them have appropriate professional
qualifications in accounting or related financial management expertise as
required by Rule 3.10(2) of the Listing Rules. However, following the
resignation of Mr. Yeung Chi Tat on 10 September 2017, the number of
independent non-executive directors will fall below the requirement of
Rule 3.10A of the Listing Rules. The Company will find suitable candidate
for appointment and expects to meet the said requirement within 3
months from 10 September 2017 pursuant to Rule 3.11 of the Listing Rules.

The Company has received from each of its independent non-executive
Directors the written confirmation of his/her independence pursuant to
Rule 3.13 of the Listing Rules. The Company, based on such confirmations,
considers, Ms. Zhang Lijuan, Mr. Pak Wai Keung, Martin and Ms. Lian Yi to
be independent.
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The independence of each Director is reviewed annually by the
Nomination Committee based on the definition of independence defined
in the Listing Rules. The Nomination Committee is satisfied as to the
independence of Ms. Zhang Lijuan, Mr. Pak Wai Keung, Martin and Ms. Lian
Vi, all of whom have fulfilled all the criteria for independence as stated in
Rule 3.13 of the Listing Rules.

Supply of and Access to Information

The management supplied the Board with appropriate and sufficient
explanation and information through financial reports, business and
operational reports and budget statements, in a timely manner, to enable
them to make informed decisions.

The management also provided the Board with quarterly updates giving a
balanced and understandable assessment of the Company’s performance,
position and prospects in sufficient details to enable the Board as a whole
and each director to discharge their duties under Rule 3.08 and Chapter 13
of the Listing Rules.

The Directors are also provided with names and contact details of the
Company'’s senior management and the Company Secretary to facilitate
Director access to senior management and the Company Secretary.

Continuing Professional Development

The Directors keep abreast of responsibilities as a director of the Company
and of the conduct, business activities and development of the Company.
The Company Secretary from time to time updates and provides written
training materials to the Directors, and organises seminars on the latest
development of the Listing Rules, applicable laws, rules and regulations
relating to Directors’ duties and responsibilities. The Directors may request
the Company, pursuant to the policy for Directors to seek independent
professional advice, to provide independent professional advice at the
expense of the Company to discharge their duties to the Company.

During the year ended 31 July 2017, the Company has organised two
training sessions on the following topics for the Directors and the
management of the Company to attend:

ik Disclosure of Interests Online (DION)

2 Connected Transaction
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The Company Secretary maintains records of training attended by the
Directors. The training attended by the Directors and the Company
Secretary during the year ended 31 July 2017 are as follows:

Directors

=

Executive Directors HITEE
Shi Qi Jiai

Xu Chendi E=giil

Qiu Yonghao BB KR
Huang Te-Wei =R
Non-Executive Directors HHTESE
Gao Feng S

Han Lei PR

Wang Yayuan T AR
Independent Non-Executive Directors BUFHITEE
Zhang Lijuan R I18

Pak Wai Keung, Martin BE

Lian Yi el
Company Secretary REHE
Chu Hau Lim KREZFR

Directors’ and Officers’ Liability Insurance

The Company has renewed Directors’ and Officers’ liabilities insurance for
all the Directors and the senior management of the Company for the year
2017/2018. The insurance covers them against costs, charges, expenses
and liabilities incurred arising out of the corporate activities.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

According to the code provision A.2.1 of the CG Code, the roles of the
Chairman of the Board (the “Chairman”) and the Chief Executive Officer (the
"CEQ") should segregated in order to reinforce their independence and
accountability. Up to the date of this report, the roles of the Chairlady of
the Board (the “Chairlady”) and the CEO were not separate and Ms. Shi Qi
currently performs these two roles.

The Board believes that vesting the roles of both the Chairlady and the CEO
in the same individual has the benefit of ensuring consistent leadership
within the Group and enables more effective and efficient overall strategic
planning for the Group. The Board further believes that the balance of
power and authority for the present arrangement will not be impaired and
is adequately ensured by the current Board which comprises experienced
and high calibre individuals with sufficient number thereof being
independent non-executive Directors.
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Moreover, there are clear demarcations of responsibility and authority
between the Chairman/Chairlady and the CEO which also ensure an
appropriate balance of power, increased accountability and greater
capacity of the Board for independent decision-making.

The responsibilities of the Chairman/Chairlady include:

ensuring all Directors are properly briefed on matters to be discussed
at Board meetings;

ensuring all Directors receive adequate, accurate, clear, complete
and reliable information in a timely manner;

providing leadership for the Board;

ensuring that the Board works effectively, performs its responsibilities
and discusses all key issues in a timely manner;

ensuring that, with the assistance of the Company Secretary, settles
and approves the agenda for Board meetings taking into account
any matters proposed by the other Directors for inclusion in the
agenda;

taking primary responsibility for ensuring that good corporate
governance practices and procedures are in place. Assisted by the
Company Secretary, the Chairman/Chairlady oversees the
implementation of the practices and procedures on Corporate
Governance;

giving each Director an opportunity to express his/her different
views at Board meetings and to voice their concerns; encouraging all
Directors to fully contribute to the Board's affairs and ensuring that
the Board acts in the best interests of the Company; allowing
sufficient time for discussion of issues and ensuring that Board
decisions fairly reflect Board consensus;

at least annually holding meetings with the Non-executive Directors
without the Executive Directors present;

ensuring that appropriate steps are taken to provide effective
communication with shareholders and that their views are
communicated to the Board as a whole; and

promoting a culture of openness and debate by facilitating the
effective contribution of Non-executive Directors in particular and
ensuring constructive relations between Executive and Non-
executive Directors.
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N 1Y

LREIHRE

The responsibilities of the CEO include: TIRBENBE BIE
1. providing leadership for the management; 1. BEEREE

2. implementing and reporting to the Board on the Company's 2.  #{TY[AESSERA D TR
strategy;

3. overseeing the realization by the Company of the objectives set by 3. EERAQFEREZBRSFIVMNEIZ
the Board;

4. providing all such information to the Board as is necessary to enable 4. AE=EFESRHERETEEXRBFN—1)
the Board to monitor the performance of management; ‘ar

5. leading the management of the Company’s relationships with its 5. {BEAQF|ERIEEIF (HENBE
stakeholders;

6. putting in place programs for management development and 6. REEEEBEERETTE
succession;

7. with the Financial Controller, establishing and maintaining proper 7.  HABf #4885 SR HIFT R AR £ & A N 30 8L

internal controls and risk management systems as well as disclosure EEBREBEESE  UREBEEEER
controls and procedures; and Br R

8. discharging such duties and authority as may be delegated in 8. XBREEENEEREEITHRE RITHER
writing to him by the Board. He
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BOARD COMMITTEES

To assist the Board in the execution of its duties, the Board has currently
delegated specific functions to five Board committees. They are the Audit
Committee ("AC"), Remuneration Committee (“RC"), Nomination
Committee (“NC”"), Compliance Committee ("CC") and Executive Committee
(“EC").The Board is responsible for the functions of risk management and
corporate governance functions. As at the date of this annual report, the
composition of each committees are as follows:

ERELRE

EEZRE

EFCRAMAAEAEFRESRIRETHRE - U
BHEEENTRYS - EFXLESREEREZER
e([EZZBE)) FHZEE(HFMEZE
g)) REZBEE((RELZREE])  AHREEE
([GRZBEEDEATREG((ATREE]) -
SR ARAREEREROEERRBEE - NA
FHAH  ZEZESEKNT

shiQi i)
Xu Chendi AR
Qiu Yonghao 93
Huang Te-Wei B
Zhang Lijuan RNE M
Pak Wai Keung, Martin S1EE C
Lian Yi LS M
Chan OiFat BEH
Krassovski Victor RIS

Notes:

C Chairman/Chairlady of the relevant Board committees

M Member of the relevant Board committees

The written terms of reference of AC, NC and RC are available on the
Company's website and the Stock Exchange’s website.
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M
M M
M C
M M C
M M
M M
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ERELHRSE

Audit Committee

AC was established on 16 May 2007 and currently comprises three
members. All are independent non-executive Directors, namely Mr. Pak Wai
Keung, Martin (Chairman), Ms. Zhang Lijuan and Ms. Lian Yi. The external
auditor and the Financial Controller also attended meetings of AC by

invitat

jon.

The committee’s responsibilities include the following:

reports to the Board and holds regular meetings to assist the Board
in discharging its responsibilities for effective financial reporting
controls, internal controls and risk management.

monitors the integrity of the Company’s financial statements, annual
report and accounts and half-year report and reviews significant
financial reporting judgements contained in them.

reviews, makes recommendations and reports to the Board on
findings relating to the financial statements, reports and accounts,
systems of internal control and compliance issues.

oversees the Company’s relationship with the external auditor,
reviews auditor’s letter of engagement and makes recommendations
to the Board on the appointment and reappointment of external
auditor.

reviews and monitors the external auditor’'s independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards.

reviews external auditor's management letter and any material
queries raised by the auditor to the management and the
management’s response.

Further details on the work of the committee for the year 2016/2017 could
be found under “Audit Committee Report” of this annual report.
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Remuneration Committee

Currently, the members of RC are Ms. Zhang Lijuan (Chairlady), Mr. Pak Wai
Keung, Martin and Ms. Lian Yi. All of whom are independent non-executive
Directors.

The committee met once during the year in October 2016. The attendance
records are set out below:

ERELRE

FHEES

BAl FMEZBEXERRIBELL(ER) A
BREERERZ L YRBUIFATES -

ERRFANR-E—AFTART—KE
B RS msImT

%

S

b=l

Zhang Lijuan (Chairlady) RIE(FE) 01
Pak Wai Keung, Martin SHED: /1
Yeung Chi Tat (resigned on 10 September 2017) HBEERZS—tFNA+HET) /1
Lian Yi (appointed on 19 December 2016) EH(W_Z—AE+-_A+NLAEZE) 0/0

The responsibilities of the committee include the following:

recommend to the Board the Group’s remuneration policy for the
Executive Directors and the senior management of the Company;

consider and advise on the terms of any contract to be offered to a
Director; and

monitor the remuneration package of the Executive Directors and
senior management and make recommendations thereto.

Further information of the committee’s activities is contained in
“Remuneration Committee Report” of this annual report.
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ERELHRSE

Nomination Committee

Currently, NC comprises four members, three of whom are independent
non-executive Directors, namely Ms. Zhang Lijuan, Mr. Pak Wai Keung,
Martin and Ms. Lian Yi. Ms. Xu Chendi, an Executive Director, appointed as
member of NC on 4 October 2017.

The key objective of the committee is to ensure the Board comprises
individuals with a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business so as to
enhance Board effectiveness.

The committee met once during the year in October 2016, the attendance
of the committee members are shown in the following table:

REZES

BAl REZBEMMOEKRBAN  EP=25
BYFRTES  RERKNBRL ARARSL
EREHRLEIR-BWTESFFRAELL  BR
T EFtANREZRERRERRBEENKE -

ZERERBEARRE RS WMRERE -
BREFAANAEBEEL 2L AEHER
BTG R R -

ZEEFAR_T—R"FETART-REHE T
RETEEGRBMHETE

Yeung Chi Tat (Chairman) 1HERE(F/E) 1
(resigned on 10 September 2017) (R—Z—+ENA+HEHT)

Zhang Lijuan R I18 0/1

Pak Wai Keung, Martin SHED: /1

Lian Yi (appointed on 19 December 2016) BEH (R -_E—RNE+-A+INBEZRE) 0/0

Xu Chendi (appointed on 4 October 2017) FRHNV-ZF—LFTANAEZRE) 0/0

The criteria for appointment of a new director are set out below:
possess core competencies that meet the needs of the Company;
be able to commit time and carry out duties and responsibilities; and

the independence in case of an independent non-executive Director.
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The committee leads the process and makes recommendation of the
appointment of new Director to the Board as follows:

evaluate the balance of skills, knowledge, experience and diversity of
perspective on the Board and determine the role and desirable
competencies for a particular appointment in consultation with the
management;

review the portfolio of the potential candidate to assess suitability;
and

made recommendation to the Board.
Significant matters discussed by the committee are summarised as follows:

To consider the re-election of the retiring Directors at the
forthcoming annual general meeting having regard to his/her
contribution and performance;

To access the independence of independent non-executive
Directors; and

To review the structure, size and composition of the Board.

Compliance Committee

CC currently comprises Mr. Pak Wai Keung, Martin (Chairman), Ms. Xu
Chendi, Mr. Huang Te-Wei, Mr. Chan Oi Fat and Mr. Krassovski Victor in
which Mr. Pak Wai Keung, Martin is an independent non-executive Director
and Ms. Xu Chendi and Mr. Huang Te-Wei are executive Directors.

The committee met four times during the year, the attendance records are
set out below:
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Huang Te-Wei =HIEE
Chan Oi Fat PRE 2%
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The major activities undertaken by the committee were overseeing the
financial, legal, statutory and the Listing Rules requirements, internal
control and corporate governance practices of the Group. The committee
reported their discussion and recommendation to the Board periodically.

The overall responsibility of the committee is to ensure that the Group
complies with all the relevant rules, laws and regulations and the Listing
Rules.

Executive Committee

EC was established on 3 September 2007 with specific written terms of
reference. The committee currently comprises five members, by whom
four of them are executive Directors, namely Ms. Shi Qi, Ms. Xu Chendi, Mr.
Qiu Yonghao and Mr. Huang Te-Wei, together with Mr. Chan Oi Fat, the
Financial Controller of the Company.

The committee is responsible for the day-to-day management of the
Group's businesses, the overall financial performance of the Group in
fulfillment of strategy, plans and budgets and the Group capital
expenditures as defined in the terms of reference.

The committee reports these topics to the Board their conclusions and
recommendations.

ACCOUNTABILITY AND AUDIT

Directors’ and Auditor’s acknowledgement

The Audit Committee and the Board have reviewed the Company’s
consolidated financial statements for the year ended 31 July 2017. The
Directors acknowledge their responsibilities for preparing the accounts and
presenting a balanced, clear and comprehensive assessment for the
Company’s performance, position and prospects. The Directors are not
aware of any material uncertainties relating to events or conditions that
may cast significant doubt upon the Company'’s ability to continue as a
going concern.

Messrs. SHINEWING (HK) CPA Limited (“SHINEWING") acknowledged their
reporting responsibilities in the auditor's report on the consolidated
financial statements for the year ended 31 July 2017 as set out in pages 99
to 101 of this annual report.
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Auditor’'s Remuneration

During the year ended 31 July 2017, SHINEWING was appointed as the
Group's auditor until the conclusion of the forthcoming annual general
meeting. The remuneration paid/payable to SHINEWING in respect of their
audit and non-audit services were as follows:

ERELHRSE

1% 20 B %7 B

BE_T—tFLtA=T—BLFE  EXkTM

EZIRASENZHE  THEEERRBSF
REHERBIE - RBA RIERFRBEN, A
SR AEF BT -

Audit services ERT R 1,080
Non-audit services IEF RS

Other advisory services o BR R AR 7% 310
Total @t 1,390

The consolidated financial statements for the year ended 31 July 2017 were
audited by SHINEWING. The Audit Committee has recommended to the
Board that SHINEWING be nominated for appointment as the auditor of
the Company at the forthcoming annual general meeting.

COMPANY SECRETARY

The Company Secretary, Mr. Chu Hau Lim, plays an important role in
supporting the Board by ensuring good information flow within the Board
and that board policy and procedures are followed.

The Company Secretary has day-to-day knowledge of the Company’s
affairs. He reports to the Board through the Chairman/the Chairlady and
the CEO. All Directors may access to the advice and services of the
Company Secretary. He regularly updates the Board on governance and
regulatory matters. He also facilitates induction and professional
development of Directors.

The Board is fully involved in selection, appointment and dismissal of the
Company Secretary.

The Company Secretary is also responsible for ensuring the procedures of
the Board meetings are observed and providing the Board opinions on
matters in relation to the compliance with the procedures of the Board
meetings.

During the year ended 31 July 2017, the Company Secretary has
undertaken over 15 hours of relevant professional training in compliance
with Rule 3.29 of the Listing Rules, details refer to “Continuing Professional
Development” set out on pages 43 to 44 of this annual report.
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SHAREHOLDERS' RIGHT

Convene of General Meetings

The Board strives to maintain an on-going dialogue with the shareholders
of the Company. The Company uses annual general meeting ("AGM") as
one of the principal channels for communicating with the shareholders.
The Company ensures that shareholders’ views are communicated to the
Board. Shareholders are encouraged to participate in general meetings or
to appoint proxies to attend and vote at meetings for and on their behalf if
they are unable to attend the meetings. The process of the Company’s
general meeting are monitored and reviewed on a regular basis, and, if
necessary, changes will be made to ensure that shareholders’ needs are
best served.

At the general meeting, each substantially separate issue has been
considered by a separate resolution, including the election of individual
Directors. The Chairman of the Board, chairmen of the respective board
committees and the external auditor usually attend annual general
meetings to inter-face with and answer questions from the shareholders.

The last annual general meeting of the Company was held on 15
December 2016 (2016 AGM") at Rooms 1 and 2, United Conference Centre,
10/F., United Centre, 95 Queensway, Admiralty, Hong Kong. The Directors,
including the Chairman of the Board, the Chairmen of the Audit,
Remuneration and Nomination Committees, and representative of the
external auditor of the Company, SHINEWING, attended, in person or via
telephone, the 2016 AGM. The attendance records of the Directors to the
2016 AGM are set out below:

B RAYIEF

BRRRAE

EESRNEARARRBRRITER - NDAAK
RBEFRE ((BRBFREDIERERREEN
Hp—IRT ZRE - ARAIERBRAERAER

ExgRR EZ2xBBRR2ERRAE @ =&
WEEZLFERE  ASBRERERRREY
FRERRE LRR - ARBEERYTE R
BRERARERFT - IMmghﬁﬁ&E IARELRE
NERREFE -

RIERAE L SRR EBBINEEN—E
BYMRERER > ETRREENEFMNET -
BEEQIR REFREG TR MIMNEZEED

—REGHAHERRAFAS  AEERRRE
B O E AR o

RAR LEBRRBEFRER-_F—A"F+=A
THER(ZZ—RERFBFRE D BESTES

BEEESHEA—FLIERFE—SEPLERE

EIRRFRT - ER(BEREEEIE) B
% HFERERZEEER  ARARFINEZ
HEEKPMZAKRIERONBREFLFE—
E-R"EERAFAE -BEFHF_-F
RBFERENEIIEMT

—RER

Executive Directors HITEE

Shi Qi i) 1/1
Xu Chendi Ei=3l 1
Qiu Yonghao IR 1/
Huang Te-Wei =EH /1
Non-Executive Directors HHITEE

Gao Feng =g 0/1
Han Lei BZ 0/1
Wang Yayuan (appointed on 19 December 2016)  EH#HE(R—E—~F+-_A+HLBEZT) 0/0
Independent Non-Executive Directors BYHHITEE

Zhang Lijuan SR 1108 11
Pak Wai Keung, Martin SRED: 1
Yeung Chi Tat (resigned on 10 September 2017) HEE (E"_ T—+FNA+HEIE) 1/1
Lian Yi (appointed on 19 December 2016) BH(R=ZE—FT=ATHIBEZE) 0/0
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Notice to shareholders for the 2016 AGM was sent to shareholders more
than 20 clear business days prior to the 2016 AGM. The chairman of the
meeting exercised her power under the Company's Articles of Association
to put each proposed resolution to vote by way of a poll. The Company
adopted poll voting for all resolutions put to vote at the meeting. The
procedures for voting by poll at the 2016 AGM were contained in the
circular of the Company to the shareholders, which was dispatched
together with the 2016 annual report, and were further explained at the
2016 AGM prior to the polls being taken. Separate resolutions were
proposed at the 2016 AGM on each substantive issue and the percentage
of votes cast in favor of such resolutions as disclosed in the announcement
of the Company dated 15 December 2016 are set out below:

ERELHRSE

TE-ARERERBFRAEZRRBEER-F
—RNERRBFASRTAEB - TETEEE
AFTERR - AT FETEARAAMEIEMN
AT TOES - RRBRZNREBRARES
ARAR - ARBRIRERERANMBERERK
AREFTAETRR - BA_FT—"ERRBF
RELEUREFARANER - EFIERARA]
HERAGBERA - ARBRE R T NFFR

—HETRE MEEEFIE-Z—FERR
BEXSETRERNMARE - R —XFER
RAFAE L SEAEFTEHNEBRERIR
2 MERBEAZRNZHAERNE DL (R
AABAPA-—ZT—AF+-_A+HEBNAE
BE)IEHMT -

1. To receive and consider the audited consolidated financial statements of the reports of directors and 100%
the auditors of the Company for the year ended 31 July 2016.
BEREZRARAEHE T —R"FLA=Z+-RLFENRERGEUBERANESTGREH
ZEEN RS o
2. () Tore-elect Ms. Shi Qi as a director of the Company. 100%
BEBEWA T ARNARES -
(i) Tore-elect Ms. Xu Chendi as a director of the Company. 100%
BETREALLTARRTESE -
(i) To re-elect Mr. Qiu Yonghao as a director of the Company. 100%
BFRIDKREEREARAES -
(iv)  Tore-elect Mr. Gao Feng as a director of the Company. 100%
BESEEEREAARES -
(v)  Tore-elect Mr. Han Lei as a director of the Company. 100%
BERBREERRRRESE -
(vi)  Tore-elect Ms. Zhang Lijuan as a director of the Company. 100%
FERNVBELLIREARRES °
(vii)  To re-elect Mr. Pak Wai Keung, Martin as a director of the Company. 100%
BEHREBREERADAES -
(viii)  To re-elect Mr. Huang Te-Wei as a director of the Company. 100%
BREEREERANAESE -
3. To authorize the board of directors of the Company to fix the remuneration of the Directors. 100%
REANAEESTETESTIME -
4. To re-appoint auditor and authorize the board of directors to fix their remuneration. 100%
ENEEZEMITREESSETHMS
& To approve granting the general mandate to the Directors to allot, issue and deal with the Company'’s 99.9996%
shares.
HOER TEE —MRIREAR S - BT REREARRRD °
6. To approve granting the general mandate to the Directors to repurchase the Company’s shares. 99.9996%
HAERTES —REEUBREEAARRS
e To authorize the Directors to extend the general mandate to issue new shares by adding the number of 99.9996%

shares repurchased.
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All resolutions put to shareholders at the 2016 AGM were passed. The
Company’s Branch Share Registrars were appointed as scrutineers to
monitor and count the poll votes cast at that meeting. The results of the
voting by poll were published on the websites of the Company and the
Stock Exchange.

Procedures by which enquiries may put to the Board

Shareholders may put forward enquiries to the Board through the
Company Secretary who will direct the enquiries to the Board for handling.
The contact details of the Company Secretary are as follows:

Ta Yang Group Holdings Limited
Flat 28, 23/F., Metro Centre Il

21 Lam Hing Street,

Kowloon Bay, Kowloon

Hong Kong

Email: alfred@tayanggroup.com
Tel No.: (852) 3678-5088

Fax No.: (852) 3678-5099

How shareholders can convene an extraordinary general
meeting/procedures for putting forward proposals at a
shareholders’ meeting

The Board may whenever it thinks fit call extraordinary general meetings.
Any one or more shareholders holding at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the Company
Secretary sent to the aforesaid address, to require an extraordinary general
meeting to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held within two
months after the deposit of such requisition. If within twenty-one days of
such deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner, and
all reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Furthermore, shareholders of the Company may propose a person for
election as a Director of the Company. The procedures of which are
available at the Company’s website.
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ERELRE

INVESTOR RELATIONS BREEMER
HAERAANEREH

FA - AARHEBERARY B EAEE -

Significant changes in articles of association

During the year, there is no significant change to the Company’s Articles of
Association.

FRER
R-B—tHtA=+—H

Shareholdings information

As at 31 July 2017

Authorised Capital HK$2,000,000,000 divided into SETERRAR 2,000,000,0007& 7T * &
20,000,000,000 Shares of HK$0.1 each 20,000,000,000 J& &F % I (&
0.1 & T IR
Issued and fully-paid HK$87,117,800 divided into 871,178,000 BEITREE 87,117800787C * #5&

Shares of HK$0.1 each 871,178,000 f% =A% E1E

0.1 B TR

TERBIARTR - E—tFEA=T—HAHNR
BRBAE

The following table summarised the existing shareholding structure of the
Company as at 31 July 2017:

Controlling shareholders & Directors R R N EE 437,870,400 50.26%
Public N 433,307,600 49.74%
Total 45T 871,178,000 100.00%

Note: The issued capital of the Company as at 31 July 2017 is 871,178,000 Shares. K5 AABIR = E—+F+ =+ — BB RTRA

75871,178,000 B R&AD ©

Other corporate information is set out in the “Corporate Information”
section set out on pages 6 to 9 of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

During the year, the Group has complied with code provision C.2 of the CG
Code by establishing appropriate and effective risk management and
internal control systems. Management is responsible for the design,
implementation and monitoring of such systems, while the Board oversees
management in performing its duties on an ongoing basis. Main features
of the risk management and internal control systems are described in the
sections below:

Risk Management System

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

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

Evaluation: Analyze the likelihood and impact of risks and evaluate
the risk portfolio accordingly.

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

Based on the risk assessments conducted in 2017, no significant risk was
identified.

Internal Control System

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

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

Risk Assessment: A dynamic and iterative process for identifying
and analyzing risks to achieve the Group’s objectives, forming a basis
for determining how risks should be managed.

Control Activities: Action established by policies and procedures
to help ensure that management directives to mitigate risks to the
achievement of objectives are carried out.
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Information and Communication: Internal and external
communication to provide the Group with the information needed
to carry out day-to-day controls.

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

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

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

Confidentiality agreements are in place when the Group enters into
significant negotiations.

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

Based on the internal control reviews conducted in 2017, no significant
control deficiency was identified.

Internal Auditors

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

An A plan has been approved by the Board. According to the established
plan, review of the risk management and internal control systems is
conducted annually and the results are reported to the Board via Audit
Committee afterwards.
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Effectiveness of the Risk Management and Internal Control
Systems

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

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

INVESTOR AND SHAREHOLDER RELATIONS

Communication with Investors and Shareholders

The Board recognises the importance of maintaining clear, timely and
effective communication with shareholders of the Company and investors.
The Board also recognises that effective communication with investors is
the key to establish investor confidence and to attract new investors.
Therefore, the Group is committed to maintaining high degree of
transparency to ensure the investors and the shareholders are receiving
accurate, clear, comprehensive and timely information of the Group via the
publication of annual reports, interim reports, press announcements
(“Corporate Communication”), and also the Company’s website at www.
tayang.com.

Corporate Communications issued by the Company and are available on
the websites of the Company and the Stock Exchange have been provided
to the shareholders in both English and Chinese versions to facilitate their
understanding. A section entitled “Investor Relations” is available on the
Company’s website which provides contact details to allow shareholders
to contact the Company easily.
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Enquiries from institutional investors and analysts on the Group's strategy,
operations, management and plans are welcome.

Our investor relations activities include:
Attend telephone enquiries from analysts and fund managers;
update of the Company’s website regularly;
hold annual general meeting;

disclose information on a timely basis via the Company’s and Stock
Exchange’s websites.

MANAGEMENT FUNCTIONS

In general, the daily management and administration functions of the
Group have been delegated to the management except for certain matters
specifically reserved to the Board for decision. Those matters include the
setting of the overall strategic direction and long term objectives of the
Company, approval of annual business plan, material acquisitions and
disposals of assets, investments, connected transactions and capital
projects, key human resources issue, preliminary interim and final results
announcements, determination of interim and final dividends,
appointment of Directors and annual assessment of internal control
system.

Hong Kong, 24 October 2017

ERELHRSE

AEBECDEBIREE RO TEDE AL E KA -
g BEENEHEEL TN -

AR EEBREH RIS -
EE AL S GO EEEH
FEERE AR A
BARTBFAS |

BRE BN R R X AR TR AR

EHEMAE

—RME - ARENBEEEERITRBERHE
BERE HETHARGEFTSRENEER
Sh e ZREBREBEBIFT AR B NEBERE T AR
RERR HERFXEBHE  EREELBER
HE - -KRE BREXZREANER -EEANE
RER  IFTHRRKRBEEQMH  BETHR
RERE - REESERAEZERGNFENE

B —T—tFtA-TEA

XAREERARLT | o
=T LR



Remuneration Committee Report

FHEREEE

This report provides the details of work undertaken by the Remuneration
Committee ("RC") during the year.

MEMBERSHIP OF THE REMUNERATION COMMITTEE

During the year, the Directors who served on RC were Ms. Zhang Lijuan
(Chairlady), Mr. Yeung Chi Tat (resigned on 10 September 2017), Mr. Pak
Wai Keung, Martin and Ms. Lian Yi (@appointed on 19 December 2016). All of
them are independent non-executive Directors.

ACTIVITIES OF THE REMUNERATION COMMITTEE

During the year, RC met once and the major business of the meeting
included the following activities:

conduct the annual review of 2016/2017 salary for all Directors and
Senior Management and making appropriate recommendations to
the Board; and

consider and review the service contracts and the appointment
letters of Directors, and making appropriate recommendations to
the Board.

REMUNERATION POLICY

The remuneration for the executive Directors comprises basic salary, bonus,
share options and pensions. Salary adjustments are made where RC takes
into account performance of the individual, contribution, responsibilities,
and reference to comparable listed companies in Hong Kong.

The remuneration of non-executive Directors are reviewed annually with
reference to the salary research survey, comparable companies and market
condition.

Apart from basic salary, executive Directors and employees are eligible to
receive a discretionary bonus taking into account factors such as market
conditions as well as corporate and individual’s performance during the
year.
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FHEREHRE

TEHPINTEERBAEEESMESNTE -

The following table illustrates the elements of remuneration of Executive
Directors and senior management.

Basic Salary

EXHE

Discretionary Bonus
BIETEAL

Pension

BRE

To reflect the market value of each -

individual

REREGEATHMISERE

To motivate employees to deliver
the high levels of performance of
the Company and individual
performance goals
SEEERARFBRGESKTH
RERERBARR AR

To provide appropriate and
competitive post retirement
benefits

REEE REHRFNORKEZR
7

Cash payment
A NEA
Monthly

&BA

Cash Payment
REeM®
Annual

BF

Cash contribution
e
Monthly

B8R

Reviewed annually
SERH

Compare against selected
comparable companies
BRTEM A A LR AR
8]

Market trend

i zln)

Individual performance
AARER

Market condition
ik

The Group performance
relative to corporate
targets
REEBENEEB RN
RI

MPF scheme
BESEE
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FHEREEE

Details of the amount of Directors’ and senior managements’' remuneration
during the year ended 31 July 2017 are set out in Note 18 to the
consolidated financial statements.

Members of the Remuneration Committee
Zhang Lijuan (Chairlady)

Pak Wai Keung, Martin

Lian Yi

Hong Kong, 24 October 2017
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This report provides details of the role of the Audit Committee (“AC") and
the work it has undertaken by them during the year.

MEMBERSHIP OF AUDIT COMMITTEE

During the year, the Directors who served on AC were Mr. Pak Wai Keung,
Martin (Chairman), Mr. Yeung Chi Tat (resigned on 10 September 2017), Ms.
Zhang Lijuan and Ms. Lian Yi (appointed on 19 December 2016). All of
them are independent non-executive Directors.

MEETINGS AND ATTENDANCE

During the year, AC met two times in October 2016 and March 2017. The
Financial Controller and the external auditor attended the meetings by
invitation. The attendance records are set out below:

Audit Committee Report
ERZRERE

ABERMEMERZER((EREZBEDBEA
NERPTHETT TIERRES

FREREEAR

FRHEEZZEERENESTRARBELE
(EF) BEEEE(R_F— tiﬂﬂﬂ—ﬁ%
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EMRHEICE
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Pak Wai Keung, Martin SEEE: 2/2
Zhang Lijuan RIB 1/2
Yeung Chi Tat (resigned on 10 September 2017) BEERZE—tFNA+HED) 2/2
Lian Yi (appointed on 19 December 2016) EH(WZE—AE+_A+NLAEZD) 1

SUMMARY OF MAJOR WORKS DONE DURING THE
YEAR

During the year, the major works done by AC were summarised as follows:

reviewed with the management and the external auditors on the
interim results and annual results and related announcement
including the related disclosures, integrity of financial reporting and
the accounting policies and adopted by the Group prior to the
submission to the Board's approval;

discussed with management on significant judgments affecting
Group's consolidated financial statements;

considered and pre-approved the re-appointment of auditors and
their audit fee accordingly;

reviewed and discussed the risk management and internal control
report including the status of implementing recommendations on
previous report; ]
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reviewed, assessed the adequacy and effectiveness of the Company’s
risk management and internal control;

reviewed and monitored the external auditor’s independence and
objectivity and the effectiveness during the audit process; and

reviewed and discussed the audit plan for 2016/2017.

FINANCIAL REPORTING

AC has reviewed with the management the accounting principles and
practices adopted by the Group and the financial reporting matters
including a review of the audited consolidated financial statements for the
year ended 31 July 2017.

RISK MANAGEMENT AND INTERNAL CONTROL

During the year, AC engaged SHINEWING Risk Services Regulatory Limited
("SHINEWING Risk”) to conduct the risk management and internal control
review of the Group's operation and made recommendation to Board
accordingly. Based on the report issued by SHINEWING Risk, AC considered
that the key areas of the Company’s risk management and internal control
systems are reasonably implemented and the Company has compiled with
the requirements of the CG code as set out in the Listing Rules in respect of
risk management and internal control. The matters concerns to be brought
to the attention to the Board are listed on the Corporate Governance
Report of this annual report.

EXTERNAL AUDITOR

AC reviewed the independence of SHINEWING (HK) CPA Limited and
recommended their re-appointment as auditor of the Group for the
financial year 2017/2018 in the forthcoming AGM.

Members of Audit Committee

Pak Wai Keung, Martin (Chairman)
Zhang Lijuan

Lian Yi

Hong Kong, 24 October 2017
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Environmental, Social and Governance Report

ABOUT THIS REPORT

The Environmental, Social and Governance (“ESG") Report published by Ta
Yang Group Holdings Limited (the “Company”) outlines the various
initiatives of the Company and its subsidiaries (collectively referred to as
the “Group” or “we”) in supporting sustainable development and the
performance in the social and governance aspects for the year from 1
August 2016 to 31 July 2017 (the “Year”).

Scope of the Report

The content of the ESG Report mainly outlines the environmental and
social policies of the Group in its silicone rubber business, with a focus on
the performance of one of its subsidiaries, namely Dongguan Tai Yang
Rubber Plastic Industrial Company Limited (“Dongguan Tai Yang”), in the
environmental and social aspects during the Year. For details on corporate
governance, please refer to the Corporate Governance Report on pages 34
to 61 of the annual report of the Company.

Reporting Guidance

The ESG Report is prepared in accordance with Appendix 27 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”) (the “Listing Rules”), namely the
Environmental, Social and Governance Reporting Guide.

Stakeholders Engagement

With the joint efforts of colleagues from various departments, we can have
a clearer understanding of the current development of the Group in the
environmental and social aspects when preparing the ESG Report. The data
that we have collected not only provide a summary of the initiatives of the
Group in the environmental and social aspects during the Year, but also lay
a foundation for formulating short-term and long-term policies for
sustainable development.

Comments and Feedback

For details on environmental and corporate governance of the Company,
please refer to the Company’s official website (http://www.tayang.com)
and its annual report. If you have any comments or suggestions regarding
this report, please feel free to contact us by email: info@tayanggroup.com.
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ENVIRONMENTAL PROTECTION

Treatment of Emissions

While committed to business development, the Group has never neglected
environmental protection of the places in which our business operates. We
have strictly observed the laws and regulations in relation to the
environment, such as the Law of the People’s Republic of China on the
Prevention and Control of Atmospheric Pollution, Law of the People’s
Republic of China on the Prevention and Control of Water Pollution, Law of
the People’s Republic of China on the Prevention and Control of
Environmental Pollution by Solid Waste, Environmental Protection Law of
the People’s Republic of China and Energy Conservation Law of the
People’s Republic of China, with a view to controlling the amount of
emissions as well as resources conservation. Dongguan Tai Yang has
obtained the 1SO14001:2008 Environmental Management System
Certification and engaged a third-party company to carry out regular
inspection on pollutants, including wastewater and exhaust gas, for
factories to ensure that emissions are in compliance with the emission
requirements in Guangdong Province.

Wastewater

The industrial wastewater generated by Dongguan Tai Yang can be
classified as wastewater from cleaning and wastewater from water curtain
booth. Wastewater from cleaning is generated during the ultrasonic
cleaning process applied to remove dust or other impurities on the surface
of certain plastic parts, while wastewater from water curtain booth contains
organic solvents and inks generated during the process of spraying, which
is the pre-treatment of exhaust gas from spraying in water curtain booth
used by Dongguan Tai Yang. Dongguan Tai Yang reuses the wastewater
from water curtain booth after the filtration of residues and regularly
replaces and replenishes the water. Dongguan Tai Yang properly collects
the wastewater from cleaning and non-recyclable wastewater from water
curtain booth and deliver the wastewater to qualified units for central
treatment. The domestic wastewater from Dongguan Tai Yang will first
undergo grease trap and filtration treatment before septic tank treatment
to fulfil the standards as required under the Discharge Limits of Water
Pollutants (DB44/26-2001) in Guangdong Province before being
discharged to the municipal drainage system.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017

68

B RE

67 9. €7)) o8

AEEBEBNIREBEENRE  FTTRREE
ETER ARIRE - KM — H BRI ETHIRIER
BRERER - AR EAR KB KRS 2
ek « (R AR EFBIAGTRBEAE) « (Fh
EAREMBIEEEDSRRBER L) - (FE
ARKMBIRBREE)  (PFEAREFBEEL
BERES BB ERE RSN EIR
R K F D ERIS0140012008 R E B B B2 X R
B WEHEAE T HRAEMEN ST
BB BIEREK  BERS  MRERNMFEER
B HEBUREE -

&K

R RFEARN TEREKA D BB KBEKMKE
HEREIK o JEEREKIR B RIEERIR - BN EH 98
BRIR 2R T AT SR R IR EE ol HL M e B T T B A
TEYE o IKEEIBREKAIPRERER I - IR A
FEE AR P RAKERYERERETEE
B IEANESEERABFBRREK - "ot
KAFBKERBEKCERBRBERER  WEHE
BRMFTAK - BRAFZEWREFHEXRMT
AHERARKERREK  THEKXAEERD
BAEPEE - R KNFMEESKELEITR
HEE  ArBEBAEMEE  ERERECOK
55 2 BE TR B ) (DB44/26-2001) FT B SRy fZ %
% BEATTEER -



Environmental, Social and Governance Report

Exhaust Gas

Exhaust gas is generated during various production procedures of
Dongguan Tai Yang. Upon the collection of organic exhaust gas generated
during the processes of grinding, refining and moulding, Dongguan Tai
Yang ensures that such organic exhaust gas will meet the requirements
under the Emission Limits of Air Pollution (DB44/27-2001) in Guangdong
Province before emission at high altitude. Upon the collection of organic
exhaust gas generated during curing, printing and spraying, Dongguan Tai
Yang will treat the exhaust gas in accordance with standards including the
Emission Standard of Volatile Organic Compounds for Furniture
Manufacturing Operations (DB44/814-2010) and the Emission Standard of
Volatile Organic Compounds for the Printing Industry (DB44/815-2010) in
Guangdong Province. For example, exhaust gas is subject to pre-treatment
through water curtain booth to ensure the fulfillment of the standards
before emission at high altitude. In order to reduce fugitive emission of
exhaust gas during curing, printing and spraying, Dongguan Tai Yang
carries out the spraying process in sealed area and collects organic exhaust
gas at the exhaust outlet. Such organic exhaust gas will be treated by
activated carbon absorbers, together with the exhaust gas from curing and
printing, as well as the exhaust gas from spraying that has undergone pre-
treatment using the water curtain booth, before being emitted at high
altitude through emission chimneys.

Waste

The non-hazardous waste from Dongguan Tai Yang includes general
industrial solid waste and domestic garbage. During the production
process, non-hazardous waste materials such as plastics, silicone rubber
trimmings and disposed packaging materials are produced by Dongguan
Tai Yang, those non-hazardous waste materials are recycled by qualified
companies; while the domestic garbage from our staff will first be gathered
up by Dongguan Tai Yang before being transported by the environmental
hygiene authorities. Dongguan Tai Yang also complies with the relevant
national and local requirements for packaging, labelling and storing of
hazardous waste. The various types of hazardous waste materials, such as
waste oils, waste ink residues and waste cloths, are collected separately
with proper tags and labels to prohibit from being mixed with other
articles and to ensure safe subsequent transportation. The hazardous
waste, which is labelled and ready for treatment, is gathered by Dongguan
Tai Yang and then be collected by qualified units for further treatment.
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Resources Conservation

The Group places much emphasis on resources conservation and enhances
the energy efficiency of equipment by strengthening the maintenance and
operation standards of factory equipment. Apart from improving the
energy efficiency of equipment, we have also adopted the following
measures to enhance the efficiency in the use of resources, including:

Enhancing the efficiency in the use of raw materials: as silicone
rubber is a kind of environment-friendly material, Dongguan Tai
Yang cooperates with specific factories for recycling the silicone
rubber trimmings generated during the production process to
facilitate better use of raw materials;

Products packaging: Dongguan Tai Yang uses environment-friendly
packaging materials and makes use of recyclable packaging
materials to the fullest possible extent to avoid secondary pollution;

Raising the awareness of environmental protection: Dongguan Tai
Yang raises the awareness and standards of the staff towards
environmental protection through strengthening management and
providing training, and sets strict operation standards for the staff to
reduce the amount of exhaust gas and pollutants generated;

Strategic location of factories: as the production cycles of most of
our customers are relatively short, the production facilities of the
Group are strategically located in close proximity to our major clients’
factories in the PRC, in order to provide products to our customers
on time, as well as reducing the carbon emission from the
transportation;

Promotion of green office: Dongguan Tai Yang develops an annual
environmental objectives kick-off scheme to implement resources
conservation policies, such as setting the monthly consumption
amount of paper, water and electricity for every department, so as to
participate in resources conservation activities with the staff.
Dongguan Tai Yang also encourages the staff to reuse paper and use
email instead of paper for internal and external communications to
reduce the consumption of paper. In addition, it motivates the staff
to develop energy saving practices, such as configurating computers
to enter sleep mode while idling and regulating the temperature of
air-conditioners to reduce electricity consumption.
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Environmental, Social and Governance Report

EMPLOYEES FIRST

Employment

On the back of staff commitment and contribution, the Group has been
able to establish its presence in the manufacturing industry of silicone
rubber products for years. We strongly believe that good employment
policies are conducive to attracting and retaining talent, promoting the
Group's sustainable development and long-term stability, and enabling the
Group to continue to stand out in the industry.

Rights, Interests and Benefits of Employees

The Group has set up human resources procedures to regulate and
manage recruitment activities, and carries out its recruitment process in a
fair and just manner to attract suitable employees in strict compliance with
relevant laws and regulations, such as the Labour Law of the People’s
Republic of China and Labour Contract Law of the People’s Republic of
China. Our recruitment process, which is mainly conducted by the human
resources department centrally, attracts talents through different
recruitment channels and ways. Applicants can enjoy equal employment
opportunities as long as they satisfy the job requirements, regardless of
their ethnicity, colour, age, gender, religion, marital status and fertility
status. To prevent employment of child labour, the Group requires the
applicants to produce their proof of identity to ensure that they have
reached the legal working age. The employment contract also sets out
important details such as the job duties, locations and working hours of the
staff to protect their rights and interests and put an end to forced labour.
For departing employees, the Group will pay the outstanding wages on
time as required by relevant laws and regulations.

In accordance with respective local laws and regulations, the Group
ensures that the working hours of our employees meet the relevant
requirements, and they are entitled to rest days and statutory paid holidays
with wages in line with local minimum wage standards. To cater for the
needs of different positions, Dongguan Tai Yang has adopted three
working hour systems, which are the standard working hour system, the
flexible working hour system and the comprehensive working hour system
respectively. In order to maintain work-life balance for our staff, the Group
does not encourage working overtime. In case the factories need to extend
working hours owing to production needs or special reasons, Dongguan
Tai Yang will provide overtime pay or compensatory leave in accordance
with relevant regulations. In addition to basic remuneration and leaves, the
Group handles social insurance procedures for our staff, such as
endowment, medical care, unemployment, employment injury and
maternity, and provides them with long service payment, rewards and
allowances to commend for their dedication.
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The Group organizes a variety of activities regularly to encourage our staff
to strike a balance between life and work. For example, activities held by
Dongguan Tai Yang during the Year included family days, birthday parties
and film screenings. We also aim to foster a sense of belonging within the
Group and facilitate mutual communications among different departments
by organizing certain sports contests. For instance, Dongguan Tai Yang has
held a sports gala and a water polo match during the Year.

Employee Training and Development

The Group is well aware that offering promotion prospects is an important
element of appointment policies, and a fair and just promotion mechanism
is crucial for building an excellent team. We offer promotion opportunities
to outstanding employees based on the capability, experience and
performance of each employee. Moreover, given that the expertise and
knowledge of our staff is contributing to the success of the Group, we have
invested resources in providing various trainings for the staff at each level
to cope with our operation policies and future development needs, as well
as to enrich their knowledge, enhance their efficiency, and stimulate their
potential.

To assist new employees to adapt to the workplace as soon as possible,
Dongguan Tai Yang provides them with orientation training which enables
them to have a better understanding of the company's profile, corporate
culture and management system. New employees are also required to
participate in induction training organized by their respective units
according to the needs of their positions, which mainly covers job
knowledge, basic operational skills and standards, safety, environmental
management systems of the relevant positions. The employees will
officially start working upon passing the job assessment tests taken after
training. Dongguan Tai Yang also assists reassigned employees to acquire
the necessary skills and knowledge for the new positions by providing
reassignment training for them. Apart from providing basic training to the
staff, Dongguan Tai Yang also integrates the staff's annual performance
appraisals with the Company’s annual training plans to provide courses
related to job knowledge, skills and professional qualifications of the
positions for the staff on a regular basis to enhance their performance and
capability. Furthermore, Dongguan Tai Yang encourages the staff to receive
external training such as training sessions, seminars and professional
qualifications assessments organized by external organizations, and
provides them with training subsidies to support their continuing
professional development.
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Health and Safety

A positive work environment and healthy workforce serve to boost the
Group's long-term development. The Group has implemented a series of
measures and systems to facilitate the execution of work safety while
strictly complying with relevant laws and regulations such as the Work
Safety Law of the People’s Republic of China. We have introduced a reward
and punishment system under which we reward employees who perform
outstandingly in work safety and punish those who violate the rules. The
Group has established a comprehensive work safety system, which covers
a range of work safety tasks, whereby we can prepare for predictable
sudden incidents to minimize their impact. Adhering to our prevention-
oriented approach, we also commit ourselves to protecting staff safety by
setting up comprehensive precautionary measures.

Work Safety System

Dongguan Tai Yang adopts a clearly defined top-down work safety
accountability system, under which the staff at each level bear the
responsibility to put the safety policy into practice. Dongguan Tai Yang has
established the Work Safety Committee ("WSC") which is responsible for
work safety management, including researching and devising work safety
technical measures and labor protection schemes, organizing and
monitoring work safety inspections as well as handling safety-related
incidents. For example, the WSC arranges different kinds of work safety
inspections, including annual or more frequent safety inspections of the
factories, weekly or more frequent safety inspections of each production
unit and daily inspections of all special jobs and equipment, to ensure the
smooth running of production.

Under the work safety accountability system, each production unit has to
set up a work safety task force which is responsible for providing work
safety education, formulating implementation details and operation
procedures for work safety and carrying out the instructions of the WSC to
ensure work safety. All machine rooms and production teams have safety
personnel in place to oversee the production process. According to the
work safety system of Dongguan Tai Yang, machine operators, as well as
employees who handle dangerous materials, have to obtain relevant
licences. To prevent accidents, employees must pass professional
assessments to carry out duties independently.

Prevention and Handling of Accidents

The Group strictly abides by laws and regulations, such as the Fire
Protection Law of the People’s Republic of China and Law of the People’s
Republic of China on Prevention and Control of Occupational Diseases, and
has established a system to prevent and handle emergencies. To prevent
accidents, the Group has formulated precautionary measures and
strengthened safety training to enhance the safety awareness of
employees. The Group has set out detailed solutions to address
emergencies such as fire, flood and chemical leakage to reduce casualty
and losses arising from accidents.
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Dongguan Tai Yang has a wide range of safety education measures,
including posting slogans and distributing leaflets in all departments,
workshops and teams as well as hosting activities like “Work Safety Month”
and "Walk for Work Safety”, to promote national work safety approaches,
policies and relevant laws and regulations to the employees. Dongguan Tai
Yang organizes fire drills quarterly to improve staff's ability in handling
emergencies. Moreover, during the process of manufacturing silicone
rubber products, employees may be exposed to chemicals. Dongguan Tai
Yang has installed ventilation equipment, such as pumping ventilators,
axial flow ventilators and updraft ventilation systems, and has also provided
employees with sufficient protective gear, such as protective masks and
gloves, to reduce the impact of chemicals on employees’ health.
Meanwhile, Dongguan Tai Yang arranges annual medical check-up for
employees and regular assessment by third-parties on the working
environment of factories to safeguard employees’ health.

OPERATING PRACTICES

Quality Assurance

The Group has always been placing great emphasis on product quality to
protect the rights of customers. We stringently manage suppliers to avoid
any impact on products by raw materials and adopt strict quality control
over the production process.

Management of Suppliers

During the procurement process, the Group will give priority to those
suppliers on the List of Qualified Suppliers. When selecting new suppliers,
we will conduct assessment on the capacity of the suppliers in production,
inspection and delivery and obtain sample materials for assessment. The
Group conducts regular assessment on suppliers. For instance, Dongguan
Tai Yang will carry out on-site assessment of the suppliers who provide key
materials to ensure that the suppliers meet the production requirements.
Dongguan Tai Yang will also assess the raw materials to ensure that the
material specifications from the suppliers meet the environmental
requirements of the customers and comply with relevant laws and
regulations. In connection with the product subcontractors, as well as
suppliers which provide key materials for products, Dongguan Tai Yang will
even conduct monthly inspections on the product quality, delivery time
and services. The suppliers are rated on a scale ranging from “excellent”,
"good”, “passed” and “failed”. Suppliers who are rated as “failed” may be
directly disqualified; suppliers who are rated as “passed” have to submit
improvement reports. If suppliers are rated as “passed” for two consecutive
months and have not carried out actions for improvement, Dongguan Tai
Yang will remove the suppliers from the List of Qualified Suppliers. By
managing the assessment of suppliers, the potential risk of the supply
chains on product quality can be mitigated.

74 TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017

REXFNZEHRAETERLEZ  BREESS
Pl ERMITERMEEERREEEER - Al
BIR2EEAI RIZ2EEBET] HEH
EhmETHEERNRZEEETH  BEKEH
ERESR c REAFBFHEETAERE IR
THETESEEEN - B E%mﬁﬁﬂ%éuué’\]

BER - BT EHESEBIEEYR - REA

NMEREHREE - QDEETE/}ILH&E EEEEHIML
B MR ERRSE  BRETIRHEZ N
&I A BEh#& Dgﬂlﬁﬁ EFEZ - AURE
1t ;S]iTE\I@rmg;%C’HHT RE /ii%,%l
IZHFERHBRE  WEHTHE=ZFHETH

B ITERERE 1%@,5%1&_}2

EERH

AEE-—MERERRYE  REZPEZ - B
BRERHER BeERXEMHTE X4
EEBERDEEZNMEEE -

HERERE

FRERREFR  AEBELEZEB(ABRHERS
8 EROEER - BETHERR  HMASHE
BEEEANLEE B XEZENETEE
W REUM B R ERE - NEBE e T HEEERD
HEITRHE - PINE R IR AL RIR B S EA R A L FE
7 R XFSETRS TG - mREER
HEEEZR - REKXFNETERBEE - A
ERHEFREEOMEARTEEPHRIREXK
MIBERER o STHERIIND A RIRHEE R
BMRRAMHER REAfEeRHEERRE -
?&E%ﬁ&ﬁﬁ% FEETE A - HEHERN
TN EFA N AEES] [RIF] [ BRI
Al - AR BITERIMEEREHSERK
EER MALAIEHE] AHREFITEERER
WERE - AHEREEMBEAZTLAEAETE
B MR AERERETE  REAFSREZ
HERE [ AR EER] WER - BRHEERD
AR - REEEEEEMMENETRR -



Environmental, Social and Governance Report

Product Quality Management

The Group attaches great importance to product quality. In addition to
compliance with relevant laws and regulation, such as the Product Quality
Law of the People’s Republic of China and Work Safety Law of the People's
Republic of China, we have also established stringent quality management
procedures for the whole process from the receipt of raw materials to the
despatch of products to ensure the preciseness and quality of each process
and fulfil the quality requirements of customers and the Group. Dongguan
Tai Yang has obtained 1S09001:2008 and ISO/TS16949:2009 certification in
Quality Management System.

Upon receipt of raw materials, the warehouse staff of Dongguan Tai Yang
will promptly examine the goods according to the materials and
procurement requirements, and the quality control department will
examine the appearance and functions of such raw materials on a random
sampling basis. If the raw materials pass the preliminary check, the quality
control department will stamp a qualifying mark on the particular batch of
raw materials for storage in the warehouse. If the raw materials fail to pass
the preliminary check, the quality control department would reject the
batch and request for a follow-up from the supplier to avoid any misuse of
unqualified raw materials. During the process of production, inspectors
from Dongguan Tai Yang will carry out inspections in accordance with
policies and practices set by the Group. Other than inspecting the
operation of equipment, they will also correct any improper operation by
the staff in order to ensure the quality of finished goods. In each of the
production process, Dongguan Tai Yang deploys inspectors for a
comprehensive inspection of the products. All uninspected products will
not go through the next process. Before the outbound of finished goods,
the quality control department will carry out another inspection of the
products. Any unqualified product detected in the product inspection are
set aside to avoid being mixed up and inspectors will take record of the
unqualified products. As for the storage, Dongguan Tai Yang posts “No
Smoking” signs in all storage areas to prevent accidents and also monitors
the temperature and humidity of the warehouse to ensure that the
products are properly stored. In case of any outbound of unqualified
products, Dongguan Tai Yang would inform the quality control
department, operations department and other relevant departments and
contact the customers for a follow-up.
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Customer-oriented

The Group has always adhered to a customer-oriented approach and
committed to the provision of quality services for customers. As such, the
Group adopts a proactive attitude to understand client satisfaction,
formulate corresponding policies and enhance service quality. The quality
control department of Dongguan Tai Yang is responsible for the
distribution, collection, sorting and analysis of customer survey
questionnaire. The scope of survey covers the opinions and suggestions of
customers towards the quality, price, appearance or package of our
products, as well as our service attitude and quality, our response to
complaints and our delivery capacity. Through sorting and analysing the
opinions and suggestions of customers, the Group can have a better
understanding of customers’ needs in order to provide services with higher
quality. Customers may also file complaints towards our products by
means of phone, fax or mail. The Group will take every complaint seriously
and reply to it as quickly as possible.

To safeguard customer data and the confidential information of the Group,
we specifically request our senior management and senior technicians to
undertake confidentiality obligations, who are required to comply with the
Non-Compete Clause within two years after the termination of their
employment contracts. If customers request for extra measures to protect
their intellectual property, the Group will also enter into confidentiality
agreements with them in full respect for their privacy. Furthermore, we
abide by the laws and regulations against corruption, blackmail, fraud and
money laundering, such as the Criminal Law of the People’s Republic of
China, and forbid all employees to engage in any malpractice or fraud in
the name of the Group. Any employee who is in breach of the rules may be
dismissed or even held criminally liable.

COMMUNITY ENGAGEMENT

While continuously seeking business opportunities and expediting
business growth, the Group has been proactive in community
engagement with an aim to pay back to society. The Group also
encourages all employees to actively participate in community and
voluntary work to advocate the spirit of caring and helping. During the
Year, employees of every department in Dongguan Tai Yang actively took
part in the voluntary non-remunerated blood donation program. Besides,
in response to the “Guangdong Poverty Relief Day and Dongguan Charity
Day” this Year, Dongguan Tai Yang invited its employees to support the
activity through donating money or other materials to help the
underprivileged in the society. All the cash raised by Dongguan Tai Yang
during the activity has been donated to the “Guangdong Poverty Relief
Day” activity.
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The Directors have pleasure in presenting their annual report and the
audited consolidated financial statements for the year ended 31 July 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the Company’s principal subsidiaries are design and
manufacture of silicone rubber input devices which are mainly used in
lifestyle products and 4Cs (i) Consumer (consumer electronic devices), (ii)
Computers (keypads for computers and notebooks), (i) Communications
(mobile phone peripheral products), and (iv) Cars (automotive peripheral
products). In addition, the Group has penetrated into healthcare and hotel
services. Particulars of the Company’s principal subsidiaries are set out in
Note 52 to the consolidated financial statements. The nature of the
principal activities of the Group has not changed during the year.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company are set out in
the consolidated statement of profit or loss on page 102 of this annual
report and in the accompanying notes to the consolidated financial
statements.

The Board has not recommended the distribution of a final dividend for the
year ended 31 July 2017 (31 July 2016: nil). Details are set out in Note 15 to
the consolidated financial statements.

BUSINESS REVIEW

A fair review of the Group’s business during the year, a discussion on the
Group’s future business development, an analysis of the Group’s
performance during the year and the material factors underlying its results
and financial position are included in the “Management Discussion and
Analysis” section on pages 26 to 32 of this annual report. Description of
possible risks and uncertainties that the Group may be facing can be found
throughout this annual report, such as “Risk Management and Internal
Control” section on pages 58 to 60 of the Corporate Governance Report.

Particulars of important events affecting the Company that have occurred
since the end of the financial year 2017 can also be found in Note 53 to the
consolidated financial statements.

An analysis of the Group’s performance during the year is provided in the
“Financial Review” section on pages 26 to 29 and “Five Years Financial
Summary” on page 222 of this annual report.

In addition, discussions on the Group’s environmental and social policies
are contained in “Environmental, Social and Governance Report” on pages
67 to 76 of this annual report.
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SHARE CAPITAL

Details of movements of the share capital of the Company during the year
are set out in Note 40 to the consolidated financial statements.

ULTIMATE HOLDING COMPANY

Lyton Maison Limited is the controlling shareholders of the Company as at
the year ended 31 July 2017 and also the ultimate holding company of the
Company. The ultimate controlling party of the Group is Ms. Shi Qi, the
Chairlady of the Board, the Chief Executive Officer and an executive
Director of the Company. She is the sole director and the ultimate
beneficial owner of Lyton Maison Limited.

As at 31 July 2017, Lyton Maison Limited directly held 50.11% of the then
issued share capital of the Company.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$48,940,000 on
additions to property, plant and equipment mainly for the expansion and
enhancement of its production capability.

Details of movements in the Group's property, plant and equipment during
the year are set out in Note 19 to the consolidated financial statements.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the Group
for the last five financial years is set out on page 222 of this annual report.
This summary does not form part of the audited consolidated financial
statements.

DISTRIBUTABLE RESERVES AND RESERVES

As at 31 July 2017, the Company’s reserve available for distribution
amounted to HK$103,545,000 (2016: HK$40,956,000).

Movements in reserves of the Company during the year and the
distributable reserves of the Company as at 31 July 2017 are set out in Note
51 to the consolidated financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers of the Group accounted for
approximately 40.9% of the total revenue of the Group and the largest
customer accounted for approximately 13.7% of the total revenue.

The aggregate purchases attributable to the Group's largest supplier and
five largest suppliers taken together accounted for approximately 8.4% and
29.0% of the Group's total purchase for the year.

None of the Directors, their associates, or any shareholder of the Company
(which to the knowledge of the Directors own more than 5% of the
Company's issued share capital) has any interest in any of the Group's five
largest suppliers and customers.

DIRECTORS

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

Executive Directors

Ms. Shi Qi (Chairlady and Chief Executive Officer)
Ms. Xu Chendi

Mr. Qiu Yonghao

Mr. Huang Te-Wei

Non-Executive Directors

Mr. Gao Feng
Mr. Han Lei
Ms. Wang Yayuan (appointed on 19 December 2016)

Independent Non-Executive Directors

Ms. Zhang Lijuan

Mr. Yeung Chi Tat (resigned on 10 September 2017)
Mr. Pak Wai Keung, Martin

Ms. Lian Yi (appointed on 19 December 2016)

Pursuant to Article 86(3) of the Company’s Articles of Association, Ms. Wang
Yayuan and Ms. Lian Yi, being newly appointed Directors, will hold their
office until the forthcoming annual general meeting and, being eligible,
offer themselves for re-election.

Pursuant to Article 87(1) of the Company’s Articles of Association, Ms. Shi
Qi, Ms. Xu Chendi and Mr. Qiu Yonghao, will retire by rotation at the
forthcoming annual general meeting and, being eligible, offer themselves
for re-election.
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INDEPENDENT NON-EXECUTIVE DIRECTORS’
CONFIRMATION

The Company has received from each of the independent non-executive
Directors an annual confirmation of his/her independence to Rule 3.13 of
The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (the “Listing Rule”) and as at
the date of this report still considers that all of the independent non-
executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

As at 31 July 2017, none of the Directors proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company which is not determinable by the Company within one year
without payment of compensation, other than statutory compensation.

EMOLUMENT POLICY

The emoluments of the Directors of the Company are recommended by
the Remuneration Committee, and decided by the Board, as authorised by
shareholders in the annual general meeting, having regard to the
Company’s operating results, individual performance, experience,
responsibility, workload and comparable market securities. No Director is
involved in deciding their own remuneration.

Details of the remuneration policy for the Directors and senior
management of the Group are set out in Remuneration Report under the
heading “Remuneration Policy” on pages 62 to 63 of this annual report.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the Directors of the Company and the five
highest paid individuals of the Group during the year under review are set
out in Note 18 to the consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS

Directors’ Interests

As at 31 July 2017, the interests and short positions of the Directors and the
Chief Executive of the Company in the Shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the "SFO"))
as recorded in the register required to be kept by the Company under
section 352 of the SFO or otherwise required to be notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code")
contained in the Listing Rules, were as follows:

Long Positions in Shares and Underlying Shares in the Company

ShiQi Interest of a controlled 436,540,400
5% corporation
R AR
Huang Te-Wei Beneficial Owner 1,330,000
BER ERHEAA
Notes:
1. Based on 871,178,000 Shares in issue as at 31 July 2017.
2 Lyton Maison Limited, a limited company incorporated in the British Virgin

Islands, solely owned by Ms. Shi Qi, is interested in 436,540,400 Shares.
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Save as disclosed above, as at 31 July 2017, none of the Directors and the
Chief Executive of the Company had any interest or short position in the
Shares, underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the SFO) which
were required (a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they were taken or deemed to have under such
provisions of the SFO); or (b) pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (c) notified to the Company
and the Stock Exchange pursuant to the Model Code.

SHARE OPTION SCHEMES

The Company maintains two share option schemes, namely the Pre-IPO
share option scheme and the Post-IPO share option scheme for the
purpose of recognising the contribution of certain executive Directors and
employees of the Group and retaining them for the continual operation
and development of the Group. Both schemes were approved by the
written resolutions of the sole shareholder passed on 16 May 2007 and
expired on 15 May 2017.

Under the Share Option Schemes, the Board may, at its discretion, offer any
employee (including any Executive Director) of the Group, options to
subscribe for Shares in the Company subject to the terms and conditions
stipulated in the two schemes.

The Pre-IPO Share Option

The major terms of the Pre-IPO share option scheme adopted on 16 May
2007 ("Pre-IPO Share Option Scheme”) were summarised as follows :

(@) Purpose of the Scheme
The purpose of the Pre-IPO Share Option Scheme is to recognise the
contribution made by the executive Directors and the employees of
the Company prior to the listing of Shares on Stock Exchange.

(b) Participants of the Scheme
Pursuant to the Pre-IPO Share Option Scheme, the Company may
grant options to any full-time or part-time employee of the Company
and/or any its subsidiaries, including any executive Director or any of
its subsidiaries but excluding any non-executive Director of the
Company or any of its subsidiaries.

(c) Total number of Shares available for issue under the Scheme

The total number of Shares in respect of the Scheme may be granted
under the Pre-IPO Share Option Scheme is 9,070,000 Shares.

The maximum number of Shares which may be issued upon exercise
of outstanding options granted and yet to be exercised under the
Scheme of the Company shall not exceed 30% of the total number
of Shares in issue from time to time.
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(d)

(e)

(f

(9)

(h)

Maximum entitlement of each participant

The maximum entitlement for any one participant is that the total
number of Shares issued and to be issued upon exercise of the
options granted and to be granted to each participant (including
both exercised and outstanding options) in any 12 months period
must not exceed 1% of the total number of Shares in issue.

Time of exercise of options

An option granted under the Pre-IPO Share Option Scheme is
exercisable at the subscription price of HK$2.20 per Share (subject to
adjustment and vesting period). If a grantee does not cease to be
Participant from the date of grant of options (i.e. 16 May 2007) to
him up to the business date immediately prior to the date of the 1st
anniversary (“Anniversary”) of the Listing Date, the grantee may
exercise up to 1/5 of the options granted to him on or after the date
of the 1st Anniversary. In the event that the grantee does not cease
to be a Participant up to the business day prior to the date of the
2nd, 3rd, 4th and 5th Anniversary, he is entitled to exercise an
addition of up to 1/5 of the options granted to him on or after the
relevant date of Anniversary respectively.

The subscription price per share

The subscription price per share under the Pre-IPO Share Option
Scheme is HK$2.20 per share representing approximately 37.1%
discount to the international offering price (assuming the offer price
is the maximum of HK$3.50 per share).

Payment on acceptance of option

A non-refundable sum of HK$1.00 by way of consideration for the
grant of an option is required to be paid by each of the grantee
upon acceptance of the granted option.

Remaining life of the Scheme

The Pre-IPO Share Option Plan have no remaining life as no further
options may be granted but the provisions of the Pre-IPO Share
Option Scheme shall in all other respects remain in force and effect
and options which are granted during the life on the Pre-IPO Share
Option Scheme may continue to exercise in accordance with the
respective terms of issue.

On 16 May 2007, the Company granted 9,070,000 options under the
Pre-IPO Share Option Scheme. No further options would be granted
under the Pre-IPO Share Option Scheme on or after the listing date
of the Company i.e. 8 June 2007.

(d)

(e)

(f)

(9)

(h)
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The Post-IPO Share Option Scheme

The major terms of the Post-IPO Share Option Scheme adopted on 16 May
2007 ("Post-IPO Share Option Scheme”) were summarised as follows:

(a)

(b)

(c)

84

Purpose of the Scheme

The Post-IPO Share Option Scheme is a share incentive scheme and
is established to recognise and acknowledge the contribution of the
participants. The Post-IPO Share Option Scheme will provide the
participants an opportunity to have a personal stake in the Company
with the view to achieving the following objectives:

motivate the participants to optimise their performance
efficiency for the benefit of the Group; and

attract and retain or otherwise maintain on-going business
relationship with the participants whose contributions are or
will be beneficial to the long-term growth of the Group.

Participants of the Scheme

Participants of Post-IPO Share Option Scheme include (i) eligible
employees (whether full time or part time employee including any
executive Director) of the Group and any invested entity; (i) any non-
executive Director (including independent non-executive Directors),
any of its subsidiaries or any invested entity; (iii) any suppliers of
goods or services to any member of the Group or any invested
entity; (iv) any customer of the Group or any member of the Group;
(v) any consultant, advisor, manager, officer or entity that provides
research, development or other technological support to the Group
or any invested entity.

Total number of Shares available for issue under the Scheme
The total number of Shares which may be issued upon exercise of all
option to be granted under the Post-IPO Share Option Scheme and
any other share option schemes of the Company must not in
aggregate exceed 10% of the total number of Shares in issue at the
date of approval of the Post-IPO Share Option Scheme (i.e.16 May
2007). The Company may seek approval of the shareholders in
general meeting to renew the said 10% limit such that the total
number of Shares in respect of options that may be granted under
the Post-IPO Share Option Scheme or any other share option
schemes of the Company shall not exceed 10% of the total number
of Shares in issue as at the date of approval to renew the limit.
Notwithstanding the above, the maximum number of Shares which
may be issued upon exercise of all outstanding options granted and
yet to be exercised under the Post-IPO Share Option Scheme and
any other share option schemes of the Company shall not exceed
30% of total number of Shares in issue from time to time.
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(d)

(e)

(f

(9)

(h)

Maximum entitlement of each participant

The maximum entitlement for any one participant is that the total
number of Shares issued and to be issued upon exercise of the
options granted and to be granted to each participant (including
both exercised and outstanding options) in any 12 months period
must not exceed 1% of the total number of Shares of the Company
in issue. Any further grant of options in excess of the said 1% limit
shall be subject to shareholders’ approval in general meeting with
such participant and his or her associates abstaining from voting.

Timing of exercise of options

The period during which an option may be exercised will be
determined by the Board in its absolute discretion and in any event
such period shall not be longer than 10 years after the date of grant
of the option.

The subscription price per Share

The subscription price per share in respect of an option granted
under the Post-IPO Share Option Scheme is such price as determined
by the Board of the Company at the time of the grant of the options,
but in any case the subscription price shall not be lower than the
higher of:

the closing price of the Shares as stated in the daily quotation
sheets issued by the Stock Exchange on the date on which the
options are offered, which must be a business day;

the price being the average closing price of the Shares as
stated in the daily quotation sheets issued by the Stock
Exchange for the five business days immediately preceding
the date of offer of the options; and

the nominal value of a Share on the date of offer.

Payment on acceptance of options

A non-refundable sum of HK$1.00 by way of consideration for the
grant of an option is required to be paid by each of the grantee
upon acceptance of the granted options.

Duration of the Scheme

The Post-IPO Share Option Scheme will remain in force for a period
of 10 years from its adoption date (i.e.16 May 2007). However, the
Company may terminate the Post-IPO Share Option Scheme prior to
such period and in such event no further option may be granted but
options granted prior to such termination shall continue to be valid
and exercisable in accordance with the terms of Post-IPO Share
Option Scheme.

(d)

(e)

(f)

(9)

(h)
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EFEERE

As at the date of expiration of both Pre-IPO Share Option Scheme and Post-
IPO Share Option Scheme (i.e. 15 May 2017), there is no outstanding share
option.

The other principal terms of the Pre-IPO Share Option Scheme and Post-
IPO Share Option Scheme are set out in the Prospectus of the Company.

Details of specific categories of options are as follows:

RERARBEEHBRE B R ERARMBEER
BREAEERRH(AN-_E—+Fn R +1n
B) - SRR ARTTE 2 BEARHE -

BRARBEMBRETINERAFAEERE
PRHER Bl E M E 2 IERBERARRNERER
A o

BRER EERNFHBNT

Pre-IPO Share Option Scheme 16 May 2007 08.06.2008— HK$2.20
(“Share Option Scheme ") ZEEEFRATAH 15.05.2017 220%7T
EVNGE: - S
(st &)
Post-IPO Share Option Scheme 24 December 2009 24.06.2010- HKS$0.96
(“Share Option Scheme II-First Grant”) —ETNF+ZA=Z+mMAE 23.12.2019 0.96 78T
BRRRBEEERETE
(BB MERT & 1- B R 1)
Post-IPO Share Option Scheme 11 January 2011 11.07.2011- HKS$1.05
(“Share Option Scheme II-Second Grant”) —E——F—HA+—H 10.01.2021 1.0587C

BRAFRBERERES
([EERRRERT &1 88 —IRIK 1)

During the year, there is no movements in the share options and no share
option was granted under the Pre-IPO Share Option Scheme and Post-IPO
Share Option Scheme.
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INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS

As at 31 July 2017, so far as is known to the Directors, the following person
(other than Directors and Chief Executive of the Company) has interest or
short position in the Shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provision of Divisions
2 and 3 of Part XV of the SFO and are recorded in the register kept by the
Company under section 336 of the SFO:

Long positions in the Shares and Underlying Shares

Report of the Directors
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R-ZE—+tFtA=1+—8 G RESHMA - UT
AT (BRARBEZEREZITRABIN RARAE
& 1 Sk AR A A% 1 78 B AR VR #8 % S HR B 1601 25 XV &
FoR3DEREBMARREERDENREARA
AIARIRRE %&%ﬁ;ﬂﬂﬁﬂ%336{|%T?EE’\J’§:§BHHEP
Mz SR B

REROREBERONER

Beneficial Owner

ESBAA

Lyton Maison Limited

Mason Resources Finance
Limited

RRERHBARAT

Person having a security interest in Shares

R REERERZAL

Mason Group Holdings Limited
KREBERERAF

Interest of controlled corporation

REH R ER
Notes:

m Based on 871,178,000 Shares in issue as at 31 July 2017.

(2) Lyton Maison Limited, a limited company incorporated in the British Virgin
Islands, solely owned by Ms. Shi Qj, is interested in 436,540,400 Shares.

3) Mason Resources Finance Limited, having a security interest in 436,540,400
Shares held by Lyton Maison Limited, is indirectly wholly-owned by Mason
Group Holdings Limited.

Save as disclosed above, as at 31 July 2017, the Company was not notified
by any person (other than Directors and Chief Executive of the Company)
who has an interest or short position in the Shares, or underlying Shares
which would fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company under
section 336 of SFO.

436,540,400 50.11% 2
436,540,400 50.11% 3
436,540,400 50.11% 3
Hrat
m BER-_Z-—tHFLtA=+—-BEETT

871,178,000 IR % {5 51 & °

(2)  Lyton Maison Limited & 7 X B & X # & T fit
RIBBERRAR Hﬂﬁ@ﬁﬁti?ﬁé%&ﬁ »
436,540,400 IR AR fp h HE 25

?3) ERE BRI A R A 7 (5 Lyton Maison Limited 43
B 2 436540400 IRAR D R HE B AR ) BIXR &
EERERAREEZEEZERES -

BREXHBEEEN RZB—tFLtHA=+—
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EFERS

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the year was the Company, any
of its holding companies, subsidiaries or fellow subsidiaries a party to any
arrangements to enable the Directors or the chief executives of the
Company or any of their respective spouses or children under 18 years of
age to acquire benefits by means of the acquisition of Shares in, or
debentures of, the Company or any other body corporate.

DIRECTORS’ INTEREST IN CONTRACTS

No contract of significance, to which the Company, any of its holding
companies, subsidiaries or fellow subsidiaries a party and in which a
Director of the Company had material interest, whether directly or
indirectly, subsisted at the end of or at any time during the year, nor had
there been any contract of significance entered into between the Group
and a controlling shareholder of the Company during the year ended 31
July 2017.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company'’s Articles of Association, every Director or other
officer of the Company shall be entitled to be indemnified out of the assets
of the Company against all losses or liabilities which he/she may incur or
sustain in or about the execution of the duties in his/her office or otherwise
in relation thereto. The Company has arranged appropriate directors’ and
officers’ liability insurance coverage for the Directors and officers of the
Group during the year.

EQUITY-LINKED AGREEMENTS

Other than the share option schemes of the Company as disclosed above,
no equity-linked agreements that have, will or may result in the Company
issuing shares or that require the Company to enter into any agreements
that have, will or may result in the Company issuing shares were entered
into by the Company during the year or subsisted at 31 July 2017.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 July 2017, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company's listed
securities.

COMPETING INTERESTS

As at 31 July 2017, in so far as the Directors were aware, none of the
Directors or their respective associates had any interest in a business that
competed or was likely to compete with the business of the Group.
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PRE-EMPTIVE RIGHTS

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

PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of its Directors, as at the date of this report, there is
sufficient public float of not less than 25% of the Company’s issued Shares
as required under the Listing Rules.

AUDIT COMMITTEE

The Company has established an audit committee (the “Audit Committee”)
with written terms of reference in compliance with the Listing Rules. The
primary duties of the Audit Committee are to review and supervise the
financial reporting process, to discuss the risk management and internal
control system of the Group with management, and to review the
Company's annual report and half-yearly reports to provide advice and
comments thereon to the Board. As at the date of this annual report, the
Audit Committee comprises of Mr. Pak Wai Keung, Martin (Chairman), Ms.
Zhang Lijuan and Ms. Lian Yi, all of whom are independent non-executive
Directors of the Company.

The Audit Committee has reviewed the Group’s annual results for the year
ended 31 July 2017 in conjunction with the Company’s auditors.

CORPORATE GOVERNANCE

The Company has complied with the code provisions set out in The Hong
Kong Stock Exchange's Corporate Governance Code and Corporate
Governance Report (the “CG Code”), Appendix 14 of the Listing Rules
during the year and up to the date of this annual report, except Code
Provision A.2.1, A.2.7 and C.1.2. Details are set out in the Corporate
Governance Report on pages 34 to 62 of this annual report.

RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTIONS

During the year ended 31 July 2017, the Group entered into transactions
with related parties, details of which are set out in Note 48 to the
consolidated financial statements. None of these related party transactions
constitutes a connected transaction or a continuing connected transaction
of the Group as defined in and required to be disclosed under Chapter 14A
of the Listing Rules.
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EFERS

CLOSURE OF REGISTER OF MEMBERS

In order to determine members who are entitled to attend the annual
general meeting of the Company to be held on 14 December 2017 (“2017
AGM"), the register of members of the Company will be closed from
Tuesday, 12 December 2017 to Thursday, 14 December 2017, both days
inclusive, during which period, no transfer of shares can be registered. All
transfers accompanied by the relevant share certificates must be lodged
with the Company’s Hong Kong Branch Share Registrar and Transfer Office,
Union Registrars Limited at Suites 3301-04, 33/F., Two Chinachem
Exchange Square, 338 King's Road, North Point, Hong Kong, not later than
4:30 p.m. on Monday, 11 December 2017

AUDITORS

The accounts for the year ended 31 July 2017 have been audited by Messrs.
SHINEWING (HK) CPA Limited, who will retire and, being eligible, will offer
themselves for re-appointment at the 2017 AGM. A resolution will be
proposed at the 2017 AGM of the Company for the re-appointment of
Messrs. SHINEWING (HK) CPA Limited as auditor of the Company.

On behalf of the Board

Shi Qi
CHAIRLADY AND CHIEF EXECUTIVE OFFICER
Hong Kong

24 QOctober 2017
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Independent Auditor’s Report

SHINEWING (HK) CPA Limited
43/F., Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

ko
Shinewing

TO THE MEMBERS OF TA YANG GROUP HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Ta Yang Group
Holdings Limited (the “Company”) and its subsidiaries (collectively referred
to as the "Group”) set out on pages 102 to 221, which comprise the
consolidated statement of financial position as at 31 July 2017, and the
consolidated statement of profit or loss, the consolidated statement of
profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 July 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
BB IR

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

Impairment of property, plant and equipment and prepaid lease
payments

Valuation of investment properties
Valuation of inventories
Impairment assessment of trade receivables

Impairment assessment of deposits for acquisition of land use rights
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Impairment of property, plant and equipment and prepaid

lease payments

Refer to notes 19 and 21 to the consolidated financial statements and the
accounting policies on pages 133 to 134 and 128 to 129 respectively.

The key audit matter
BAREZER

As at 31 July 2017, the carrying amounts of property,
plant and equipment and the prepaid lease payments
were approximately HK$249,971,000 and
HK$233,881,000 respectively.
RZT—tFLA=+—0 D% BEREBAK
TR ERIE R BRE A 9 5l & #) 249,971,000 7T K&
233,881,000 7T ©

We have identified the impairment of property, plant
and equipment and prepaid lease payments as a key
audit matter because of their significance to the
consolidated financial statements and the involvement
of a significant degree of judgements and estimates
made by the management for the profit forecasts and
cash flows projections for the value-in-use calculations
and the fair value calculation made by the independent
valuer.

BT - BB KRB A RTENHEFIERE SR
RARELZFERE REAREHGEMBERRNEE
e W RER BN R EREEFENERES
METRA R B A EMAEN A TFEAEELER
HEr R A ET
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How the matter was addressed in our audit

BRNFRNARERZER

Our procedures were designed to review the management'’s
assessment on the indication of possible impairment and the
reasonableness of the judgements and estimates used by the
management in the value-in-use calculations and the fair value
calculation made by the independent valuer.

BT B EESEREUFREHRRETRREBEER
FEEMNTE LA RIB L (& ERDATER X TE R E 450 A # # & F
ETR S IR VER BT -

We have discussed the indication of possible impairment with the
management and, where such indicators were identified by the
management, assessed the impairment testing performed by the
management. We have tested the profit forecasts and cash flows
projections on whether they were agreed to the budgets approved
by the directors of the Company and compare with actual results
available up to the report date. We have challenged the
appropriateness of the management judgements and estimates
used in the profit forecasts and cash flows projections, including the
sales growth rates and gross profit margins, against latest market
expectations. We have also challenged the discount rates adopted
in the value-in-use calculations by reviewing its basis of calculations
and comparing the input data to market sources.

BMEKEEEENRARLRNOAETR - REEESHR
HZEDR - AFHEEREETHRERH o BFDRIE0R T T8
EReREENELRE BARERIAENTEE B TEEE
HREANERGERETER - HMELREN T STRAEEMHE
AREEREFRAMANEIREHE RAEH (BREEEERER
EFR)NBEAMIRHER - RMBREBESHEEB L 5
ABIBETISRREITHE - EREREBEFTEPRANAERE -

Our audit procedures in relation to management’s fair value
calculation included assessing the valuation methodology used and
the appropriateness of the key assumptions based on the public
available facts and circumstances of the property market in the
People’s Republic of China (the “PRC"). We had also checked, on
sample basis, the accuracy and relevance of the input data used.
BMEBEEREATEFENEZEFBEREFEAR LM
(THBEDWETSNARAIEEE RERT G RGERERE
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B XBENR &

Valuation of investment properties

Refer to note 22 to the consolidated financial statements and the

accounting policies on page 134.

REWEMLE
2HFAMBREM T2 RE14ENGETHR

Management has estimated the fair value of the Group's
investment properties to be HK$92,575,000 as at 31 July
2017 with a revaluation gain of approximately
HK$250,000 for the year ended 31 July 2017 recorded in
the consolidated statement of profit or loss.
Independent external valuations were obtained in
respect of the properties in order to support
management’s estimates.

EREMG ESEREVENR-_Z—LtFLA
=+ —B®RFEER2575000F T REFEE B
BEEE-_T—tFEtA=T—BUEFENEHKE
#1250,00078 7T - BESYENBELINBEEAZRE
BRE G -

We have identified the valuation of investment
properties as a key audit matter because of its
significance to the consolidated financial statements
and the valuations are dependent on certain key
assumptions that require significant management
judgement including market unit rates of land, current
construction costs for building and depreciation rates.
BABREMELEZNABREREE  RERH
AV BRENEEHARETARETEEER
BEHERHENMARBRE(EFE LA TISEE -
BFNENBERARITEE) -
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Our audit procedures in relation to management’s valuation of
investment properties included assessing the valuation
methodology used and the appropriateness of the key assumptions
based on the public available facts and circumstances of the
property market in the PRC. We have also checked, on a sample
basis, the accuracy and relevance of the input data used.
BMEHEREHREMEMENEZEFREREPEYED
BN ARAIBEERBEANEAAGERERARKREEEE
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Valuation of inventories

Refer to note 28 to the consolidated financial statements and the

accounting policies on page 136.

The key audit matter
BAREZER

As at 31 July 2017, the Group maintained inventories of
approximately HK$35,540,000, net of allowance for
inventories of approximately HK$116,000.
RZT—tFtA=+—H EBSENGFESH#IFE
#135,540,000 78 7T (FNBR 17 SR #) 116,000 78 7T)

We have identified the valuation of inventories as a key
audit matter because of their significance to the
consolidated financial statements and the involvement
of a significant management judgement including no
further impairment required in respect of these
inventories.

BB FEHERNIREREREE  REZHEYER
EMBRENEZE  WIREAEEEHE (B
BERZSEFEEE—PRE)
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How the matter was addressed in our audit

BRNFRNARERZER

Our audit procedures were designed to challenge the assumptions
and critical judgements of the Group’s impairment assessment on
inventories and the management estimations or judgements on the
net realisable value of inventories based on the latest invoice prices
and current market conditions.
BPNEREFEERBROBNEZERLRERTR - &
B ESEERFEREFENRINBRAGAREEERFE
A IR FHE R ET SHIE -

\i

We have checked with the net realisable value for inventories up to
the date of auditor’s report and discussed with the management in
respect of the adequacy of the allowance made by the
management based on ageing analysis and individual assessments.
We have challenged the assumptions and critical judgements used
by the management by assessing the reliability of the
management’s past estimates and taking into account the ageing
at year end and subsequent usage status after year end.
EEREMBERE BRMEEEFENAZRFE - UHER
EBRERE ST RER A LN BBR T TR HE IR BT
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B XBENR &

Impairment assessment of trade receivables

Refer to note 29 to the consolidated financial statements and the

accounting policies on pages 136 to 144.

FEU B Z RRFR R RLE G

2GR AR ERRMT2ONFE 6T 14ENE
FTIERR ©

As at 31 July 2017, trade receivables of the Group
amounted to approximately HK$113,338,000, net of
accumulated impairment losses of approximately
HK$1,430,000.

RZE—+tFLA=+—H BXKENEREZE
A% 113,338,000 7 7T (F0FR RETHRE BB AT 1,430,000
HBIT) o

We have identified impairment assessment of trade
receivables as a key audit matter because the
assessment of allowance for impairment loss required
significant management estimations and judgement.
BMEREKE SEFORETEINAEREZSE
B REARMERESERBERAEREREHER G
Ko -
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Our audit procedures were designed to challenge the assumptions
and critical judgements of the Group’s impairment assessment on
trade receivables and the management estimations.
BMWEZIEFEEER BEXEMEREIRIETHHR
% N BRI DA R E TR B kAT -

We have discussed the indicators of possible impairment with the
management and, where such indicators were identified, assessed
the management’s impairment testing. We have discussed with the
management in respect of the adequacy of the provision of
impairment made by the management. We have challenged the
assumptions and critical judgements used by the management by
assessing the reliability of the management’s past estimates and
taking into account the ageing at year end and cash received after
year end, as well as the recent creditworthiness of each debtor.
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Impairment assessment of deposits for acquisition of land

use rights

Refer to note 26 to the consolidated financial statements and the

accounting policies on pages 144 and 145.

The key audit matter
BAREZER

As at 31 July 2017, deposits for acquisition of land use
rights of the Group amounted to approximately
HK$13,037,000. The management has concluded that
there is no impairment required in respect of the
deposits.

RZZT—tFtA=+—H BEEKETMFEAR
RRIR S A#%130370008 T - ERERLNERA
EERRSIELRE -

We have identified impairment assessment of deposits
for acquisition of land use rights as a key audit matter
because the assessment of allowance for impairment
loss required significant management estimations and
judgment. In addition, the seller took long time to
transfer the legal title of land use rights to the Group
and failed to meet the timeline as stated in related
agreement.
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Independent Auditor’s Report
B BET IR
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How the matter was addressed in our audit

BRNFRNARERZER

Our audit procedures were designed to challenge the assumptions
and critical judgments of the Group's impairment assessment on
deposits for acquisition of land use rights and the management
estimations.

BN EZIEFERER SSEMWELHERENRSAE
FHAEEVERER K RA SR M ET A K B IR B LAt -

We have discussed the indicators of possible impairment with the
management and, where such indicators were identified, assessed
the management’s impairment policy. We have challenged the
assumptions and critical judgments used by taking into account the
legal opinion issued by an independent lawyer and the fair value
calculation of the land use rights made by an independent valuer.
BMEKEEEENHAREROBMETR - RS #5HZF
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Independent Auditor’s Report
BB IR

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report 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 OF THE
COMPANY AND AUDIT COMMITTEE 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 of the Company 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.

Audit Committee is responsible for overseeing the Group's financial
reporting process.

TA YANG GROUP HOLDINGS LIMITED
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Independent Auditor’s Report

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

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

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
alsor

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

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

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

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

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

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

We communicate with 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 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

reaso
applic
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nably be thought to bear on our independence, and where
able, related safeguards.
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Independent Auditor’s Report

From the matters communicated with 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 Chan Wing Kit.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Chan Wing Kit

Practising Certificate Number: P03224

Hong Kong
24 October 2017
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Consolidated Statement of Profit or Loss
RelEax

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

Revenue g 9 400,500 386,516
Cost of sales SHE AR (290,362) (317,802)
Gross profit EF 110,138 68,714
Other operating income AN 9 23,538 19,500
Selling and distribution expenses HE NS (35,531) (27,869)
Administrative expenses THEAX (146,319) (104,660)
Other expenses HEnp 11 (3,047) (27,495)
Share of results of associates Vi AN E (1,625) (507)
Finance costs B R A 12 (21,254) (701)
Loss before tax MR A ET 18 (74,100) (73,018)
Income tax credit FisHiE% 13 40 768
Loss for the year FANEE 14 (74,060) (72,250)
Loss for the year attributable to: ITALTRIEFEAEE :
Owners of the Company PAN/NEIE PN (72,943) (71,304)
Non-controlling interests FEFER AR (1,117) (946)
(74,060) (72,250)
Loss per share BkEsE 16
Basic (HK cents) AR (B (8.43) 9.12)
Diluted (HK cents) 58 OB (8.43) 9.12)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

FElRarEfMEZEER R

FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

Loss for the year FAEE (74,060) (72,250
Other comprehensive income Hih 2EWA
Items that will not be reclassified subsequently to TEREZENSEEER
profit or loss: HIEE
Gain on revaluation of properties L E Al g 1,414 9,325
Gain on revaluation of prepaid lease payments TENEERIEE G KR 729 8,290
2,143 17,615
Items that may be reclassified subsequently AIREGEHDEEER
to profit or loss: HIEE ¢
Release of exchange reserve upon HROH R b B A Rl e
deregistration of subsidiaries e 3 1 = (2,846)
Release of exchange reserve upon HEMRBARRREER
disposal of subsidiaries i - 59
Exchange differences arising on translating REGINETSE EE R
foreign operations ZEH (3,942) (19,989)
(3,942) (22,776)
Available-for-sale financial assets AEtHEeEE
Net gain arising on revaluation of available- FRERAIHEHESRHEE
for-sale financial assets for the year EEM T 837 4,943
Release of revaluation of available-for-sale HEREOHEHESRE
financial assets upon disposal BEEM (4,473) =
Reclassification adjustments for impairment STASREBRRNRERSE
loss included in the consolidated statement REF D BRAR
of profit or loss 160 667
(3,476) 5610
Share of other comprehensive expenses of RS NRMEMEE
associates Fx
Share of exchange difference of associates A B N B ROBE H 25 (42) (95)
Other comprehensive (expenses) income FREMEE(FZ) KA
for the year (5,317) 354
Total comprehensive expenses for the year, FANEEA LR
net of income tax (MBRFBEHIE) (79,377) (71,896)
Total comprehensive expenses for the year, IATNALTEGEFERNZEFS
net of income tax, attributable to 458 GNBRFTISHE)
Owners of the Company VNN 2PN (78,246) (70,949)
Non-controlling interests PR i 2 (1,131) (947)
(79,377) (71,896)
KEFESEZERARLTF 103
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Consolidated Statement of Financial Position
REMBRLE

ASAT31JULY 2017 R-ZE—+tF+A=+—H

Non-current assets IEREEE
Property, plant and equipment ME - BE K&EE 19 249,971 68,927
Intangible assets mILEE 20 383 -
Prepaid lease payments JEEEE 21 229,061 7,107
Investment properties BEYE 22 92,575 89,935
Available-for-sale financial assets B ESREE 23 8,981 24,539
Interests in associates RE &N T ERER 25 2,816 2916
Deposits for acquisition of U HE + o MRS
land use rights 26 13,037 12,066
596,824 205,490
Current assets MENEE
Deposits for acquisition of properties WEMENZ S 27 - 41,469
Inventories FE 28 35,540 29,809
Trade and other receivables FEUE BRI E b FEUR
ES] 29 164,816 111,014
Prepaid lease payments TR ERIE 21 4,820 232
Amount due from an associate FEUL — R B & R B SR IE 31 65 65
Income tax recoverable AJ Y B FT {5 AR 12 4
Held-to-maturity investments BRI EHEE 24 34,739 -
Held-for-trading investments BIEEERE 32 680 3,668
Structured deposits with banks ERMERITIER 34 - 17,261
Short-term bank deposits REIRITER 35 - 4640
Bank balances and cash RITHEBRNIRS 35 105,985 154,094
346,657 362,256
Non-current assets classified as S ABEHER
held for sale ERBEE 30 11,022 =
357,679 362,256
Current liabilities MENAE
Trade and other payables FERTE 5 BRI B At AT
I8 36 136,063 77,780
Derivative financial instruments THESmIT A 33 - 11,753
Amount due to a director B —REERIE 37 2,143 =
Amount due to an associate FE — B & A RIFRIE 37 1,324 538
Loans from a related company —MEERBER S 5,000 =
Loans from third parties FE=FEK 38 26,197 =
Income tax payable B ATE T 20,601 20,747
Secured bank borrowings BIIRRITE R 39 32,542 33,282
223,870 144,100
Net current assets mEEEFE 133,809 218,156
Total assets less current liabilities BERBERRBAE 730,633 423,646
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Consolidated Statement of Financial Position
REMBKLE

ASAT31JULY 2017 R-ZE—+tF+A=+—H

Capital and reserves B R
Share capital R A 40 87,118 78,473
Reserves =4 357,164 332,036
Equity attributable to owners of RARHER NEGER
the Company 444,282 410,509
Non-controlling interests JEFE IR RE S (396) 653
Total equity EmEE 443,886 411,162
Non-current liabilities EmEBE
Secured bank borrowings BIIRRITE R 39 273,700 =
Deferred income PEIEUTA 41 3,614 3,668
Deferred tax liabilities BEERIEEE 42 9,433 8,816
286,747 12,484
730,633 423,646

The consolidated financial statements on pages 102 to 221 were approved
and authorised for issue by the board of directors on 24 October 2017 and
are signed on its behalf by:

FINBEEEBENGREVBERRIKLESE
R-Z—+F+A-TNBEERRERZE I

BTIEERREE

Shi Qi
ik}

Director

EF

Xu Chendi
FEE

Director

EF

X EEEERARLT
— e e S
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Consolidated Statement of Changes in Equity
GeHaERR

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

At August 2015 RZF-RENA-A 8 634254 (33%0) 929 (437876) 149579 m 9249 240 34n 4 475861 - 475661
Lossfortheyear ERER = = = = M3 = = = = = = M3 46) (12250)
Other comprehensive fexpenses) EREHRE(FR)RA:
income for the year:
Exchange diferences asng on REENERELN
tranlaingforeign operaions EiER - - - - - (19988) - - - - - (19%9) i} (19989)
Reease of exchange resenve upon THERNBAARER
deregitaton ofsubsidaries EXfE - - - - - (2846) - - - - - (846) - 2846)
Reease of exchange resenve upon LENBRARER
dlsposalof ubsicares EXfE - - - - - 5 - - - - - 59 - 59
(Gin on evaluaton o propertes NERENEETE
and prepaidease payments e S = S S s S S 17615 = S S 17615 - 17615
Net gainrising o revluaton of FRERTENESRERE
avalbleforsale finandil assets EEhbiRE
forthe year - - - - - - 4983 - - - - 4983 - 4983
Reciasicaion adjustrents for HARARERNBERE
impaiment loss ncluded in HERAERE
the consolidated statement of
profitorloss - - - - - - 667 - - - - 67 - 667
Shareof exchange difeenceof EEBEAANER 2R
associates - = S S = %) & = = S = ) = %)
Totd comprehensie expenses) ERRE(ERRALE
income for the year - - - - 71304 (22870) 5610 17615 - - - (70949) (47) (11.8%)
Capitalcontibution fiom FARERTE
non-controling interests - - - - - - - - - - - - 1600 1600
xrcise ofshare aptions (Note ) i 020l 81 70 = (1984 = = = = = = = 5797 = 5797
Forehtureofshae options RUERE - - - (4 30 c S e c = S 5 S S
Cancellaton ofshare options SEERE - - - 666) 6%6 - - - - - = = = =
At31 July 2016 RZEF-~EtA=T-R 18473 641454 (3380) S (501.874) 126709 6383 26864 240 341 4 410509 653 4117162
— — e = =
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Consolidated Statement of Changes in Equity
GeHaERR

FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

AtT August 2016 RZE-~ENA-A 78473 641,454 (3,380) (501,874) 126,709 6,383 26,864 240 33411 L) 410,509 653 411,162
Lossforthe year ENER - - - (12983) - - - - - - 7298) (1) (74060)
Other comprehensive (xpenses) EREB2E (RN
income for he year:
Exchange diferences asing on REENEBEEN 2R
traslating foreign operaions - - (3928) - - - - - (3928) (1) (3942
(Gin on evaluaton of propertes NERENEETE
and prepaidease payments EfthE - - - - 218 - - - 18 - LY
Net gainrising o revluaton of FRERTRNESRER
avalble-orsele finial assets EEMhETE
forthe year - - - &1 - - - - 87 - 87
Relezse of ecluaton of HERBETELESR
avalableorsal ienci assets BEER
upon disposal - - = (4473) = = = = (4473) = (4473)
Recsfication adjustmens for AR BRRNAEER
impaimentloss included n HENDERE
the consoldated satement of
pofit orloss - = o 160 - - - - 160 - 160
Shareof exchange diferenceof EEBEATNEL 2E
asocites - - (@) - = - o - ) - )
Total comprehenive expenses) ER2E(FX)UALE
income forthe year - - (72983) (3,970) (3476) 218 - - - (78,246) (1,131) (19377)
Disposelofnterest nasubsiciary EARBRHRNERTIE
without changeof contol (ote 44 -ENRARER (e - it} - - - - - - 118 8 20
Isue of shares upon plcing BEkBARA K0
(Note4)) 8,645 104,604 - - - - - - - 113,249 - 113,249
Diectexpenses o placing EENERRR - (1349) ° ® o S - - - (1,348) - (1.348)
A3 July 2017 RZF-tEtA=t-R 87,118 744710 (3.262) (5743817) 122,739 2907 29,007 200 341 L) 444,282 (396) 443,886
e . = - —— e KEREZEBRARLTF 10_7
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Consolidated Statement of Changes in Equity
ReEaERR

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+tA=+—HILFE

Notes:

108

Other reserve

Other reserve represents the difference between the capital contribution
received from (paid to) a non-controlling interest of a subsidiary and the
increase (decrease) in its shares of net asset value of that subsidiary.

Capital redemption reserve

Capital redemption reserve represents the nominal value of the shares
repurchased which has been paid out of the distributable reserves of the
Company.

Statutory surplus reserve

As stipulated by regulations in the People’s Republic of China (the “PRC"), the
Company's subsidiaries established and operated in the PRC are required to
appropriate 10% of their after-tax-profit (after offsetting prior year losses) as
determined in accordance with the PRC accounting rules and regulations, to
statutory surplus reserve until the reserve balance reaches 50% of the
registered capital. The transfer to this reserve must be made before
distribution of a dividend to equity owners.

Legal reserve

In accordance with Macau Commercial Code, the Company's subsidiary
incorporated in Macau is required to appropriate 25% of its net profit to a
legal reserve until the balance of the reserve reaches 50% of the subsidiary’s
registered capital. Legal reserve is not distributable to shareholders.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017
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Consolidated Statement of Cash Flows

FEReRER

FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

OPERATING ACTIVITIES TR
Loss before tax FRA AT E1E (74,100) (73,018)
Adjustments for: AT ZIEEL R
Allowance for inventories FERBE - 1,967
Amortisation of deferred income IEFEY A 5H (23) (24)
Amortisation of prepaid lease payments 8 (70 & FE 5 2,912 243
Depreciation of property, plant and equipment ME - BERERETE 17,745 13,817
Dividend income A& BUA (1,742) (902)
Fair value (gain) loss on investment properties BEYENRTE (W)
B8 (250) 601
Fair value loss on derivative financial TESRIAMAFESE
instruments = 4,052
Fair value loss on held-for-trading investments BIEEEREN AT ERE 184 1,076
Finance costs A& A A 21,254 701
Gain on deregistration of subsidiaries BUH MM B A a1 ey st - (2,846)
Gain on disposal of available-for-sale HENHEESHEER
financial assets Wz (8,186) =
Gain on disposal of subsidiaries SR B A R E - (1,534)
(Gain) loss on disposal of held-for-trading HEFEEEREN (KE)
investments E518 (418) 1,130
(Gain) loss on disposal of property, HEWE - BE REED
plant and equipment (Wezs) E1E (81) 3218
Government grants BRIT B & (33) (124)
Impairment loss recognised in respect MAHEESREERR
of available-for-sale financial assets R (EE B 160 667
Impairment loss recognised in respect THE - BB R REER
of property, plant and equipment RREE R - 4,097
Impairment loss recognised in respect B E 5 BR KRR
of trade receivables BIEE B 1,402 1,059
Interest income FEWA (2,202) (4,844)
Investment loss from derivative financial THEE I AN EEE
instruments 2,469 10,333
Reversal of allowance for inventories B OFEERE (4,376) (5,221)
Reversal of impairment loss recognised 0] 55t H {th FE Y SR IR FERR Y
in respect of other receivables A EE (2,049) (1,116)
Share of results of associates FEIRBEE N RIMES 1,625 507
Waiver of amount due to a joint venture HEEMN—MEeEh
IR - (202)
Waiver of other payables e E A RE (S FRIA (538) =
Write-off of inventories FEHE 744 808
Write-off of trade receivables FE U & 5 BR SR 85 = 4,877
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Consolidated Statement of Cash Flows
REBaRER

FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

Operating cash flows before movements LEESEBAEM
in working capital KEREME (45,503) (40,678)
(Increase) decrease in inventories T Egm) R (2,338) 32,370
(Increase) decrease in trade and other FEULE 5 85 3% I Eo A
receivables FEM R TE (3800 R > (50,467) 29,405
Increase (decrease) in trade and other payables JERTE SRR R HAb
& FRIEIE N O 4>) 49,385 (14,084)
Cash (used in) generated from operations (AR RELE TSRS (48,923) 7,013
Hong Kong Profits Tax paid EREBFEH (10) (464)
PRC Enterprise Income Tax refunded (paid) RE (B PR ERET 7 (4)
NET CASH (USED IN) FROM OPERATING (AR REREEHH
ACTIVITIES e FEE (48,926) 6,545
INVESTING ACTIVITIES RETH
Purchase of prepaid lease payments BEEMNHEERE (233,588) =
Purchase of property, plant and equipment BEYE  BWENME (169,308) (14,227)
Purchase of held-to-maturity investments BERARIAKRE (65,882) =
Investment paid for derivative financial ERTESRIARNKE
instruments (14,222) (19,649)
Investment in an associate R —fEEEE R AR E (1,567) (3518)
Deposits paid for acquisition of land use rights Yo iE e i E NS (971) =
Purchase of intangible assets BERTEE (379) =
Deposits paid for acquisition of properties WEmENENiZS - (42,935)
Placement of structured deposits with banks FAGEBHERITER - (17,871)
Placement of short-term bank deposits TFARHRITER - (4,804)
Advance to an associate ) — A BRI B K = (65)
Redemption from held-to-maturity investments BEFEZIIERE 31,073 43,442
Proceeds from disposal of available-for-sale HEMHLEESHEEN
financial assets FriS k18 20,567 -
Withdrawal upon maturity of structured deposits REEBIERITIE S E HARF
with banks $ZE 16,934 =
Proceeds from disposal of property, HEME - BEREER
plant and equipment Frigmia 10,637 4,739
Withdrawal upon maturity of short-term REHIR 1T B HARF IR R
bank deposits 4,552 83,998
Proceeds from disposal of held-for-trading HEREEBRIRENME
investments A 3,222 3,246
Interest received 2UF & 1,938 5,263
Dividends received from available-for-sale B HE S pE EREE
financial assets % & 1,233 659
Dividends received from held-for-trading BREEBEREWMAARE
investments 50 243
Proceeds from disposal of subsidiaries HEMB AR RATS A - 2D,
NET CASH (USED IN) FROM INVESTING (AR REREZHHN
ACTIVITIES HEHEE (395,711) 40,878
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Consolidated Statement of Cash Flows

FEReRER

FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

FINANCING ACTIVITIES ALEEE
Interest paid ERFE (17,230) (701)
Repayment of secured bank borrowings BIMRITETER (7,740) -
Repayment of loans from third parties FE=EFEK (3,243) =
New bank borrowings raised FEERITER 277,844 -
Proceeds from placing shares of the Company Bl & AR R BIRR 19 BY TS 308 113,249 =
Direct expenses of placing BLEMEER X (1,348) =
Raised loans from third parties RAFE=ZFMEEER 29,167 =
Raised loans from a related company RE—HBEARINESEER 5,000 =
Advance from a director RE—BEEHRNR 2,143 =
Cash received from government grants BRBRHEENIR 33 124
Advance from an associate =Rk WS O EL R 782 538
Proceeds from disposal of interest in a T HENBRT
subsidiary without change of control HE—RHBARERN
FT{S 38 200 =
Capital injection from non-controlling — BT A~ BRI i 25 Y
interest of a subsidiary AE - 1,600
Proceeds from exercise of share options TR IRERS IR - 5,797
NET CASH FROM FINANCING ACTIVITIES REBMETEHN
HETRE 398,857 7,358
NET (DECREASE) INCREASE IN CASH RERREEEWORD)
AND CASH EQUIVALENTS B HNH AR (45,780) 54,781
CASH AND CASH EQUIVALENTS AT THE FONRERRESEEY
BEGINNING OF THE YEAR 154,094 103,556
EFFECT OF FOREIGN EXCHANGE RATE ExEEHTE
CHANGES (2,329) (4,243)
CASH AND CASH EQUIVALENTS AT THE FRNBARESZEY
END OF THE YEAR, represented by bank LASRITHESB RIS 25
balances and cash 105,985 154,094
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Notes to the Consolidated Financial Statements

e MEBRRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+tA=+—HILFE

1. GENERAL

Ta Yang Group Holdings Limited (the “Company”) is incorporated in
the Cayman Islands with limited liability and its shares are listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed in the
“Corporate Information” section of the Annual Report. The Company
and its subsidiaries (hereafter collectively referred to as the “Group”)
are principally engaged in manufacturing and sale of silicone rubber
and related products and provision of healthcare and hotel services.

The consolidated financial statements are presented in Hong Kong
dollars ("HKS"). Other than those subsidiaries established in the PRC,
Macau and Indonesia whose functional currencies are Renminbi
("RMB"), Macau Pataca ("“MOP”") and Indonesian Rupiah (“IDR")
respectively, the functional currency of the Company and its other

subsidiaries is HKS.

At 31 July 2017, the directors of the Company consider the ultimate
holding company of the Company to be Lyton Maison Limited

which is incorporated in the British Virgin Islands (“BVI").

112 TA YANG GROUP HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements

FORTHE YEARENDED 31 JULY 2017 HEZZ

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

In the current year, the Group has applied the following new and
revised HKFRSs, which include HKFRSs, Hong Kong Accounting
Standards ("HKAS(s)"), amendments and Interpretation (“Int(s)"),
issued by the Hong Kong Institute of Certified Public Accountants
(the "HKICA").

Amendments to HKFRSs Annual Improvements to HKFRSs
2012-2014 Cycle
Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16
and HKAS 38

Clarification of Acceptable Methods of
Depreciation and Amortisation

Amendments to HKAS 16
and HKAS 41

Agriculture: Bearer Plants

Amendments to HKAS 27 Equity Method in Separate Financial
Statements
Investment Entities: Applying the

Consolidation Exception

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Amendments to HKFRS 11 Accounting for Acquisitions of Interests

in Joint Operations

The application of the new and revised HKFRSs in the current year
has had no material impact on the Group’s financial performance
and positions for the current and prior years and/or on the
disclosures set out in these consolidated financial statements.
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Notes to the Consolidated Financial Statements

e MEBRRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+tA=+—HILFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“HKFRS(s)"”) (Continued)

New and revised HKFRSs issued but not yet effective

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective.

HKFRS 9(2014) Financial Instruments?

HKFRS 15 Revenue from Contracts with Customers’

HKFRS 16 Leases’

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’

Amendments to HKFRS 15 Clarification to HKFRS 15 Revenue from
Contracts with Customers?

Amendments to HKAS 7 Disclosure Initiative'

Amendments to HKAS 12 Recognition of Deferred Tax Assets

HK(FRIO-Int 22

HK(FRIO-Int 23

for Unrealised Losses'

Foreign Currency Transactions and
Advance Consideration’

Uncertainty over Income Tax Treatments*

Amendments to HKAS 40 Transfer of Investment Property?
Amendments to HKFRSs Annual Improvements to HKFRSs
2014-2016 cycle®
Amendments to HKFRS 10 Sale or Contribution of Assets between an
and HKAS28 Investor and its Associate or Joint

Venture®

Effective for annual periods beginning on or after 1 January 2017.
Effective for annual periods beginning on or after 1 January 2018.

¥ Effective for annual periods beginning on or after 1 January 2017 or 1
January 2018, as appropriate.
Effective for annual periods beginning on or after 1 January 2019.

g Effective date not yet been determined.

Except as described below, the application of the new and revised
HKFRSs will have no material impact on the results and the financial
positions of the Group.
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Notes to the Consolidated Financial Statements

e MERRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+A=+—HLFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(s)"”) (Continued)

HKFRS 9 (2014) Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9 was
amended in 2010 and includes the requirements for the classification
and measurement of financial liabilities and for derecognition. In
2013, HKFRS 9 was further amended to bring into effect a substantial
overhaul of hedge accounting that will allow entities to better reflect
their risk management activities in the financial statements. A
finalised version of HKFRS 9 was issued in 2014 to incorporate all the
requirements of HKFRS 9 that were issued in previous years with
limited amendments to the classification and measurement by
introducing a “fair value through other comprehensive income”
("FVTOCI") measurement category for certain financial assets. The
finalised version of HKFRS 9 also introduces an “expected credit loss”
model for impairment assessments.

Key requirements of HKFRS 9 (2014) are described as follows:

All recognised financial assets that are within the scope of
HKAS 39 Financial Instruments: Recognition and Measurement
to be subsequently measured at amortised cost or fair value.
Specifically, debt investments that are held within a business
model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments
of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of
subsequent accounting periods. Debt instruments that are
held within a business model whose objective is achieved
both by collecting contractual cash flows and selling financial
assets, and that have contractual terms of the financial asset
give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount
outstanding, are measured at FVTOCI. All other debt
investments and equity investments are measured at their fair
values at the end of subsequent reporting periods. In addition,
under HKFRS 9 (2014), entities may make an irrevocable
election to present subsequent changes in the fair value of an
equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.
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2.

116

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(s)"”) (Continued)

HKFRS 9 (2014) Financial Instruments (Continued)

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS 9
(2014) requires that the amount of change in the fair value of
the financial liability that is attributable to changes in the
credit risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes in the
liability’s credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit or loss.
Changes in fair value of financial liabilities attributable to
changes in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss. Under HKAS 39, the
entire amount of the change in the fair value of the financial
liability designated as fair value through profit or loss was
presented in profit or loss.

In the aspect of impairment assessments, the impairment
requirements relating to the accounting for an entity’'s
expected credit losses on its financial assets and commitments
to extend credit were added. Those requirements eliminate
the threshold that was in HKAS 39 for the recognition of credit
losses. Under the impairment approach in HKFRS 9 (2014) it is
no longer necessary for a credit event to have occurred before
credit losses are recognised. Instead, expected credit losses
and changes in those expected credit losses should always be
accounted for. The amount of expected credit losses is
updated at each reporting date to reflect changes in credit risk
since initial recognition and, consequently, more timely
information is provided about expected credit losses.

TA YANG GROUP HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements

e MERRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+A=+—HLFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(s)"”) (Continued)

HKFRS 9 (2014) Financial Instruments (Continued)

HKFRS 9 (2014) introduces a new model which is more closely
aligns hedge accounting with risk management activities
undertaken by companies when hedging their financial and
non-financial risk exposures. As a principle-based approach,
HKFRS 9 (2014) looks at whether a risk component can be
identified and measured and does not distinguish between
financial items and non-financial items. The new model also
enables an entity to use information produced internally for
risk management purposes as a basis for hedge accounting.
Under HKAS 39, it is necessary to exhibit eligibility and
compliance with the requirements in HKAS 39 using metrics
that are designed solely for accounting purposes. The new
model also includes eligibility criteria but these are based on
an economic assessment of the strength of the hedging
relationship. This can be determined using risk management
data. This should reduce the costs of implementation
compared with those for HKAS 39 hedge accounting because
it reduces the amount of analysis that is required to be
undertaken only for accounting purposes.

HKFRS 9 (2014) will become effective for annual periods beginning
on or after 1 January 2018 with early application permitted.

The directors of the Company anticipate that the adoption of HKFRS
9 (2014) in the future may have an impact on the Group's results and
financial position, including the classification categories and the
measurement of financial assets and disclosures. For instance, the
Group will be required to replace the incurred loss impairment
model in HKAS 39 with an expected loss impairment model that will
apply to various exposures to credit risk. HKFRS 9 will also change
the way the Group classifies and measures its financial assets, and
will require the Group to consider the business model and
contractual cash flow characteristics of financial assets to determine
classification and subsequent measurement. However, it is not
practicable to provide a reasonable estimate of the effect of HKFRS 9
(2014) until a detailed review has been completed.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(s)"”) (Continued)

HKFRS 15 Revenue from Contracts with Customers

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services.
Thus, HKFRS 15 introduces a model that applies to contracts with
customers, featuring a contract-based five-step analysis of
transactions to determine whether, how much and when revenue is
recognised. The five steps are as follows:

(i) Identify the contract with the customer;
(i) Identify the performance obligations in the contract;
(i) Determine the transaction price;

(iv)  Allocate the transaction price to the performance obligations;
and

(v}  Recognise revenue when (or as) the entity satisfies a
performance obligation.

HKFRS 15 also introduces extensive qualitative and quantitative
disclosure requirements which aim to enable users of the financial
statements to understand the nature, amount, timing and
uncertainty of revenue and cash flows arising from contracts with
customers.

HKFRS 15 will supersede the current revenue recognition guidance
including HKAS 18 Revenue, HKAS 11 Construction Contracts and
the related Interpretations when it becomes effective.

The directors of the Company anticipate that the application of
HKFRS 15 in the future may have result in the identification of
separate performance obligations which could affect the timing of
the recognition of revenue. Certain costs incurred in fulfilling a
contract which are currently expensed may need to be recognised
as an asset under HKFRS 15. More disclosures relating to revenue are
also required. However, it is not practicable to provide a reasonable
estimate of the effect of HKFRS 15 until a detailed review is
completed.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(s)"”) (Continued)

HKFRS 16 Leases

HKFRS 16 provides a comprehensive model for the identification of
lease arrangements and their treatment in the financial statements
of both lessors and lessees.

In respect of the lessee accounting, the standard introduces a single
lessee accounting model, requiring lessees to recognise assets and
liabilities for all leases with the lease term of more than 12 months,
unless the underlying asset has a low value.

At the commencement date of the lease, the lessee is required to
recognise a right-of-use asset at cost, which consists of the amount
of the initial measurement of the lease liability, plus any lease
payments made to the lessor at or before the commencement date
less any lease incentives received, the initial estimate of restoration
costs and any initial direct costs incurred by the lessee. A lease
liability is initially recognised at the present value of the lease
payments that are not paid at that date.

Subsequently, the right-of-use asset is measured at cost less any
accumulated depreciation and any accumulated impairment losses,
and adjusted for any remeasurement of the lease liability. Lease
liability is subsequently measured by increasing the carrying amount
to reflect interest on the lease liability, reducing the carrying amount
to reflect the lease payment made, and remeasuring the carrying
amount to reflect any reassessment or lease modifications or to
reflect revised in-substance fixed lease payments. Depreciation and
impairment expenses, if any, on the right-of-use asset will be
charged to profit or loss following the requirements of HKAS 16
Property, Plant and Equipment, while interest accrual on lease
liability will be charged to profit or loss.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(s)"”) (Continued)

HKFRS 16 Leases (Continued)

In respect of the lessor accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17. Accordingly,
a lessor continues to classify its leases as operating leases or finance

leases, and to account for those two types of leases differently.

HKFRS 16 will supersede the current lease standards including HKAS
17 Leases and the related Interpretations when it becomes effective.

HKFRS 16 will be effective for annual periods beginning on or after 1
January 2019 with early application permitted provided that the
entity has applied HKFRS 15 Revenue from Contracts with Customers
at or before the date of initial application of HKFRS 16. As at 31 July
2017, the Group has non-cancellable operating lease commitments
of approximately HK$2,469,000 as disclosed in Note 50. A preliminary
assessment indicates that these arrangements will meet the
definition of a lease under HKFRS 16, and hence the Group will
recognise a right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value or short-term
leases upon the application of HKFRS 16. In addition, the application
of new requirements may result changes in the measurement,
presentation and disclosure as indicated above. However, it is not
practicable to provide a reasonable estimate of the effect until the

Group performs a detailed review.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(s)"”) (Continued)

Amendments to HKAS 7 Disclosure Initiative

The amendments require entities to provide disclosures that enable
users of financial statements to evaluate changes in liabilities arising
from financing activities, including both changes arising from cash
flows and non-cash changes. The amendments do not prescribe a
specific method to fulfill the new disclosure requirements. However,
the amendments indicate that one way is to provide a reconciliation
between the opening and closing balances for liabilities arising from
financing activities.

Amendments to HKAS 7 will become effective for annual periods
beginning on or after 1 January 2017 with early application
permitted.

The directors of the Company anticipate that the application of
Amendments to HKAS 7 will result in additional disclosures on the
Group's financing activities, especially reconciliation between the
opening and closing balances in the consolidated statement of
financial position for liabilities arising from financing activities will be
provided on application.

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared on the
historical cost basis except for certain investment properties and
financial instruments that are measured at fair values.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods.
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3.

122

SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 in the principal (or most advantageous) market at the
measurement date under current market conditions (i.e. an exit
price) regardless of whether that price is directly observable or
estimated using another valuation technique. Details of fair value
measurement are explained in the accounting policies set out
below.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs. Specifically, the Group
categorised the fair value measurements into three levels, based on
the characteristics of inputs, as follows:

Level 1 —  Quoted (unadjusted) market price in active markets
for identical assets or liabilities.

Level 2 —  Valuation techniques for which the lowest level
input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3 —  Valuation techniques for which the lowest level

input that is significant to the fair value
measurement is unobservable.

At the end of the reporting period, the Group determines whether
transfer occur between levels of the fair value hierarchy for assets
and liabilities which are measured at fair value on recurring basis by
reviewing their respective fair value measurement.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017

3.

FESBEE

AFERNGFERRTS2BERETE
5 (X JRENZ2TH) REBERTHARE
FREVPEEEEMBRABREEEERAS
NEER(BIBHE) M A wZEBRER
A EEBRISREREMAETAEMGG
g e AFEFEFBERTXAHZES
BUR B -

AEERBERANBRERLLE RHBIE
AR ERFEMNGERMILEEE MDA
ABRHARBELR D ER T BRNE
AR - BREME  AREREEARE
FEBATEFESRUAT=E:

£-F — HAAEREBERERTS
BT IR(E (RAEEE) -

F-F — fERN EFRAHAT
B BT EBEANRER
Rl ABUE AT EE R ME
B

F=E — fERN EFRAHAT

BEtEMSBEANRKER
AEABIERTATEE -

RIBER  AREBAENEERAE
SEMDTETE - B REH TR
ATEHENEEREENATEER
AR T AT -



3'

Notes to the Consolidated Financial Statements

e MERRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(i.e. its subsidiaries). If a subsidiary prepares its financial statements
using accounting policies other than those adopted in the
consolidated financial statements for like transactions and events in
similar circumstances, appropriate adjustments are made to that
subsidiary’s financial statements in preparing the consolidated
financial statements to ensure conformity with the group's
accounting policies.

Control is achieved where the Group has: (i) the power over the
investee; (ii) exposure, or rights, to variable returns from its
involvement with the investee; and (jii) the ability to use its power
over the investee to affect the amount of the Group’s returns. When
the Group has less than a majority of the voting rights of an investee,
power over the investee may be obtained through: (i) a contractual
arrangement with other vote holders; (ii) rights arising from other
contractual arrangements; (iii) the Group's voting rights and potential
voting rights; or (iv) a combination of the above, based on all
relevant facts and circumstances.

The Company reassesses whether it controls an investee if facts and
circumstances indicate that there are changes to one or more of
these elements of control stated above.

Consolidation of a subsidiary begins when the Group obtains control
of the subsidiary and ceases when the Group loses control of the
subsidiary.

Income and expenses of subsidiaries are included in the
consolidated statement of profit or loss and other comprehensive
income from the date the Group gains control until the date when
the Group ceases to control the subsidiary.

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

Basis of consolidation (Continued)

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

Changes in the Group’s ownership interests in existing
subsidiaries

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

When the Group loses control of a subsidiary, it (i) derecognises the
assets (including any goodwill) and liabilities of the subsidiary at their
carrying amounts at the date when control is lost, (i) derecognises
the carrying amount of any non-controlling interests in the former
subsidiary at the date when control is lost (including any
components of other comprehensive income attributable to them),
and (iii) recognises the aggregate of the fair value of the
consideration received and the fair value of any retained interest,
with any resulting difference being recognised as a gain or loss in
profit or loss attributable to the Group. When assets and liabilities of
the subsidiary are carried at revalued amounts or fair values and the
related cumulative gain or loss has been recognised in other
comprehensive income and accumulated in equity, the amounts
previously recognised in other comprehensive income and
accumulated in equity are accounted for as if the Group had directly
disposed of the related assets and liabilities (i.e. reclassified to profit
or loss or transferred directly to retained earnings as specified by
applicable HKFRSs). The fair value of any investment retained in the
former subsidiary at the date when control is lost is regarded as the
fair value on initial recognition for subsequent accounting under
HKAS 39 Financial Instruments: Recognition and Measurement or,
when applicable, the cost on initial recognition of an investment in
an associate or a joint venture.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in subsidiaries

Investments in subsidiaries are stated on the statement of financial
position of the Company at cost less accumulated impairment loss.

Investments in associates

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

The Group's investments in associates, are accounted for in the
consolidated financial statements using the equity method. Under
the equity method, investments in associates are initially recognised
at cost. The Group's share of the profit or loss and changes in the
other comprehensive income of the associates are recognised in
profit or loss and other comprehensive income respectively after the
date of acquisition. If the Group's share of losses of an associate
equals or exceeds its interest in the associate, which determined
using the equity method together with any long-term interests that,
in substance, form part of the Group’s net investment in the
associate, the Group discontinues recognising its share of further
losses. Additional losses are provided for, and a liability is recognised,
only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate.

If an associate uses accounting policies other than those of the
Group for like transactions and events in similar circumstances,
adjustments are made to make the associate’s accounting policies
conform to those of the Group when the associate’s financial
statements are used by the Group in applying the equity method.

An investment in an associate is accounted for using the equity
method from the date on which the investee becomes an associate.
On acquisition of the investment, any excess of the cost of
acquisition over the Group's share of the net fair value of the
identifiable assets and liabilities of the associate is recognised as
goodwill and is included in the carrying amount of the investment.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in associates (Continued)

Any excess of the Group's share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition, after
reassessment, is recognised in profit or loss in the period in which

the investment is acquired.

After application of the equity method, including recognising the
associate’s losses (if any), the Group determines whether it is
necessary to recognise any additional impairment loss with respect
to its investment in the associate. Goodwill that forms part of the
carrying amount of an investment in an associate is not separately
recognised. The entire carrying amount of the investment (including
goodwill) is tested for impairment as a single asset by comparing its
recoverable amount (higher of value in use and fair value less costs
of disposal) with its carrying amount. Any impairment loss
recognised forms part of the carrying amount of the investment in
the associate. Any reversal of that impairment loss is recognised to
the extent that the recoverable amount of the investment

subsequently increases.

When the investment ceases to be an associate upon the Group
losing significant influence over the associate, the Group
discontinues to apply equity method and any retained interest is
measured at fair value at that date which is regarded as its fair value
on initial recognition as a financial asset in accordance with HKAS 39.
Any difference between the fair value of any retained interest and
any proceeds from disposing of a part interest in the associate and
the carrying amount of the investment at the date the equity
method was discontinued is recognised in profit or loss. Any amount
previously recognised in other comprehensive income in relation to
that investment is reclassified to profit or loss or retained earnings on
the same basis as it would have been required if the investee had

directly disposed of the related assets or liabilities.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in associates (Continued)

When the Group’s ownership interest in an associate is reduced, but
the Group continues to apply the equity method, the proportion of
the gain or loss that had previously been recognised in other
comprehensive income relating to that reduction in ownership
interest is reclassified to profit or loss if that gain or loss would be
required to be reclassified to profit or loss on the disposal of the
related assets or liabilities.

Gains and losses resulting from transactions between the Group and
its associate are recognised in consolidated financial statements only
to the extent of unrelated investors’ interests in the associate. The
Group's share in the associate’s gains or losses resulting from these
transactions is eliminated.

Revenue recognition

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

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following

conditions are satisfied:

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

the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective
control over the goods sold;

the amount of revenue can be measured reliably;

it is probable that the economic benefits associated with the
transaction will flow to the Group; and

the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Service income is recognised when services are provided.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)

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

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established
(provided that it is probable that the economic benefits will flow to
the Group and the amount of revenue can be measured reliably).

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in profit or loss
on a straight-line basis over the term of the relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term.

Leasehold land and buildings

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

Leasehold land and buildings (Continued)

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as prepaid lease payments in the
consolidated statement of financial position and is amortised over
the lease term on a straight-line basis except for those that are
classified and accounted for as investment properties under the fair
value model. When the lease payments cannot be allocated reliably
between the land and building elements, the entire lease is generally
classified as a finance lease and accounted for as property, plant and
equipment.

Foreign currencies

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

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. HKS) using exchange rates prevailing at the end of each
reporting period. Income and expenses items are translated at the
average exchange rates for the year. Exchange differences arising, if
any, are recognised in other comprehensive income and
accumulated in equity under the heading of exchange reserve
(attributed to non-controlling interests as appropriate).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies (Continued)

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

Borrowing costs

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

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

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

Government grants

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

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

Government grants (Continued)

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

Retirement benefit costs

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

Short-term and other long-term employee benefits

A liability is recognised for benefits accruing to employees in respect
of wages and salaries, annual leave and sick leave in the period the
related service is rendered at the undiscounted amount of the
benefits expected to be paid in exchange for that service.

Liabilities recognised in respect of short-term employee benefits are
measured at the undiscounted amount of the benefits expected to
be paid in exchange for the related service.

Liabilities recognised in respect of other long-term employee
benefits are measured at the present value of the estimated future
cash outflows expected to be made by the Group in respect of
services provided by employees up to the reporting date.

Taxation

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

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

Taxation (Continued)

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

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

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

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

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

Taxation (Continued)

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

Current and deferred tax is recognised in profit or loss except when
they relate to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and deferred
tax are also recognised in other comprehensive income or directly in
equity respectively.

Property, plant and equipment

Property, plant and equipment including leasehold land and
buildings held for use in the production or for administrative
purposes are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any.

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

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

Property, plant and equipment (Continued)

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

If an item of property, plant and equipment becomes an investment
property when there is a change in use, as evidenced by end of
owner-occupation, any difference between the carrying amount and
the fair value of that item at the date of transfer is recognised in
other comprehensive income and accumulated in properties
revaluation reserve. The properties revaluation reserve in respect of
that item will be transferred directly to retained earnings when it is
derecognised.

Investment properties

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

Investment properties are initially measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition,
investment properties are measured at their fair values. Gains or
losses arising from changes in the fair value of investment properties
are included in profit or loss for the period in which they arise.

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

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amounts will be recovered principally through a sale transaction
rather than through continuing use. Such classification requires the
asset must be available for immediate sale in its present condition
subject only to terms that are usual and customary for sales of such
asset and its sale is highly probable. Management must be
committed to the sale, which should be expected to qualify for
recognition as a completed sale within one year from the date of
classification.

Non-current assets classified as held for sale are measured at the
lower of their previous carrying amount and fair value less costs of
disposal.

Intangible assets

Intangible assets acquired separately

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

Intangible assets with indefinite useful lives that are acquired
separately are carried at cost less any subsequent accumulated
impairment losses (see the accounting policy in respect of
impairment losses on tangible and intangible assets below).

An intangible asset is derecognised on disposal, or when no future
economic benefits are expected from use or disposal. Gains or losses
arising from derecognition of an intangible asset are measured at
the difference between the net disposal proceeds and the carrying
amount of the asset and are recognised in profit or loss in the period
when the asset is derecognised.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Research and development expenditure

Expenditure on research activities is recognised as an expense in the

period in which it is incurred.

Land use rights

Payment for obtaining land use rights is considered as operating
lease payment. Land use rights are stated at cost less accumulated
amortisation and accumulated impairment losses, amortisation is
charged to consolidated statement of profit or loss over the period

of the rights using the straight-line method.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are calculated using weighted average method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs

necessary to make the sale.

Cash and cash equivalents

Bank balances and cash in the consolidated statement of financial
position comprise cash at banks and on hand and short-term

deposits with a maturity of three months or less.

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents consist of cash and short-term deposits, as

defined above.

Deposits with a maturity over three months that are not readily
convertible into known amounts of cash are defined as short-term

bank deposits in the consolidated financial statements.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity

becomes a party to the contractual provisions of the instrument.

136 TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017

3.

FEEHBE 2
MR RAEMAX

BT 5505 B B B ST 0 L R AR O HATR HE AR AR
%o

i fE A

ARG T2 {0 FARE ) S A B SRIB IR AR B4
SHEENR - L E M TIIRR AR R T
BN RFHREBEIR  #ENLHE
FRENBRAANNEREBFEABRER

BE

17 5 R A (B R A R L2 P B E
B « 75 AT i PR DA 9% 3t
% - A RBB AT O EE ERA A
e SRR A A 17 888 AR S RO

ReRBEZEY

SEMBRRARANRTERIESERE
RITRFERRERIMAR=ZEARIAT
2 BTE K

HERRTRERNS  BELREEE
YERERE R EXRER TR -

IEBEA=@ER ATERERSE M
HHERTNFRREGEA M BRI AWSE
REHRITER -

E®MIA

CHEENERBEDINESEERKR
TEAKGXWFTIHNITBERE MR
RPRER



3'

Notes to the Consolidated Financial Statements

e MERRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

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

Financial assets

The Group's financial assets are classified into one of the four
categories, including financial assets at fair value through profit or
loss (“FVTPL"), loans and receivables, held-to-maturity investments
and available-for-sale financial assets. The classification depends on
the nature and purpose of the financial assets and is determined at
the time of initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade date
basis.

Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

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

Interest income is recognised on an effective interest basis for debt
instruments other than those financial assets classified as at FVTPL, of
which interest income is included in net gains or losses.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Financial assets at FVTPL

Financial assets at FVTPL has two subcategories, including financial
assets held for trading and those designated as at FVTPL on initial
recognition.

A financial asset is classified as held for trading if:

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

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

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

A financial asset other than a financial asset held-for-trading may be
designated as at FVTPL upon initial recognition if:

such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

the financial asset forms part of a group of financial assets or
financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance
with the Group’s documented risk management or investment
strategy, and information about the grouping is provided
internally on that basis; or

it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 permits the entire combined contract
(asset or liability) to be designated as at FVTPL.

Financial assets at FVTPL are measured at fair value, with changes in
fair value arising from remeasurement recognised directly in profit or
loss in the period in which they arise. The net gain or loss recognised
in profit or loss excludes any dividend or interest earned on the
financial assets and is included in the other operating income or
other expenses. Fair value is determined in the manner described in
Note 8.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Loans and receivables

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

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with
fixed or determinable payments and fixed maturity dates that the
Group's management has the positive intention and ability to hold
to maturity. Subsequent to initial recognition, held-to-maturity
investments are measured at amortised cost using the effective
interest method, less any identified impairment loss (see accounting
policy on impairment loss on financial assets below).

Available-for-sale financial assets

Available-for-sale (“AFS") financial assets are non-derivatives that are
either designated as AFS or are not classified as financial assets at
FVTPL, loans and receivables or held-to-maturity investments.

Equity securities held by the Group that are classified as AFS financial
assets and are traded in an active market are measured at fair value
at the end of each reporting period. Changes in the carrying amount
of AFS financial assets relating to interest income calculated using
the effective interest method and dividends on AFS equity
investments are recognised in profit or loss. Other changes in the
carrying amount of AFS financial assets are recognised in other
comprehensive income and accumulated under the heading of
investments revaluation reserve. When the investment is disposed of
or is determined to be impaired, the cumulative gain or loss
previously accumulated in the investments revaluation reserve is
reclassified to profit or loss (see the accounting policy in respect of
impairment loss on financial assets below).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

Dividends on AFS equity instruments are recognised in profit or loss
when the Group's right to receive the dividends is established.

AFS equity investments that do not have a quoted market price in an
active market and whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by delivery of such
unquoted equity investments are measured at cost less any
identified impairment losses at the end of each reporting period (see
the accounting policy in respect of impairment loss on financial
assets below).

Impairment loss on financial assets

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

For an AFS equity investment, a significant or prolonged decline in
the fair value of that investment below its cost is considered to be

objective evidence of impairment.

For all other financial assets, objective evidence of impairment could
include:

significant financial difficulty of the issuer or counterparty; or
breach of contract, such as default or delinquency in interest
and principal payments; or

it becoming probable that the borrower will enter into
bankruptcy or financial re-organisation; or

disappearance of an active market for that financial asset
because of financial difficulties.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (Continued)

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

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

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

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

When an AFS financial asset is considered to be impaired, cumulative
gains or losses previously recognised in other comprehensive
income are reclassified to profit or loss in the period in which the
impairment takes place.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (Continued)

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

Impairment losses on AFS equity investments will not be reversed
through profit or loss. Any increase in fair value subsequent to an
impairment loss is recognised directly in other comprehensive
income and accumulated in investments revaluation reserve.

Financial liabilities and equity instruments

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

Financial liabilities

Financial liabilities including trade and other payables, amounts due
to an associate and a director, loans from third parties and a related
company and secured bank borrowings are subsequently measured
at amortised cost, using the effective interest method.

Effective interest method

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

Interest expense is recognised on an effective interest basis.

TA YANG GROUP HOLDINGS LIMITED
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)

Equity instruments

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

Derivative financial instruments

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

Derecognition

A financial asset is derecognised only when the contractual rights to
the cash flows from the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards of ownership of the
asset to another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and continues to
control the transferred asset, the Group recognises its retained
interest in the asset and an associated liability for amounts it may
have to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference
between the asset's carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Derecognition (Continued)

On derecognition of a financial asset other than in its entirety, the
Group allocates the previous carrying amount of the financial asset
between the part it continues to recognise under continuing
involvement, and the part it no longer recognises on the basis of the
relative fair values of those parts on the date of the transfer. The
difference between the carrying amount allocated to the part that is
no longer recognised and the sum of the consideration received for
the part no longer recognised and any cumulative gain or loss
allocated to it that had been recognised in other comprehensive
income is recognised in profit or loss. A cumulative gain or loss that
had been recognised in other comprehensive income is allocated
between the part that continues to be recognised and the part that
is no longer recognised on the basis of the relative fair values of
those parts.

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

Impairment losses on tangible and intangible assets

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

Intangible assets with indefinite useful lives are tested for
impairment at least annually, and whenever there is an indication
that they may be impaired.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017

3.

FESBEE
TRIA#E)

RIETEE (F)
BAZ&JHEE%—IEAEEEF(E’HF’“B)H—ir :
& IA&H%FET*f‘f%,\Tﬁﬁw

DET R ECLE%EI/HHE%HH
FiE H%@WE&EE@?@E%E@EQEZW%
REH D =N BHER A B BRE
@E@?f?ﬁﬁ%é%ﬁ DA E R E D L

EREM TR ﬁw%&ﬁ%ﬁ%ﬁ&
EEMNBENZENEZEREZER - ER
Em%@%ﬁﬁwmiﬁWmi%ﬁ 5

RUEBRER 23D &Tﬁﬁ?’éw 7218
HRFERZMERELD
REBESNE FRERRR - SEIHERE

RIFERTRAE  WRIEEIANSHE
BENRMENES N REMRERNEZER
B NFER °

BEEREFNEENRERRE

AEBEERNEREHRRNEERFHE
RONBTLEENMENEENIREIE AR
EREEAEAGHIREBBTR - il
REMBRTR gt EENTKRE S

BNEETREBER(WMB)WEE - K1
AfAEHERIEEM T ME SR - AIAREH

SMAZBEEMBREEE BN AT

(Bt RN T2 = ¥ Rk (= e N SRk &= 05)
RER RREENSOEEM[IREE
R ETESEEEFREELEM -

AEKARIEENKEEHMAER 5
EReR/ MR ELEMAR -

EERAIERFHIBLEEELEER
RIERATRERERN I REETRERR



3'

Notes to the Consolidated Financial Statements

e MERRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment losses on tangible and intangible assets
(Continued)

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

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or the cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately
in profit or loss.

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

Equity-settled share-based payment transactions

Share options granted to employees
The fair value of services received determined by reference to the fair
value of share options granted at the date of grant is expensed on a
straight-line basis over the vesting period, with a corresponding
increase in equity (share options reserve).

At the end of the reporting period, the Group revises its estimates of
the number of options that are expected to ultimately vest. The
impact of the revision of the original estimates during the vesting
period, if any, is recognised in profit or loss such that the cumulative
expense reflects the revised estimate, with a corresponding
adjustment to share options reserve.

When share options are exercised, the amount previously recognised
in share options reserve will be transferred to share premium. When
the share options are forfeited after the vesting date or are still not
exercised at the expiry date, the amount previously recognised in
share options reserve will be transferred to accumulated losses.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in Note 3, the directors of the Company are required to
make judgements, estimates and assumptions about the amounts of
assets, liabilities, revenue and expenses reported and disclosures
made in the consolidated financial statements. The estimates and
associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ
from these estimates.

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

Critical judgements in applying accounting policies

The followings are the critical judgements, apart from those
involving estimations (see below), that the directors of the Company
have made in the process of applying the Group's accounting
policies and that have the most significant effect on the amounts
recognised and disclosures made in the consolidated financial
statements.

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities arising from
investment properties that are measured using the fair value model,
the directors of the Company have reviewed the Group’s investment
property portfolios and concluded that the Group’s investment
properties are held under a business model whose objective is to
consume substantially all of the economic benefits embodied in the
investment properties over time, rather than through sale. Therefore,
in measuring the Group's deferred taxation on investment
properties, the directors of the Company have determined that the
presumption that the carrying amounts of investment properties
measured using the fair value model are recovered entirely through
sale is rebutted.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Critical judgements in applying accounting policies
(Continued)

Impairment of AFS financial assets

The Group classifies certain investments in listed securities as AFS
financial assets and recognised movements of their fair values in
other comprehensive income and accumulated in investments
revaluation reserve. For AFS equity investments, a significant or
prolonged decline in fair value of the securities below its cost is
considered to be objective evidence of impairment. As at 31 July
2017, the carrying value of listed securities classified as AFS financial
assets is approximately HK$8,981,000 net of accumulated
impairment losses recognised of approximately HK$5,513,000 (2016:
approximately HK$24,539,000 net of accumulated impairment losses
recognised of approximately HK$9,757,000) with reference to quoted
market prices of the listed securities in an active market.
Accumulated impairment losses of HK$4,404,000 previously
recognised is written-off upon disposal during the year ended 31
July 2017 (2016: nil).

For the AFS financial assets not quoted in an active market and
measured at cost, the management uses its judgement in selecting
an appropriate valuation technique. Valuation techniques commonly
used by the market practitioners are applied. The carrying amount of
the Group's unlisted equity investment is nil, net of accumulated
impairment losses recognised of approximately HK$11,610,000
(2016: nil, net of accumulated impairment losses recognised of
approximately HK$11,610,000) are valued at net asset value of that
unlisted equity investment.

Key sources of estimation uncertainty

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over their estimated useful lives, after taking into account their
estimated residual values. The determination of the useful lives and
residual values involves management’s estimation based on the
historical experience of the actual useful lives of the relevant assets
of similar nature and function. The Group assesses annually the
residual value and the useful life of the property, plant and
equipment and if the expectation differs from the original estimate,
such a difference may impact the depreciation in the year and the
estimate will be changed in the future period.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty (Continued)

Impairment of property, plant and equipment and prepaid
lease payments

The Group tests annually whether property, plant and equipment
and prepaid lease payments have suffered any impairment in
accordance with relevant accounting policies. The recoverable
amounts have been determined based on value-in-use calculations
and fair value calculation. The value-in-use calculations require the
use of estimates such as the profit forecast, cash flows projections
and pre-tax discount rates. In determining the fair values, an
independent professional valuer assesses the significant
unobservable input by reference to market data and takes into
consideration certain estimates of market conditions. As at 31 July
2017, the carrying amounts of property, plant and equipment and
prepaid lease payments are approximately HK$249,971,000 and
HK$233,881,000 respectively net of accumulated impairment losses
recognised of approximately HK$112,884,000 and HK$2,010,000
respectively.

As at 31 July 2016, the carrying amounts of property, plant and
equipment and prepaid lease payments are approximately
HK$68,927,000 and HK$7,339,000 respectively, net of accumulated
impairment losses recognised of approximately HK$112,884,000 and
HK$2,010,000 respectively.

Fair value of investment properties

Investment properties are carried in the consolidated statement of
financial position as at 31 July 2017 at their fair values of
approximately HK$92,575,000 (2016: HK$89,935,000). In determining
the fair values, an independent professional valuer assesses the
significant unobservable input by reference to market data and takes
into consideration certain estimates of market conditions. Favourable
or unfavourable changes to these assumptions would result in
changes in the fair value of the Group's investment properties and
corresponding adjustments to the amount of loss reported in the
consolidated statement of profit or loss.

Allowance for inventories

The Group makes the allowance for inventories based on
assessments of the net realisable value of inventories. An allowance
is applied to inventories where events or changes in circumstances
indicate that the net realisable value is lower than the costs of
inventories. The identification of obsolete inventories requires the
use of judgement and estimates on the conditions and usefulness of
the inventories. Where the actual outcome in future is different from
the original estimate, such difference will impact the carrying value
of inventories and allowance write-back in the period in which such
estimate has been changed. As at 31 July 2017, the carrying value of
inventories is approximately HK$35,540,000 (net of accumulated
allowance of approximately HK$116,000) (2016: HK$29,809,000 (net
of accumulated allowance of approximately HK$4,574,000)).

TA YANG GROUP HOLDINGS LIMITED
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty (Continued)

Impairment loss recognised in respect of trade receivables
The Group'’s management determines the provision for impairment
of trade receivables with the accounting policy stated in Note 3.
Such provision for impairment is established if there is objective
evidence that the Group will not be able to collect all amounts due
according to the original terms of receivables. Management
reassesses the adequacy of any such provision on a regular basis. As
at 31 July 2017, the carrying amount of trade receivables is
approximately HK$113,338,000 (net of allowance for doubtful debts
of approximately HK$1,430,000) (2016: the carrying amount of trade
receivables is approximately HK$96,486,000 (net of allowance for
doubtful debts of approximately HK$1,748,000)). During the year
ended 31 July 2017, impairment loss and direct write-off of trade
receivables amounting to approximately HK$1,402,000 (2016:
HK$1,059,000) and nil (2016: HK$4,877,000) have been recognised
respectively.

Impairment of deposits for acquisition of land use rights

The Group's management assesses whether deposits for acquisition
of land use rights have any indication of impairment, in accordance
with relevant accounting policy stated in Note 3. As at 31 July 2017,
the Group’s management considered that there is no impairment
indication after taking into account the legal opinion issued by an
independent lawyer and the fair value calculation of the land use
rights valued by an independent professional valuer, the carrying
amount of deposits for acquisition of land use rights is approximately
HK$13,037,000 (2016: HK$12,066,000).

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the provision for
income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax outcome of these
matters is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.
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5.

6.

150

CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of short-term bank
deposits, bank balances and cash, secured bank borrowings, loans
from a related company and third parties and equity attributable to
owners of the Company, comprising issued share capital and
reserves. The directors of the Company review the capital structure
on a regular basis. As a part of this review, the directors of the
Company consider the cost of capital and the risks associated with
each class of capital. Based on recommendations of the directors of
the Company, the Group will balance its overall capital structure
through the payment of dividends, new share issue and the issue of
new debts.

FINANCIAL INSTRUMENTS

Categories of financial instruments

TREE
BAFEIRL RSN EE

Financial Assets
Fair value through profit or loss

5.
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Held-for-trading investments RIEEERERRKRE 680 3,668

Structured deposits with banks ERBMRITER = 17,261

Held-to-maturity investments RAEZIHIRE 34,739 -
Loans and receivables (including bank BER R EWGIE (B E

balances and cash) RITHEBRIRE) 236,237 262,258
AFS financial assets At ESREE 8,981 24,539
Financial Liabilities = 4=Li
At amortised cost TR SE R AR 441,823 96,374
Fair value through profit or loss BATEY BRI 8 N R IR

Derivative financial instruments PTESRBTA - 11,753
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include held-to-maturity
investments, structured deposits with banks, AFS financial assets,
derivative financial instruments, trade and other receivables, held-
for-trading investments, short-term bank deposits, bank balances
and cash, secured bank borrowings, loans from third parties and a
related company and trade and other payables (including trade and
bills payables, accrued expenses and other payables). Details of these
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on how
to mitigate these risks are set out below. The management manages
and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Currency risk

The Group has transactional currency exposures. Such exposures
arise from sales or purchases by several subsidiaries of the Company
in currencies other than those subsidiaries’ functional currencies. In
addition, certain portion of the AFS financial assets, held-to-maturity
investments, derivative financial instruments, held-for-trading
investments, trade and other receivables, bank balances and cash,
trade and other payables and secured bank borrowings are
denominated in currencies other than the functional currencies of
the entities to which they relate.

The carrying amounts of the Group's foreign currency denominated
assets and liabilities at the reporting date are as follows:
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7.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Currency risk (Continued)

The Group has mitigated the currency exposure against the foreign
currencies by using foreign exchange forward contract. Moreover,
the directors of the Company continuously monitor the related
foreign currency exposure and will hedge significant foreign
currency exposure should the need arise.

Sensitivity analysis
The Group is mainly exposed to the effects of fluctuation in USS, EUR,
JPY,NTD and RMB.

The following table details the Group's sensitivity to a 5% (2016: 5%)
increase and decrease in functional currency of the relevant group
entity (i.e. mainly HKS and RMB) against the relevant foreign
currencies. 5% (2016: 5%) is the sensitivity rate used when reporting
foreign currency risk internally to key management personnel and
represents management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated items and adjusts
their translation at the year end for a 5% (2016: 5%) change in foreign
currency rates. A positive number below indicates an increase in loss
where respective functional currency strengthens 5% (2016: 5%)
against the relevant currency. For a 5% (2016: 5%) weakening of
respective functional currency against the relevant currency, there
would be an equal and opposite impact on the loss for the year and
other equity, and the balances below would be negative.
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Loss after tax Briiiz g8
— 2017 ——F—+F 188 226 1 976 760
— 2016 — —E—RF 1,371 164 1 1,498 2,071

In view of the pegged rate between HKS and USS$, the directors of
the Company do not expect there is a material effect by any changes
in movement in value of US$ against HKS.

In management’s opinion, the sensitivity analysis is unrepresentative
of the inherent foreign exchange risk as the year end exposure does
not reflect the exposure during the year.
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation to its
variable-rate deposits with banks and certain secured bank
borrowings and is also exposed to fair value interest rate risk in
relation to its fixed-rate short-term bank deposits, loans from a
related company and third parties and certain bank borrowings for
the year ended 31 July 2017. To mitigate the impact of interest rate
fluctuations, the Group continually assesses and monitors the
exposure to interest rate risk.

The Group's exposure to interest rates on financial liabilities is
detailed in the liquidity risk management section of this note.

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to interest rates for non-derivative instruments at the end
of the reporting period. The analysis is prepared assuming the
financial instruments outstanding at the end of the reporting period
were outstanding for the whole year. A 50 basis point (2016: 50 basis
points) increase or decrease is used when reporting interest rate risk
internally to key management personnel and represents
management’s assessment of the reasonably possible change in
interest rates.

If interest rates have been 50 basis points (2016: 50 basis points)
higher/lower and all other variables were held constant, the Group’s
loss for the year would decrease/increase by approximately
HK$112,000 (2016: HK$313,000).
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Other price risk

The Group is exposed to equity price risk through its investments in
listed AFS financial assets and held-for-trading investments. The
management manages this exposure by maintaining a portfolio of
investments with different risks. In addition, the Group has appointed
a special team to monitor the price risk and will consider hedging
the risk exposure should the need arise.

Sensitivity analysis
The sensitivity analysis below has been determined based on the
exposure to equity price risks at the end of the reporting period.

If the prices of the respective equity securities have been 5% (2016:
59%) higher/lower:

— loss for the year ended 31 July 2017 would decrease/increase
by approximately HK$34,000 (2016: HK$183,000) as a result of
the changes in fair values of held-for-trading investments; and

— investments revaluation reserve would increase/decrease by
approximately HK$449,000 (2016: HKS$1,227,000) as a result of
the changes in fair value of listed AFS financial assets.

Credit risk

As at 31 July 2017, the Group’s maximum exposure to credit risk
which will cause a financial loss to the Group due to failure to
discharge an obligation by the counterparties is arising from the
carrying amounts of the respective recognised financial assets as
stated in the consolidated statement of financial position. The Group
does not provide any guarantees that would expose the Group to
credit risk.

TA YANG GROUP HOLDINGS LIMITED
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Credit risk (Continued)

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

The Group's concentration of credit risk by geographical locations is
mainly in the PRC, which accounted for 28% (2016: 51%) of the total
trade and bills receivables as at 31 July 2017,

The Group has concentration of credit risk as 23% (2016: nil) and 48%
(2016: 41%) of the total trade and bills receivables are due from the
Group's largest customer and the five largest customers respectively.

The credit risk on short-term bank deposits, bank balances and held-
to-maturity investments is limited because the counterparties are
banks with high credit ratings assigned by international credit-rating
agencies.

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by
the management to finance the Group's operations and mitigate the
effects of fluctuations in cash flows. The management monitors the
utilisation of bank borrowings and ensures compliance with loan
covenants. The following table details the Group’s remaining
contractual maturity for its financial liabilities. The table includes
both interest and principal cash flows. To the extent that interest
flows are floating rate, the undiscounted amount is derived from
interest rate curve at the end of the reporting period.
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES 7. MERBEEEREERERBE &
AND POLICIES (Continued)
Liquidity risk (Continued) RENESRERE (&)

At31July 2017 RZE—+t&+A=1+-H
Non-derivative financial liabilities ~ JEfTHESBAE
Trade and other payables ERE SRR R AR

EQE] 100,917 - - - 100,917 100,917
Amount due to an associate e —REEARFE 1,324 = = = 1,324 1,324
Amount due to a director Ef—2EZNE 2143 = = = 2143 2143
Loans from a related company —HBEATER 5,030 - - - 5,030 5,000
Loans from third parties E=FER 26,375 - - - 26,375 26,197
Secured bank borrowings BEBROER 53,972 53,445 170,040 111,698 389,155 306,242

189,761 53,445 170,040 111,698 524,944 441,823

Derivative financial instruments fTESRIE = = - - - _

At31 July 2016 R=B-AELA=t-A

Non-derivative financial liabilities FTELRARE

Trade and other payables ERBZRHRAMER
B 62,554 - - - 62,554 62,554
Amount due to an associate ER—REERRHE 538 - - - 538 538
Secured bank borrowings BEBEIER 33344 - - - 33344 33,282
96436 = = - 96436 9,374
Derivative financial instruments ~~ $T4£$BIE - T — = 11753 1753
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Notes to the Consolidated Financial Statements

e MERRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+A=+—HLFE

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Liquidity risk (Continued)

Secured bank borrowings with a repayment on demand clause are
included in the “within one year or on demand” time band in the
above maturity analysis. At 31 July 2017, the carrying amounts of
these bank borrowings amounted to approximately HK$32,542,000
(2016: HK$33,282,000).

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of financial assets and financial liabilities is determined
as follows:

—  the fair value of financial assets and financial liabilities with
standard terms and conditions and traded in active liquid
markets is determined with reference to quoted market bid
prices and ask prices respectively;

— the fair value of other financial assets and financial liabilities
(excluding held-for-trading investments, AFS financial assets,
derivative financial instruments and structured deposits with
banks) is determined in accordance with generally accepted
pricing models based on discounted cash flow analysis using
prices from observable current market transactions and dealer
quotes for similar instruments; and

—  the fair value of held-for-trading investments, AFS financial
assets, derivative financial instruments and structured deposits
with banks is calculated using quoted prices. Where such
prices are not available, use is made of discounted cash flow
analysis using the applicable yield curve for the duration of the
instruments for non-optional derivatives.

The directors of the Company consider that the carrying amounts of
financial assets and financial liabilities recorded at amortised cost in
the consolidated financial statements approximate their fair values
due to their immediate or short-term maturities.

The following table provides an analysis of financial instruments that
are measured subsequent to initial recognition at fair value, grouped
into Levels 1 to 3 based on the degree to which the fair value is
observable.

7.

MIEREEEE R R )

RBEZEE (@)

REREREZBRINERFRITERR
FMEEBE SR A I —FARIZER]
WEEBLT RZTE—tFEtA=1+—
B ZERITEROREEL A 32,542,000
BT (ZZ—754F ¢ 33,282,00087T) ©

eMTRAMLFHE
ERMEERERABNAFERUATAR

— EBEEEGRRGELAERRET
LEBENGREERERARG  EA
FEDAELBMSNEERRES
F

— HpsREEReRAGR(CTIERER
FEERE AHLESREE 17
AERTARGBUERTERNR
FEDREERRANEEENIZA
BREAMSEIZNERMIZEH
BERTAMNRELTORRADRE
DIEE + &

— REEERE THEEEREE -
TEERTAREBERITERNAR
FEERBEFE - WMEZSER - 8
FFHREITE T ABAR AR RERAK
ERmMBETRARERESNE
= o

ARBPEERR  ARGEPBHRRLE
HRAABRNEREERSRAGENR K
RIEHAZE  SZECREERERA
BEMREERE A ERS -

TREHRFERRRAFEFENS
BTENH - DIRBAFENBEEEED
RE—Z=E-

REREZERARLT
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R e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

8. FAIRVALUE OF FINANCIAL INSTRUMENTS 8.
(Continued)

Level 1 fair value measurements are those derived from quoted
prices (unadjusted) in active market for identical assets or liabilities.

Level 2 fair value measurements are those derived from inputs other
than quoted prices included within Level 1 that are observable for
the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices).

Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not
based on observable market data (unobservable inputs).

Fair value of the Group’s financial assets and financial
liabilities that are measured at fair value on recurring basis

Fair value hierarchy

eI RAMXFE @)

F-EBAVEFEHHEREERGEER
BHISMMRE CREHE) B -

E_EBRAVEFEHE - EAEREAN
MATBREENE B ABRE R (AER)
S (BURE B Fh -

EZEAVEFEHMBBELIFATEED
BHE(THBERER) RERNEERR
BERABBNBERNSH -

BREBHEENATVEFENEAEH
TRHEERERHEENAFE

DR EER

Financial assets at FVTPL BAVESREEERA

EENSREE
Held-for-trading investments  #EB HiZE 680 - - 680
Available-for-sale AHHESREE
financial assets
Listed equity securities AR AR 8,981 - - 8,981
9,661 - - 9,661
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FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

FAIR VALUE OF FINANCIAL INSTRUMENTS
(Continued)

Fair value of the Group’s financial assets and financial
liabilities that are measured at fair value on recurring basis
(Continued)

Fair value hierarchy (Continued)

Financial assets at FVTPL BATESREEERA
EENESHEE

eI ROXFE @)

BREBHEENATVEFENEAEH
TRHEERTHEEN D FEE)

DVEER(E)

Held-for-trading investments  #H{EB HRE 3,668 - - 3,668
Structured deposits ERBMETFR - - 17,261 17,261
Available-for-sale AHHESREE

financial assets
Listed equity securities TR AN 24,539 - - 24,539

28,207 - 17,261 45,468

Financial liabilities sEas
Derivative financial TESRT A

instruments - (11,753) - (11,753)

There are no transfers between Level 1,2 and 3 during both years.

RAEFER E—E E_BRE=E
Z B AT AT B R

A EREARARLE
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Notes to the Consolidated Financial Statements
e MBEIRRME

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

8. FAIRVALUE OF FINANCIAL INSTRUMENTS 8. &@MIAMATFE®
(Continued)
Fair value of the Group’s financial assets and financial RERMHEEEN N FEAENAIEE
liabilities that are measured at fair value on recurring basis cREEREHMABENATEE)
(Continued)
Fair value hierarchy (Continued) NTPEER(E)
The valuation techniques and inputs used in Level 1, 2 and 3 fair ?@I%%—@' . %\:@&%EE@%@
value measurements of financial instruments are set out below: at 8 AT ER AR W) (B 05 U8 Bt A BUR S B

T

Listed equity securities classified as Asset: HK38981,000  Level 1 Quoted bid prices in active markets N/A N/A
AFS financial assets in the (2016: HKS24,539,000)
consolidated statement of
financial position

MERUBRARDRATHILE BE 8BI00ET F-E RRTSMHREAE TER TR

SREEN LTRAES (Z2—1%:
24539000 7T)

Listed equity securities classified as Asset: HKS680,000  Level 1 Quoted bid prices in active markets N/A N/A
held-for-trading investments in (2016: HKS3,668,000)
the consolidated statement of
financial position

RERUBRARDRARIE BE 6800008 £ ERTSHREAE oylii TER
BEREN HRAES (ZZ—%:

36680007 TC)

Structured deposits with banks in the Asset:nil Level3 Discounted cash flow. Structured deposits with Discount rate The estimated fair
consolidated statement of (2016:HK$17,261,000) banks are valued with reference to the value would
financial position embedded interest rate to discount the decrease if the

future income of structured deposits into discount rate is
present value. higher

FREBRARANEREERTER BE:T %=E ERRERE - BBUROEFSERAL  BRZE BREES

(ZB2—5"%: MR SR EFOAREALRERE A AHESLE -
1761000 7C) ETE

Foreign currency forward contracts Liability: nil ~ Level2 Discounted cash flow. Forward contracts are N/A N/A
classified as derivative financial (2016: HKS11,753,000) valued with reference to the “US$ and RMB"
instruments in the consolidated forward rate extracted from Bloomberg and
statement of financial position adopted the US Government bonds yield to

discount the future income of forward
contracts into present value.

REERBRARA BRI SR 8% %£-F BBRBLTE - BHANN2ZHENTE TER TER
TASHNEERRN (ZB—%: f) [ETEARE | BRERHE - TRH

11753000 7T) FEUMEFEEERERLOHRREA

HEERE-
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Notes to the Consolidated Financial Statements
REMBERRME

FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

REVENUE AND OTHER OPERATING INCOME 9.

Revenue represents fair value of the consideration received or
receivable and for goods sold and healthcare and hotel services
rendered in the normal course of business to customers, net of

discounts and sales related taxes.

Revenue and other operating income recognised for the year are as
follows:

W B HALEE A

Watgo W BB KEREREEKBRE
hEEF B EEmA R ERRE T
ERBHOREOXTE  MERFTHNREE

MRAMIA -

REZHERBO YRR EMLERAT

Revenue g
Sales of goods HEE® 393,761 386,516
Healthcare and hotel services EE R IR OB E AR TS 6,739 -
400,500 386,516
Other operating income HAb gl A
Interest income FEMA
— Bank deposits — HRITER 1,665 3493
— Held-to-maturity investments —RHEZEIERE 405 1,244
— Structured deposits with banks — ERBERITER 132 107
Total interest income B A LA 5 2,202 4,844
Dividend income g B UA 1,742 902
Fair value gain on investment BEMEN DT ERE
properties (Note 22) (Btet22) 250 -
Gain on deregjistration of subsidiaries BUHREM B A R Ay i - 2,846
Gain on disposal of held-for-trading HERIEEBRAMEER
investments 418 =
Gain on disposal of property, plant and HEWE - BEREE
equipment Cplilgas 81 =
Gain on disposal of AFS financial HERREESHEE
assets ol gy 8,186 -
Gain on disposal of subsidiaries M B A R R = 1,534
Government grants BT HBh &
— Amortisation of deferred income — FRIRTEWAE L
for the year (Note 41) (Bteta1) 23 24
— Grants related to expenses — ERERBEMEEWA
recognised as other operating A ARNHE S
income (Note b) (KizEp) 33 124
Net rental income (Note a) e WA FEE (KFa) 7,503 7,110
Waiver of amount due to a joint venture MR —MAEERE = 202
Waiver of other payables AL H M PRI FRIB 538 =
Sundry income WA 2,562 1,91
23,538 19,500
RESEREBRERAT 161
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Notes to the Consolidated Financial Statements
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FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

9.

1°'

162

REVENUE AND OTHER OPERATING INCOME 9. KEkHEMEBEKRA &)
(Continued)
Notes: Bt -
(@  Ananalysis of the Group's net rental income is as follows: @  AEEESEFEHONAT
Gross rental income He AR 8,057 8,086
Less: Outgoings incurred for B REREERSBAR
investment properties BEWMEFY REIFX
that generated rental income
during the year (554) (976)
Net rental income AL WA ERE 7,503 7,110
(b)  For the years ended 31 July 2017 and 2016, the amounts represent ) BEZ—H+ER_ZE-—R"E+LA=+—
unconditional grants from government for subsidising the operations HIEFE - BEAFEARTREEF
of enterprises in the PRC. TEEENEGEEMEE -
SEGMENT INFORMATION 10. SHEE

The Group's reportable and operating segments, based on
information reported to the chief operating decision maker
("CODM"), being the chief executive officer of the Company, for the
purpose of resource allocation and performance assessment focuses
on type of goods or services delivered or provided are as follows:

(@)  Silicone rubber and related products — manufacturing and
sale of silicone rubber and related products; and

(b)  Healthcare and hotel services — providing healthcare and
hotel services.

The segment of healthcare and hotel services is a new business
segment of the Group through incorporation of subsidiaries in
Hainan, the PRC during the year.

No reporting segment identified by the CODM has been aggregated
in arriving at the reportable segment of the Group.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2017
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Notes to the Consolidated Financial Statements

10. SEGMENT INFORMATION (Continued)

Segment revenue and results

The following is an analysis of the Group's revenue and results by

reportable and operating segment.

For the year ended 31 July 2017

e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

10. EBEH (&)

Pl eI E S

AT RAKEIRATHRE MK EDHBE DR

Yok K BT o

BE-_Z—tFtA=1+—HILEE

REVENUE Uk =

External sales EINHE 393,761 6,739 400,500
Segment results (including HEEE (BIERENEE

share of results of associates) NAIMELE) 14,495 (52,676) (38,181)
Unallocated expenses: Robcfx :

Directors’ emoluments o (6,031)

Central administrative costs AR ITER K AN (29,888)
Loss before tax R ATEE (74,100)

For the year ended 31 July 2016

BE-_E-A"FLtA=t-HLEE

REVENUE &=

External sales HINYEE 386,516 - 386,516
Segment results (including DEEE (BIERE G

share of results of associates) NGIOES)) (49,545) - (49,545)
Unallocated expenses: AORHAX :

Directors’ emoluments EEMHE (5.292)

Central administrative costs - RRITEAAR (18,181)
Loss before tax 4 F A ES IR ’ (73,018)

e : = AESHERAMLE | 409

=T EER



Notes to the Consolidated Financial Statements
e MBEIRRME

FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

10. SEGMENT INFORMATION (Continued) 10. SEBEH (&)

Segment revenue and results (Continued)

The accounting policies of the operating segments are the same as
the Group's accounting policies described in Note 3. Share of results
of associates is included under silicone rubber and related products
segment as CODM considers that their performance assessment is
same as subsidiaries in this segment. Segment results represent
profit earned by (loss from) each segment without allocation of
directors’ emoluments and central administrative costs. This is the
measure reported to the CODM for the purposes of resource
allocation and performance assessment.

Segment revenue reported above represents revenue generated
from external customers. There were no inter-segment sales in the
current year (2016: nil).

Segment assets and liabilities

The following is an analysis of the Group's assets and liabilities by
reportable and operating segment:

Segment assets

DRI R K R AE ()

REDH NG BRR AN E3FEANKE
MG RRER - R ERLERKER
o ERIFHEEZ D F 2 M B A RAER -
BEEH 2 AR AT AW B RARE
mAE e DHFERELBILEEHE
KPR RITEREANERT &0 BRI
A (EERNER) BH2BTEIELE
REENETERDBERREHENFE -

EX2HND BMPRBINBELEENK
2o AFEWESHHEEE(CT—RF:
&) o

DHEERES

AT RAEBEIRAHREREED HBEDH
BERAERDN

DEREE

Silicone rubber and related products BB KR E G 491,567 567,746
Healthcare and hotel services BRI OB E RS 462,022 =
Total segment assets DEPEERE 953,589 567,746
Unallocated corporate assets RO RABIEE 914 -
Consolidated total assets HAEBERE 954,503 567,746

164 TA YANG GROUP HOLDINGS LIMITED

ANNUAL REPORT 2017



Notes to the Consolidated Financial Statements

e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 BE -ZT—+FtA=-+—HILtFE

10. SEGMENT INFORMATION (Continued)

Segment assets and liabilities (Continued)

Segment liabilities

SEBEHEE)

DEEEREE#E)
DEEE

Silicone rubber and related products W KREE SR 163,524 156,584
Healthcare and hotel services BB REE OB E RS 341,752 =
Total segment liabilities HE A ERTE 505,276 156,584
Unallocated corporate liabilities Ko ARIAE 5,341

Consolidated total liabilities e AEeRE 510,617 156,584

As at 31 July 2017, segment assets and liabilities of the silicone
rubber and related products include interests in associates, amount
due from an associate, and amount due to an associate of
approximately HK$2,816,000 (2016: HK$2,916,000), HK$65,000 (2016:
HK$65,000) and HKS 1,324,000 (2016: HK$538,000) respectively.

For the purposes of monitoring segment performance and allocating
resources between segments:

all assets are allocated to operating segments other than
assets for corporate use including certain furniture, fixtures
and equipment, deposits and other receivables and bank
balances and cash; and

all liabilities are allocated to operating segments other than
corporate liabilities including certain accrued expenses and
other payables.

RZE—+tFtA=+—H WRBRKAH
ERNOsBEERAGERES ALY
2,816,000/ 7L( = & — 75 F © 2,916,0007%8
JC) * 6500078 7C(ZF— /X4 1 6500078 7T)
521,324,000 7T (ZZF —754 © 538,000/ 7T)
REFE AR - BIR—BEBE QRN
T8 K A — g & A B RA o

RERNBRAELRR DB ZEIEEERMN

BREARAENEE(RBRERE TR
il KRERRME R REMRKK
BURRITEHIIRS) I FEE
EONREREDE &

BARABE(BEE TEAAEE
RN FRIE) I AERERDER

BEDER

KRB AR
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FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

10. SEGMENT INFORMATION (Continued) 10. SEBEH (&)

Hihp HE R
BE-_Z—tFtA=1+—HLEE

Other segment information

For the year ended 31 July 2017

FARBRAX D HEE

Amounts included in the

measure of segment results FENTHE

or segment assets:
Additions of non-current assets REFNBEE 56 28,084 421,054 449,194
Allowance for inventories FERE - - - -
Amortisation of prepaid lease BT E TR

payments - 228 2,684 2,912
Depreciation of property, ME  BERRETE

plant and equipment 60 14,126 3,559 17,745
Fair value gain on investment REWMEN R T AR

properties = (250) = (250)
Fair value loss on derivative TESBTIANATE

financial instruments g = = - -
Fair value loss on held-for- BIEEERENATE

trading investments 518 = 184 - 184
Gain on disposal of HEAHRBESREE

AFS financial assets SolhE = (8,186) = (8,186)
Loss (gain) on disposal of HEWME - BE RRE

property, plant and equipment HYE R (as) 35 (249) 133 (81)
Impairment loss recognised in AT S IERRERE

respect of: &1

— trade receivables —ERE SERX = 1,402 - 1,402

— AFS financial assets —AHHESREE = 160 = 160

— property, plant and — W% BEREE

equipment - - - -

Interest expenses FlBFX = 844 20,410 21,254
Interest income FIEHA = (2,164) (38) (2,202)
Investment loss from TESRTANKE

derivative financial g

instruments = 2,469 = 2,469
Reversal of allowance for B E1TF SR

inventories - (4,376) = (4,376)
Reversal of impairment loss in BB W E R

respect of other receivables HREEE = (2,049) = (2,049)
Share of results of associates YA NG = 1,625 = 1,625
Write-off of trade receivables JE Mk & 55 B i 8 = = - -
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FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

10. SEGMENT INFORMATION (Continued)

Other segment information (Continued)

For the year ended 31 July 2016

10. SEBEE 2
HibhpHER (&)
BE-_Z—XR"EtA=+—HILEE

Amounts included in the
measure of segment results
or segment assets:

Additions of non-current assets
Allowance for inventories
Amortisation of prepaid lease
payments
Depreciation of property,
plant and equipment
Fair value loss on
investment properties
Fair value loss on derivative
financial instruments
Fair value loss on held-for-
trading investments
Gain on disposal of
AFS financial assets
Loss on disposal of property,
plant and equipment
Impairment loss recognised in
respect of:
— trade receivables
— AFS financial assets
— property, plant and
equipment
Interest expenses
Interest income
Investment loss from derivative
financial instruments
Reversal of allowance for
inventories
Reversal of impairment loss in
respect of other receivables
Share of results of associates
Write-off of trade receivables

FARBREAX S HEE
FTEHER -

REFRBEE
BEEE
BNEE AR

WmE - WERRETE
REMEFNATEBE

fTESMIANATE
B
BEEERENATE
B
HETHNESREE
HO Yk
HEME - BFELRE
R
AT S IRRERHRME
B

— RKE SRR
—ARHESREE
—0%  BEIERE

FMEFX
FBHA
TEERTANKRERR

BEEERE

BEABRLELHE
BB ERE

[ T e

R 5 7 2 5

234 16,842 - 17,076
- 1967 - 1967
- 2143 - 243
7 13,810 - 13817
- 601 - 601
- 4052 - 4,052
- 1076 - 1076
- 3218 L 3218
- 1,059 - 1,059
- 667 = 667
= 4097 £, 4097
= 701 - 701
e (4,844) X (4,844)
= 10333 = 10,333
= (5,221) = (5,221)
= (1,116) 2 (1,116)
= 507 = 507
—— 4877 = 4877

==  XAREERARAT
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FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

10. SEGMENT INFORMATION (Continued) 10. EEH &)
Revenue from major products and services FTEERRRBKRE
The following is an analysis of the Group’s revenue from sales of its REEMIMNDEFHE K 2 m R
major products and provision of services to external customers: RRIEFAT R Z= D ATLA T

Consumer electronic devices HBETEBEREER

peripheral products 220,314 175,054
Keypads for computers and notebooks B RERAE MR 49,504 58,828
Lifestyle products HVEEM 29,300 37,799
Mobile phone peripheral products FHEZEM 14,002 9,948
Automotive peripheral products AHEERER 32,650 31,509
Chemical products {LEER 14,980 43,487
Other products HAbEm 33,011 29,891
Provision of healthcare and R EEREOBE RS

hotel services 6,739 -

400,500 386,516
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FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

10. SEGMENT INFORMATION (Continued)

Geographical information

The Group's operations are principally located in the PRC and Hong
Kong.

Information about the Group’s revenue from external customers
based on the location of the customers and information about its
non-current assets by geographical location of the assets are
detailed below:

10.

2EWEH )
hEER
AEBNZEFEVRPEREE -

AEBEREFAERE D 2 REIBES
MRS E R RIREEMEE D ZIFRE
BEEBBFIIT

The PRC B (BRI
(excluding Hong Kong) 160,997 176,541 565,464 159,301
Hong Kong &5 69,143 71,492 9,333 8,825
Other Asian countries H s MBI 69,973 73,670 13,046 12,825
America EM 75,807 43,519 - -
Europe (HY 24,580 21,294 - =
400,500 386,516 587,843 180,951

Non-current assets exclude AFS financial assets.

Information about major customers

Revenue from customers contributing over 10% of the total sales of
the Group in both years are as follows:

FRBEELTBEARKESREE -

FEFEFEHR

RREEE KEGHAEEBEERED
10% KB P R & o T -

Customer A ZFEH
Customer B BEZ

N/A 138 A 2 43,487
54,9383 N/A N E A 2

Sales are derived from the sale of chemical products.

The corresponding revenue did not contribute over 10% of the total
revenue of the Group.

Sales are derived from the sale of consumer electronic devices
peripheral products and automotive peripheral products.

~

w

! HEBRLRAHELEER °

2 F B L e R I SR R 5 A R B M S AR AR O
10% °

: HEBDRAHEHEETRERAEER
RREBEEER °

A EREARARLT
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FORTHE YEARENDED 31 JULY 2017 B EZE=T—+tF+tA=1+—HILFE

11. OTHER EXPENSES

11. HtpAX

Exchange losses i 5 5 1E 234 2,321
Fair value loss on derivative TEERMIANATE

financial instruments E518 = 4,052
Fair value loss on held-for-trading BIEEBERENATE

investments [E518 184 1,076
Fair value loss on investment REMEN N TEEE

properties (Note 22) (Bt 22) - 601
Impairment losses recognised in AT B IEMRERE

respect of: &8 -

— AFS financial assets — Attt ESRmEE 160 667

— property, plant and equipment — ¥ - BB RERE = 4,097
Investment loss from derivative TEE R T AMIREER

financial instruments 2,469 10,333
Loss on disposal of held-for-trading HEREEBERENEIE

investments = 1,130
Loss on disposal of property, HEWE - WEREED

plant and equipment [E518 = 3,218

3,047 27,495

12. FINANCE COSTS

12. MEAF

Interest on: LA & IERAE

Secured bank borrowings BEBEITER 19,713 701

Loans from a related company —FIRERRIER 174 -

Loans from third parties E=FER 1,367 =
21,254 701
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FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

13. INCOME TAX CREDIT

3. iR NESR

Current tax BREARR 1A
PRC Enterprise Income Tax PR EREH - 8
(Over) under provision in prior years BAFERE(ER) TR
Hong Kong Profits Tax BENEH 1 -
PRC Enterprise Income Tax PR ERSH (7) )
(6) (4)
Deferred taxation (Note 42) RIERIIE (Hfat42)
Current year REE (34) (772)
(40) (768)

Hong Kong Profits Tax has not been provided for in the consolidated
financial statements for the years ended 31 July 2017 and 2016 as
the Group did not derive any assessable profits.

Pursuant to the rules and regulations of the Cayman Islands and BV,
the Group is not subject to any income tax in the Cayman Islands
and BVI.

No provision for Indonesia Income Tax for the years ended 31 July
2017 and 2016 has been made as the subsidiary operating in
Indonesia did not generate any assessable profits in Indonesia.

Ta Yang Group (Macao Commercial Offshore) Limited is incorporated
as a commercial offshore entity in Macau and is exempted from
Macau Complementary Income Tax.

No provision for Taiwan Profit-Seeking Enterprise Income Tax for the
years ended 31 July 2017 and 2016 has been made as the Group did
not generate any assessable profits in Taiwan.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law")
and Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% from 1 January 2008 onwards. Accordingly,
provision for PRC Enterprise Income Tax for the PRC subsidiaries is
calculated at 25% of estimated assessable profits for both years.

HRAEEBEE _T—tFR_F—RF
tA=+— R FE W EE S ER
BN - W ENRE M B HRRIELTEN
SiEsE -

RERSHERABRELESNRA KL
B AEEDABMRERERRBRERK
HEREMER

HRENELENHE AR EENEE
EEFARERBEN Rt EpHE—F
—tFERZFE-RFELA=Z+BLFE
TR ENEFTIS B -

RASBECRPIBFEHERSE) ARARE
B REEF B ERGEE - ER
RBARFIFTSFZEN ©

HRAREBE TR -_T—RF
tA=+-RLFEIERBEELEM
FERBLEA - Rt W IR B EE R X
PRISHHRE -

BIERBRCEMERE(REMERIE]D
FE¥EMBTFIABRIES - FEBAR
R_EENF—A—BEOFREE2%-
E it - BB A R A R B ¥ TS B
e 1R 52 W 8 F [ A9 {7 5T FE 2R B s 1 D 25%
TE -
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R e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

13. INCOME TAX CREDIT (Continued)

The income tax credit for the year can be reconciled to the loss
before tax per the consolidated statement of profit or loss as follows:

13. FhiigiER 2

RIEEEARMNT -

FAMGHRERRGABRERAEANRE

Loss before tax 7% Al B 18 (74,100) (73,018)
Tax credit at rates applicable to loss in REANBEEEEEEFEN

the jurisdictions concerned MRAENHEIRE (11,987) (8,727)
Tax effect of income not taxable for BARBWANT HE

tax purposes (3,785) (3,260)
Tax effect of expenses not deductible NIRRT MRS E

for tax purposes 2,249 3,033
Tax effect of share of results of associates DNEE N T RENT L 268 84
Utilisation of tax losses previously not B BT I BRI EIE

recognised (773) (301)
Over provision in prior years, net BAEFEEREBRBTE (6) (4)
Tax effect of tax losses not recognised RERRIEEBOHIE L 13,994 8,407
Income tax credit for the year FRFSHER (40) (768)

Details of deferred taxation are shown in Note 42.
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e MBEIRERME

FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

14. LOSS FORTHE YEAR

Loss for the year has been arrived at
after charging (crediting):

Auditor's remuneration
Allowance for inventories
(included in cost of sales)
Amortisation of prepaid lease payments
(Note 21)
Costs of inventories sold (Note)
Depreciation of property,
plant and equipment (Note 19)
Directors’ emoluments (Note 18)
Impairment loss recognised in respect
of trade receivables (Note 29)
Payments under operating leases in
respect of land and buildings
Research and development costs
Reversal of allowance for inventories
(included in cost of sales)
Reversal of impairment loss in respect
of other receivables (Note 29)
Staff costs (excluding directors’
emoluments) (Note 17)
Write-off of inventories
(included in cost of sales)
Write-off of trade receivables

14.

FABBETEME GHA)
AT&IA

2 Gl n
FEEREGIAHERA)

BNREFREH (FaE21)

BEFERA(HE)
(Ktat19)

EEME (MiF18)

FhRE W B 28R SRR Y
BRI (K 29)

BT RETHREHE
BTN R

IEIEN

B ElF B3 e (FEAEERA)

B[O B R L A IR M
IEEE (K 29)

BINATERRESHE)
(Kt 17)

FEMHE G AEERR)

e B 5 IR K 84

FABR

1,270

2,912
288,659

17,745
6,031

1,402

7,953
4,110

(4,376)
(2,049)
170,010

744

1,270

1,967

243
320,248

13,817
5292

1,059

9,968
2,195

(5,221)

(1,116)

154,590

808
4,877

Note:

Cost of inventories sold includes approximately HK$98,336,000 (2016:
HK$112,239,000) relating to staff costs, depreciation expenses and operating
lease charges which amounts are also included in the respective total

amounts disclosed separately above.

et -

EEFEXNABEEETHA ERZ REE
HEERABN S 983360008 L (=T —N
£ 1122390008 7T) - BAKENREFTAR EX

BURBOBRBEN -

RESEREBRERAT
=T LFFR
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e MBEIRRME

FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

15. DIVIDENDS 15. &R
No dividend was paid or proposed during the year ended 31 July REEZT—tFtA=-T—HLFEL
2017, nor has any dividend been proposed since the end of the EINNERRRENRE  BEWMEHR
reporting period (2016 nil). AR MR R B MR E (2T —RF -
/) o
16. LOSS PER SHARE 16. HEEBIR
(@) Basic @ E=K
Loss per share is calculated by dividing the loss attributable to BREEDEMEFERATHEEA
owners of the Company by the weighted average number of FEMREERIAE BT S AR IR T
ordinary shares in issue during both years. HEYEHE -
Loss for the year attributable to RAREE NEEFEEEE
owners of the Company (HK$'000) (F%&L) (72,943) (71,304)

174

Weighted average number of ordinary BET I AR A INE T &L

shares in issue (000) (TR0 865,257 781,747
Loss per share (HK cents) FIREE BI) (8.43) (9.12)
Diluted (b #pH
Loss for the year attributable to KNARER ANEEFEEE

owners of the Company (HK$'000) (F%&7T) (72,943) (71,304)
Weighted average number of BETE AR INE TS

ordinary shares in issue ('000) (F50) 865,257 781,747
Effect of dilutive potential ordinary AITFEREEERN TR

shares derived from exercising of B EE R

share options - 360

865,257 782,107

Loss per share (HK cents) FIREE BI) (8.43) (9.12)

During the year ended 31 July 2017, the basic loss per share REBEE—Z—tF+A=T—HILF

and the diluted loss per share are the same because there are T EREANERESGIREEEEE

no potential dilutive shares outstanding. [ - BRI ERITEIN B
i fm o
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e MERRME

FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

17. STAFF COSTS (EXCLUDING DIRECTORS’
EMOLUMENTS)

7. BIRX(FEEEEHL)

Salaries, allowances and other benefits e ZELNEMER 152,605 136,547
Severance payment BEE 6,025 5,638
Retirement benefit schemes contributions RRERET 2R 11,380 12,405

170,010 154,590

The subsidiaries in Hong Kong operate defined contribution
schemes under the Hong Kong Mandatory Provident Fund Schemes
Ordinance which are available to qualified employees. The assets of
the schemes are held separately from those of the subsidiaries in
independently administered funds. Monthly contributions made by
the subsidiaries are calculated based on certain percentages of the
applicable payroll costs or fixed sums as stipulated under the
relevant requirements, with maximum relevant income level for
contributions of HK$30,000 monthly.

Pursuant to the regulations of the relevant authorities in the PRC, the
subsidiaries of the Group in this country participate in respective
government retirement benefit schemes (the “Schemes”) whereby
the subsidiaries are required to contribute to the Schemes to fund
the retirement benefits of the eligible employees. Contributions
made to the Schemes are calculated based on certain percentages
of the applicable payroll costs as stipulated under the requirements
in the PRC. The relevant authorities of the PRC are responsible for the
entire pension obligations payable to the retired employees. The
only obligation of the Group with respect to the Schemes is to pay
the ongoing required contributions under the Schemes.

Employees employed by the Group's operations in Macau Special
Administrative Region (“MSAR”") are members of government-
managed retirement benefits scheme operated by the MSAR
government. The MSAR operations are required to pay a monthly
fixed contribution to the retirement benefits schemes to fund the
benefits. The only obligation of the Group with respect to the
retirement benefits schemes operated by the MSAR government is
to make the required contributions under the scheme.

BEBEONBARIRESBRBIERESET
SlEPl BEEREEB R EEMEREE -
ZENEMNEERBUEEESHER &
WERARIMEESR - B RS AKRE
BH MR ANE T E DR E R E R
PR A B B SRR IE R - R B U
KFE LR AS A 300008 7T -

RETEBRERNRG - ARENER
M 12 AR T AR KR R8I ([ 5%
58] MEBRARARLAZEEE
HE - RAEREBEEORIKEMNEHE
& - MZEFEMEROHRTIZDERP
AAMNERFHRANETE LS -
TEAFEERAERARKBEXNEER
KRE - ARERZFHENE—BERR
B N2 ETEIFTARE SR o

AEBPRPIFRITTHRE (DRPIFE 1) B
EB PR A E B AR R BT A E
BREEERARBAETEINKE - RRFR
EEENRBARZENRBNEEAE
HEBENR  RERRBANRMHES - Bt
TEOR PRy [ BT P48 16 B R K48 A 5t 81 T
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Notes to the Consolidated Financial Statements
e MBEIRRME

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

17. STAFF COSTS (EXCLUDING DIRECTORS’ 17. RIBF(FEBEEME) @)
EMOLUMENTS) (Continued)
The retirement benefit schemes contributions represent BB ERTEARBATEARE

Eoaies e 3 =] Bi%wd

contributions by the Group to the Schemes operated by the relevant Eax;\Li\J ﬁ/z*fﬂ'l'j%” %ﬁﬁ%ﬁkﬁj ﬂy\ljii‘]’
authorities of the PRC, the retirement scheme operated by the MSAR f_giijggff’%& BIERMERMRR
government and the defined contribution schemes operated in e TR
Hong Kong and Taiwan.
Details of the Company’s share options granted to the employees of AAFETAEEESBRENSIERRN
the Group are set out in Note 43. EYER

18. DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S 18. EERTTHEAZME
EMOLUMENTS

(a) Directors’ and chief executive officer's emoluments @) EBERTHARHNS
The emoluments paid or payable to each of the eleven (2016: PR EN T —Z(ZE— K5
sixteen) directors and the chief executive officer (the "“CEQ") TARB)EF(BETHRAR (1T
are as follows: ®ED)ZFEHMSHEIIMNT -
For the year ended 31 July 2017 BE-Z—tHtA=+—HLEE

Executive directors BITES

ShiQi % - 2,400 200 18 2,618
Xu Chendi st - 2,000 167 18 2,185
Qiu Yonghao il = S - - -
Huang Te-Wei BER = 840 70 18 928
Non-executive directors FHTES

Han Lei 2 = - - - -
Gao Feng Ak = S - - -
Wang Yayuan (Note ) TRE W) = - - - -
Independent non-executive directors BIFHITES

Zhang Lijuan KA = - - - -
Pak WaiKeung 5[ 180 S - - 180
Yeung Chi Tat (Note) mEE(WHHy) 120 - - - 120
Lian Yi (Note ) E% (Wit - - - - -

300 5,240 437 54 6,031
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e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

18. DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S
EMOLUMENTS (Continued)

(a)

Directors’ and chief executive officer's emoluments
(Continued)

For the year ended 31 July 2016

18. EERITHERME »0)

(a)

EERTHARME (&)

BE_ZE-R"ELtA=T+-HLEE

Executive directors HTES
Shi Qi (Note) ok - 800 67 6 873
Xu Chendi (Note ) SR () - 667 55 6 728
Qiu Yonghao (Note ) xR (W) - - - - B
Huang Sheng-Shun (Note i) BRI - 900 75 13 983
Huang Te-Wei BER - 857 70 18 945
Wong Tak Leung (Note i BER(WZi) - 581 48 14 643
Kwok Yiu Kai (Note i) PR (Hrztin) - 540 45 14 599
Non-executive directors FHTES
Han Lei (Note E& (W) = - - - -
Gao Feng (Note) m& i) - - - - -
Wa Ih Chen (Note i) KEA i) 124 - - - 124
Independent non-executive directors BUFHiTES
Zhang Lijuan (Note/i) RAR i) - - - - -
Yeung Chi Tat B 165 - - - 165
Pak Wai Keung (Note i Higa (M) 47 - - - 47
Kirk Yang (Note i IR (i) - - - - -
Hsieh Yu (Noteiii) H (Wztin) % - - - 90
Jou Yow-Jen (Note i) AL (W) 90 - - = 90
516 4345 360 Il 5292
Notes: Bfat
(i) Appointed on 6 April 2016. 0] RZZ—ARFMNASNBEEZE -
(i)  Appointed on 27 April 2016. iy RZZE—ARFOAZ+EBEEEZE-
(i) Resigned on 27 April 2016. iy AT RNFEEA=T+tEHEHE
(iv)  Appointed on 19 December 2016. vy RZZ—A"E+t-A+ILBEZF-
(v)  Resigned on 10 September 2017. ) R-ZE—+tFNA+HET-

A EREARARAT
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Notes to the Consolidated Financial Statements
e MBEIRRME

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

18. DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S
EMOLUMENTS (Continued)

(a)

178

Directors’ and chief executive officer's emoluments
(Continued)

Huang Te-Wei acted as the CEO of the Company until 5 April
2016. With effect from 6 April 2016, Shi Qi is appointed as the
CEO of the Company. Their emoluments disclosed above
include those for services rendered by them as the chief
executive officer.

No directors and the chief executive officer waived or agreed
to waive any emoluments during both years.

The bonus for both years represents one month salary at
discretionary of the Board, taking into account of the Group's

profitability and director’s performance.

Senior management’s emoluments

Of the five individuals with the highest emoluments in the
Group, two (2016: four) were directors including chief
executive officer of the Company whose emoluments are set
out above. The emolument of the remaining three (2016: one)
individual is as follows:

(a)

(b)

18. EERITHERME »)

ESRITRERMNE (@)

BEE_T-RFUARA BRE—
BEEBARRITHRAE - e —F
—NEOANBREERESRNRRIT
BB - EXFIBENMEBRRE
ERTTRAHEHREAMSE -

RREFE  BEERERITHARR
BEXABRREAHE

MEFENTEAEEEE RAKE
MAEMENREERRE  BBET
BH—EA%HSE -

SREEEME

AEBRAERHFALH BME(Z
T—RF  HB)RARAEZ (B
TTHARE)  BRENHSER X -
BT=%2(ZF—RF: —R)n#z
LI

Salaries, allowances and other benefits e o ZELNEMER 6,980 921
Retirement benefit schemes RIREFIFT B
contributions 33 18
7,013 939
The emolument is within the following bands: e FATEHE :

Nil to HK$1,000,000

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

Z 2 1,000,00075 7T

1,500,001 7 7T & 2,000,000 75 7T
2,000,001 # 7T = 2,500,000 78 T
3,000,001 #5 7T 2 3,500,000 78 T

[ |
|
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Notes to the Consolidated Financial Statements
e MBEIRERME

FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

19. PROPERTY, PLANT AND EQUIPMENT 19. ¥ - BER&M

CosT AR

At1 August 2015 RZE-1EN\A—-H 90317 6732 293733 702 92,081 553085
Exchange realignment AR (3707) (346) (18463) (3939) (5787) (32241)
Additions NE 1,266 m 705 193 3192 13558
Revaluation for items transferred to EfERERENE

investment propertes AR 12548 5 5 5 5 12548
Transfer toinvestment properties (Note 22) BEERENE(WHD) (48,954) - - - - (48954)
Disposals e = (1199) (66:404) (17835) (3962 (893%9)
Elimination on disposal of subsidiaries HERBAREHHE

(Note 46) (Hi46) = = 6) 78 (114 (197
At31 July 2016 RZE-A"FLA=T-H 51470 5300 25917 50303 85410 408400
Exchange realignment ERAE 1418 (1) (047) (299) (1354) 2309
Additions NE 12310 1717 12336 15286 7,91 48940
Additions through acquisition of assets ARREEERE

(Note 45) (Hrit4s) 163,749 = = = = 163,749
Reclassified tonon-currentassets held forsale B EEE{ELEN

(Note 30) FRBEE WA ) (4612 - - - - (4612)
Revaluation for items transferred to EfERERENE

investment properties MEE 1,885 - - - - 1,885
Transfer to investment properties (Note 22) ERSRENEWZ2) (3940) - - - - (3940)
Disposals/write-off HE (4219) (1619 (37001) (4745) (67,065) (114648)
At31 July 2017 RZE—+F+A=1-A 218062 5377 189,205 60545 128 497,471
ACCUMULATED DEPRECIATION AND ZiERAE

IVPAIRMENT

At 1 August 2015 RZE-RENA-H 63524 4993 247084 61,946 75453 453,000
Exchange realignment ERAZ (2907) (268) (15767) (3331) (5.263) (2753)
Provided for the year (Note 14 EnEE T 1) 846 2% 6707 1424 4584 13817
Impairment loss recognised in profit or loss MR RESE 274 14 2048 388 1373 4097
Transfer to investment properties (Note 22) BEERENE W7 2) (2229) = = = = (2229
Eliminated on disposals B = (118) (59599) (16738) (3962) (81,442)
Elimination on disposal of subsidiaries HENBLRNEE

(Note 46) (fyit46) = = @] (53) (114) (171)
At31 July 2016 RZE-~"ELA=1T-A 39445 385 180469 43636 7207 339473
Exchange realignment ERAE (319 (19 (1801) (364) 1200 (3703)
Provided for the year (Note 14) EREEHE 1) 2999 588 6232 2640 5286 17,745
Reclassified to non-currentassets held forsale B PEEE{ELEN

(Note30) FERBEE (i) 31) - - - - B31)
Transfer to investment properties (Note 22) ERTRENE (W) (1892) - 5 = - (1892)
Eliminated on disposals/write-off e / HSHR 8 2913) (751) (34594) (4.292) (61542) (104,092)
At31July 2017 RZE—tF+A=1-H 3789 3670 150306 41620 14615 247500
CARRYING VALUES BEE

At31 July 2017 R=F—tF+A=1-H 180773 1707 38899 18925 9667 249971
At31 July 2016 R=Z=nEtA=1-H 12025 148 35448 6667 13339 68927

X EEEERARLT
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e MEBRRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+tA=+—HILFE

19. PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment are depreciated
on a straight-line basis over the estimated useful lives less residual
values as follows:

Properties held for own use situated on leasehold land are
depreciated over the shorter of the unexpired term of lease and their
estimated useful lives, being no more than 50 years after the date of
completion.

Estimated useful life

19. ¥% - BER®RM &)

AL - BFE RRMEEB ABEREIRIA
TEFT AR F BRI SREETERE

ME LT EHH5EE MM ERREROE
BN EL b AT A 4 B (52K B B3R 505 )
MBEENE -

Residual value

fhat A E A F 5 FIEREE
Motor vehicles 5 years 10%
E CE:S
Plant and machinery 10 years 10%
B B N 23 104
Furniture, fixtures and equipment 5 years 10%
Btk - RERRE 54F
Leasehold improvements Shorter of the lease term and 5 to 10 years =
HEMEEE HERSZE 106 » B ERE

In view of the continuing operating losses and the suspension of
operations of certain subsidiaries operating in the PRC during the
years ended 31 July 2017 and 2016, the directors of the Company
have performed impairment assessment on the property, plant and
equipment of subsidiaries operated under the operating segment,
silicone rubber and related products, as at 31 July 2017 and 2016.
The recoverable amounts of these property, plant and equipment
have been determined by an independent professional valuer, BMI
Appraisal Limited (“BMI") based on value-in-use calculations. The pre-
tax discount rates in measuring the amounts of value-in-use range
from 21.45% to 22.86% per annum in relation to these property,
plant and equipment (2016: range from 20.30% to 20.74% per
annum). There has been no change from the valuation technique
used in prior year. As a result of the impairment assessment, an
impairment loss of approximately HK$4,097,000 (2017: nil) had been
recognised in respect of these property, plant and equipment during
the year ended 31 July 2016.

An impairment assessment on the properties held for own use
operated under the operating segment, healthcare and hotel
services, has been disclosed in note 21.

TA YANG GROUP HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements

e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

19. PROPERTY, PLANT AND EQUIPMENT (Continued)

The carrying value of properties held for own use shown above
comprises of:

9. Y% - BERME 2

LRFHEE AMENEEERRE

Medium-term leases RHEIEE
— in Hong Kong —IREHE 7,640 7,875
— outside Hong Kong — HABHEH 173,133 4,150
180,773 12,025

As at 31 July 2017, land and buildings located in Hong Kong under
medium-term leases with carrying value of approximately
HK$7,640,000 (2016: HK$7,875,000) have been pledged to secure
banking facilities granted to the Group.

As at 31 July 2017, land and buildings located in the PRC under
medium-term leases with carrying value of approximately
RMB142,904,000 (equivalent to approximately HK$164,340,000)
(2016: nil) have been pledged to secure bank borrowings amounting
to RMB238,000,000 (equivalent to approximately HK$273,700,000)
granted to the Group.

R-ZE—+E+A=1+—8B BEEEYD
7,640,000 778 (= —7<4F © 7,875,000/ 7T)
MABBBERHHEESAN T RIETF
BFIEE EARNEBRERRITEED
iR -

RZE—+E+A=+—8" REEHA
R ¥ 142,904,000 7T (48 & 7 #7 164,340,000 /&
T0) (ZE—RXF TR EREH B
EREMNIHREFETER EALSE
B T AR 1T 15 A R 5 238,000,000 7T (8
B4 273,700,000 7 T ) KUHELR ©

A FEMBRERLT
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e MBEIRRME

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

20. INTANGIBLE ASSETS 20. |EHEE

COST A
At 1 August 2015 RZZ—RFENA—B 7,440 - 7,440
Exchange realignment M A2 (480) = (480)
At 31 July 2016 R—_ZE—X"FtA=+—H 6,960 S 6,960
Exchange realignment e H R (60) 4 (56)
Additions NE = 379 379
At 31 July 2017 RZE—+F+A=+—H 6,900 383 7,283
ACCUMULATED R B REE

AMORTISATION AND

IMPAIRMENT
At 1 August 2015 RZZE—RENA—H 7440 = 7440
Exchange realignment b H R (480) - (480)
At31July 2016 M-Z—XFE+tHA=+—8 6,960 - 6,960
Exchange realignment ME 5 B (60) - (60)
At 31 July 2017 RZE—tFtA=+—H 6,900 - 6,900
CARRYING AMOUNTS REE
At31July 2017 RZE—tFt+tHA=+—H - 383 383
At 31 July 2016 H-Z—AEtA=+—8 - - -
The Group's golf club membership of HK$383,000 (2016: nil) at 31 AEEBR_TE—tFLA=+—HERX
July 2017 is assessed as having indefinite useful life because there is e EE 3830008 (ZF—RF :
no time limit that the Group can enjoy the services provided by that B)DAEREERAGHAEH  RESXR
golf club. SEZAEESBRRIRG AR HNRE

A BRI R ) ©
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Notes to the Consolidated Financial Statements
REMBERRME

FORTHE YEARENDED 31 JULY 2017 BE_ZT—+F+tA=+—HILFE

21. PREPAID LEASE PAYMENTS

21.

The prepaid lease payments consist of cost of land use rights in
respect of land located in the PRC held under medium-term leases,
on which the Group's factory plants, staff quarters, hotel and
healthcare center are built. During the year ended 31 July 2017,
certain lands were transferred to investment properties. The
remaining period of the land use rights of the Group ranges from 34
10 46 years (2016: 35 to 42 years).

AAHRERE

FENEEFERER BN R
ERBMH L (REBETZRE M EEB KR
B BIREE BERBEREP LN
WERAERAE - BE-_T—+Ft A
—t—HLFE ETIHEEREERE
W o NEE L FEARNORIGHREN T
MELF(ZE—RF 3B52RF)TE -

CosT RAE
At 1 August HAA—H 11,270 15,719
Revaluation for lands transferred to SREREREYEN T

investment properties 972 11,156
Additions NE 7,458 -
Additions through acquisition of assets FHRWEEERNE (Mat45)

(Note 45) 226,130 -
Reclassified to non-current assets held ENOEEREHENIER

for sales (Note 30) & (Mat30) (6,368) =
Transfer to investment properties B EYE (Wit 22)

(Note 22) (1,113) (14,713)
Exchange realignment [E 5 F % 2,297 (892)
At 31 July REA=+—H 240,646 11,270
ACCUMULATED AMORTISATION AND R B RRE

IMPAIRMENT
At 1 August BAA—H 3,931 4558
Charged for the year (Note 14) FANMNG (BT 14) 2,912 243
Reclassified to non-current assets held BN S BEERELERIERD

for sales (Note 30) B (Mat30) (42) =
Transfer to investment properties EREREWE (K iF22)

(Note 22) (32) (590)
Exchange realignment b A2 (4) (280)
At 31 July RtA=+—H 6,765 3,931
CARRYING AMOUNTS REE
At 31 July EEI=— 233,881 7,339

RESEREBRERAT 183

T tEFR



Notes to the Consolidated Financial Statements

e MEBRRME

FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+tA=+—HILFE

21.

184

PREPAID LEASE PAYMENTS (Continued)

In view of the continuing operating losses and the suspension of
operations of certain subsidiaries operating in the PRC during the
years ended 31 July 2017 and 2016, the directors of the Company
have performed impairment assessment on the prepaid lease
payments of subsidiaries operated under the operating segment,
silicone rubber and related products, as at 31 July 2017 and 2016.
The recoverable amounts of these prepaid lease payments have
been determined by BMI based on value-in-use calculations. The
pre-tax discount rates in measuring the amounts of value-in-use
range from 21.45% to 22.86% per annum in relation to these prepaid
lease payments (2016: range from 20.30% to 20.74% per annum).
There has been no change from the valuation technique used in
prior year. As a result of the impairment assessment, no impairment
loss has been recognised in respect of these prepaid lease payments
during the years ended 31 July 2016 and 2017.

The directors of the Company have performed an impairment
assessment on the properties held for own use with carrying values
of approximately HK$164,340,000 (2016: nil) and the related prepaid
lease payments with carrying values of approximately
HK$226,945,000 (2016: nil) of subsidiaries operated under the
operating segment, healthcare and hotel services, as at 31 July 2017
based on a valuation performed by BMI using the comparable
approach where comparison based on prices realised or market
prices of comparable real properties. Comparable real properties of
similar size, character and location are analysed and weighed against
all the respective advantages and disadvantage of each of real
property. Adjustments in the prices of the comparable real properties
are then made to account for the identified differences between
such real properties and the real properties in the relevant factors. As
a result of the impairment assessment, no impairment loss has been
recognised in respect of these properties held for own use and
prepaid lease payments during the year ended 31 July 2017.

TA YANG GROUP HOLDINGS LIMITED
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Tt —BERREE S BYRBRAFEME
TEIEMMEARMTENHEEREETR
EFE - ZEBEMNAEREN A KE S
TP BERIEFEREETEET 51
EZSENHEEREFEREEMRKANTH
ATERER RN F21.45% & 22.86% (—F—7<
F T 2030% E 20.74%) o FTE B EE
FEEEFER - ARETENER &
ECE-RNER-ZE—+E+A=1+—H
IHFE BERZSEMNEEZERRE
EEE -

R-ZEBE—+E+A=+—0 AQAIEE
BRI R B EEE AL BRI TR A
RREESHBEEREREEREET &
BT B 2 B) &Y BR M 8 4 164,340,000 7% 7T
(ZE2E—RF B BEERYERER
B 492269450008 L (ZE — /N F : #) K
EBEMHEEFE#ETRETD - MR
TR AL R A BEMND B RERETE
{E c KRB ERSBETBERA @R
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21. PREPAID LEASE PAYMENTS (Continued) 21. AAEERR(®)

LIRS LA DT

Analysed for reporting purposes as:

Current assets mEEE 4,820 232
Non-current assets ERHEE 229,061 7,107
233,881 7,339

RZZE—+E+A=+—8" REEHA
R ¥ 197,344,000 7T (48 & 7 #7 226,945,000 /&
) (ZE—XF  E)NBEMNEEREE T
B EAAEEMERBITERARE
238,000,000 7T ( 48 & 7 #J 273,700,000 7 7T, )
RIELR o

22, _EHE

As at 31 July 2017, prepaid lease payments with carrying amount of
approximately RMB197,344,000 (equivalent to approximately
HK$226,945,000) (2016: nil) has been pledged to secure bank
borrowings amounting RMB238,000,000 (equivalent to
approximately HK$273,700,000) granted to the Group.

22. INVESTMENT PROPERTIES

FAIR VALUE A¥E
At 1 August 2015 R-_ZT—RFNA—H 54,647
Transfer from property, plant and equipment B - BE R EER(HE19)

(Note 19) 26,662
Transfer from prepaid lease payments (Note 21) BIEF A ERBEEE (HE21) 14,123
Change in fair value recognised in profit or loss RESERN D TFERE (HaE11)

(Note 11) 601)
Exchange realignment ME 5 F B (4,896)
At31July 2016 and 1 August 2016 RZBE—RFE+LtA=+—H

r=—F—XRENA—H 89,935
Transfer from property, plant and equipment B - BB R EEE(HE19)

(Note 19) 2,048
Transfer from prepaid lease payments (Note 21) B a7 SR ImE R (Mt 21) 1,081
Change in fair value recognised in profit or loss RIBRERN AT EZE (HaF9)

(Note 9) 250
Exchange realignment HE 5 S8 B (739)
At 31 July 2017 = e e 92,575

< - .'\
KEREZEBRARLTF 185

T tEFR



Notes to the Consolidated Financial Statements
e MBEIRRME

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

22. INVESTMENT PROPERTIES (Continued)

186

Notes:

(@)

(d)

All of the Group's property interests held under operating leases to
earn rentals or for capital appreciation purposes are measured using
the fair value model and are classified and accounted for as
investment properties.

The investment properties shown above are situated in the PRC and
held under medium-term leases.

The properties with its respective prepaid lease payments held for
own use locating at Huzhou in the PRC were reclassified as investment
properties during the year upon the commencement of the leases.
These properties and prepaid lease payments were revalued by BMI,
an independent valuer, resulting in revaluation gains of approximately
HK$1,885,000 (2016: approximately HK$12,548,000) from properties
(Note 19) and approximately HK$972,000 (2016: approximately
HK$11,156,000) from prepaid lease payments (Note 21). The
revaluation gains have been recognised in properties revaluation
reserve for the year ended 31 July 2017.

As at 31 July 2017, the fair value of the investment properties
amounted to RMB80,500,000 (equivalent to approximately
HK$92,575,000) (2016: RMB77,530,000 (equivalent to approximately
HK$89,935,000)) was valued by BMI. The valuation approach takes into
account of the aggregate amount of the value of the land for the
existing use or a notional replacement site in the same locality and the
new replacement cost of the buildings from which appropriate
deductions may then be made to allow for the age, condition,
economic or functional obsolescence and environment factors.

There has been no change from the valuation technique used in prior
year. In estimating the fair value of the properties, the highest and
best use of the properties is its current use.

Details of the Group's investment properties and information about
the fair value hierarchy as at 31 July 2017 and 2016 are as follows:

22. {EME &)

et

(@)

AEEZREEEERFAANKRESLE
AIGER A D E R AL FEEA
B UDBERARIMEREDE -

WAL PR AR IR A SR AR B
REME -

FA - ARPEBMNBFEE ANYERE
FEMEMEERENEHRREENSR
HAREME 2ESMERENHEERE
BB EERMRMBRERGHE  DER
BEREAERESNELEEHRELD
1,885,000 7L (= F — 76 © £712,548,000
HIT) (K 3E19) & 499720008 T( =&
—7NEE  #911,15600087T) (MEE21) - B
BEMKEEREBEEZE_T—tFt A
=+—BUEFENDESEHEBPER -

R-E—+E+A=+—0  REVED
A FE A AR 805000007 (18 E R4
925750007t ) (Z T —RNF: AR
77,530,000 7T (FE & FA 47 89,935,000 7 7T) )
ThER AR AFPEE TS o s EAR Rt it
ERERENEESERMERNEEEE
WA EEMENESARIEFORANE
Mo ERARESIER - MR LEKTD)
BRI RRIRAESEREE A -

BEFEM AN GE AL BRE - 7EE
AREMENDTER  ZEVENRD
REERZEDEBRAE -

RZE—tFR-_ZF-REFLA=+—
B ARENRENEFBEREBATE
BRMERMT :

Investment properties

REME

92,575 89,935

There was no transfer into or out of Level 3 for both years.

TA YANG GROUP HOLDINGS LIMITED
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22, BEME (=
s (48)

22. INVESTMENT PROPERTIES (Continued)

Notes: (Continued)

) (Continued) () (&)

RoF—LER-F—AFELA=+—
A ERRANEE=EATFENBNE

Information about Level 3 fair value measurements of investment
properties as at 31 July 2017 and 2016 is as follows:

B

Investment Depreciated Market unit rates of land A slight increase in market unit rate of
properties Replacement Cost (per square meter (“sg.m.")) land will significantly increase the fair
Approach are in a range from RMB269 value.
to RMB420 (2016: a range from
RMB266 to RMB380)
REME TEEBRAE T TS B ER (BT TTK) TS B EAREM T
NFARB269TEARK 20T  HESRAFEKELA -

(ZE—RF : N T AR 266 T
EARM3807T)

Current construction costs for
building (per sq.m.) are in a range
from RMB1,150 to RMB1,582
(2016: a range from RMB
RMB1,100 to RMB1,494)

BT B ATRER AR (BFHK)
NTFARE1SOTLEARE
1582 (ZFB—REF : NFARE
1,100 TE AR 1,4947T)

Accumulated depreciation rates are
in a range from 3% to 26%
(2016: a range from 18% to 24%)
REHTEENF 3% = 26%
(ZZF—RF  NF18% = 24%)

A slight increase in construction cost
will significantly increase the fair value.

BRERAEM LA - BESATE
KIE LT o

A slight decrease in depreciation rate
will significantly increase the fair value.

FEREMTHE &S AFEXEL -

s LET LN
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23.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

23. HHSEEMEE

188

Listed equity securities: FTRRAES
— Listed outside Hong Kong, — REBEIN LT
at fair value BATE (a) 8,981 24,539

Unlisted equity securities: FEETRAFES :

— At cost —RRAE (b) 11,610 11,610
— Less: provision for impairment — R REBERE

loss (11,610) (11,610)

(c 8,981 24,539

Notes: Bzt -

(@  The fair value of the above listed equity securities is determined based (@ bl EWERAESFNAFETIZN AR
on the quoted market bid prices available on the relevant stock SFABHTSEAREET - REEZ
exchange. During the year ended 31 July 2017, significant decline in T—+FLA=+—HILFE  BHFHA
the fair value of the securities below its cost is noted and an FEAETHRERNEKRAE - B RER
impairment loss of approximately HK$160,000 (2016: HK$667,000) was BIERRERMEEIEL 16000087t (=
recognised in the consolidated statement of profit or loss. T—REF : 667,00047T) °

(b)  The unlisted equity securities are issued by a private entity
incorporated in Taiwan. They are measured at cost less impairment at () EETRAZBHBERSETMRILAFA
the end of each reporting period because the range of reasonable fair FRET - 25 FFRNEEHRE BRIRK
value estimate is so significant that the directors of the Company are RORBERT 8 - WWIBRRZERFNEE
of the opinion that their fair values cannot be measured reliably. The DPEGBHEEERA  ARFEERAHE
directors of the Company had reviewed the carrying amounts of the RNEEEF SR - ARRESCE
unlisted equity securities, accumulated impairment losses of BIZE EHRAEFOREE - WERRE
approximately HK$11,610,000 (2016: HK$11,610,000) had been HREESEBBERTSIL  RBESF
recognised in prior years in light of the operating loss of investee and EHRRFREEEL 1161000047 (=
the market conditions. T—75%F 1 11,61000047T) °

(0 Included in AFS financial assets are the following amounts © AHEESRHEEBRETINEBEERR
denominated in a currency other than functional currency of the BEEIHREEE N BB EN SR -
relevant group entity to which they relate.

NTD e 34,149 98,156
TA YANG GROUP HOLDINGS LIMITED - -
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24. HELD-TO-MATURITY INVESTMENTS

25.

Held-to-maturity investments comprise:

RAEEINPRA
HEZIMRERE

Unlisted debt securities ELMEBES

— Fixed-rate — EEH=E 34,739 -
Notes: Bifat -
(@) The fixed-rate unlisted debt securities carry interest rates ranged from

1.2% to 3.47% per annum and will be matured in August 2017 and
September 2017.

Included in held-to-maturity investments are the following amounts
denominated in currencies other than the functional currency of the
relevant group entity to which they relate.

@ BEEMNEFLTEHEEFENF12EER
3ATEMFRNEAE  BHEESFBR_F
—tENARZE—EFNATE -

b  FHERIMRESETIAMEEEEER
EINEEEHE AN BB S ERN S -

uss ES 3,001 -
RMB AR 10,012 -
INTERESTS IN ASSOCIATES 25. REIEANTIRER

g ey

Unlisted shares, at cost TR - A E 6,310 4743
Share of post-acquisition results and SEUHE R A R IE H R

exchange reserves (2,914) (1,247)

Impairment loss recognised ERRBEEE (580) (580)

2,816 2916
—— e = el mummﬁm : ———
———— = MREEA ‘“"_:- =
S — il .__----__‘_ y _.z- - _ —. ‘_' T e
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25. INTERESTS IN ASSOCIATES (Continued)

25. REIELFIMNER &)

RZ_E—+FR_E—XR"F+LA=+—H
FERE RN RIFEBIAT ¢

Details of the associates at 31 July 2017 and 2016 are as follows:

BiOcean Holdings Limited Incorporated Hong Kong HK$2,500,000 49% 49%  Investment holding
BiOcean Holdings Limited H B 25000007 RERR
Biomar Industries Sdn Bhd Incorporated Malaysia MYRA00,000 49% 49% Trading of chemistry oil
Biomar Industries Scn Bhd i SRAR 400000 5% L2HES
Ta Yang UDE Limited ('UDE') Incorporated Samoa US$1,460,000 (2016: 45% 45%  Investment holding
(Note) US$1,010,000)
REBEERAA(RE)ME) #RRe BED 1460000F 7T REBR
(CB-—nE:
1010000 7T)
REEERTBEERARA Established The PRC 557,000,000 45% 45%  Manufacture of slicone rubber
(‘REER
REEFRIGERRAR oA el 10000007 TEVE
(B
Note: During the year ended 31 July 2017, the registered capital of UDE Wit  BEZZ—tF+tA=1T—RHILFE B

=/ & A $H1,0100003% T E
146000037 © A H#E R BE A IR RI%
i ALEERBEENEINEMESR
202,500 % 7T (FEE 7 491,567,000/8 L) ° H
% AEEHEENBENEERE B
RAREERAMI ES3 R -

increased from US$1,010,000 to US$1,460,000. The Group subscribed
for the additional registered capital of UDE of US$202,500 (equivalent
to approximately HK$1,567,000) in order to maintain its equity interest
and voting rights in UDE. Subsequently, the Group disposed of all its
equity interest in UDE, the details of which have been disclosed in
Note 53.

TA YANG GROUP HOLDINGS. LIMITED . .
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25. INTERESTS IN ASSOCIATES (Continued) 25, REIEARNER &)
The financial information and carrying amount, in aggregate, of the AEERER M E L TENBRAERE
Group's interests in associates, that are not individually material and ABREERE N AW ) IE AR 75 & K %
are accounted for using the equity method are set out below: FEEESHIINT

The Group's share of loss REBEDHER 1,625 507
The Group's share of other comprehensive AEBOGEEMEERSL

expenses 42 95
The Group's share of total comprehensive REBOE 2 A5

expenses 1,667 602

Aggregate carrying amount of the Group's AREBRIEEXNE L NT)

interests in immaterial associates M AREE 2,816 2916
The directors of the Company reviewed the carrying amount in the AAFNBEEN " BE—NER—T—+FE+
equity interest of the associates as at 31 July 2016 and 2017. In view B=+—AZHNBL DTN AESN
of the recurring operating losses of associates, the directors of the BETEME - BN TR E S AR AL EE
Company are of the opinion that the recoverable amount is less than AATNEEZATWELEERLELGH
its respective carrying amount, accordingly accumulated impairment EEE AMCRBAEERIZHE
losses of HK$580,000 (2016: HK$580,000) was recognised in prior 55 48 580,000 5% 7T ( — T — 7< 4 : 580,000 35
years. 5T) e

s LET LN
=z tesg | 191



Notes to the Consolidated Financial Statements

R e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

26. DEPOSITS FOR ACQUISITION OF LAND USE
RIGHTS

The deposits of approximately IDR23,703,000,000 (equivalent to
approximately HK$13,037,000) (2016: IDR21,938,000,000 (equivalent
to approximately HK$12,066,000)) were paid by the Group to an
independent third party for acquisition of pieces of land located in
Indonesia. The acquisition was originally expected to be completed
in July 2016. A revised agreement was signed on 1 August 2016. The
Group further paid a deposit of US$123,392 (equivalent to
approximately HK$971,000) in accordance to the revised agreement.
Up to approval date of the consolidated financial statements, the
Group is in the process to obtain the land use rights. The acquisition
is expected to be completed in July 2018. The deposits are interest-
free and unsecured.

27. DEPOSITS FORACQUISITION OF PROPERTIES

In 2016, the deposits of RMB35,749,000 (equivalent to approximately
HK$41,469,000) were paid by the Group to an independent third
party for acquisition of four hotel buildings located in Sanya Yalong
Bay National Resort District, Sanya City, Hainan Province, the PRC. The
deposits are interest-free and unsecured. During the year ended 31
July 2017, the acquisition has been completed and the deposits have
been transferred into property, plant and equipment as cost of
properties held for own use.

28. INVENTORIES

26. W Lh{ERERES

#923,703,000,000 ENE & (ABE FAKY 13,037,000 7
7) (T —7X4E ¢ 21938000000 ENEf& (1B
R 1206600078 7T) ) iR & AR B[R —F
BN E =X MAEREZBLANEN L
o RABHREER - "FLtART
B &I HER 2 — A ENA—B%
3o NEBBIRSEIHRE— P NIES
12339237t (FEE R 499710007870 ) ° B B47
AUBHRREIERS  AEEIERBRE
T fERRE - BHREER =T N\FLA
TER o ZERE AR S REER -

Lol EoE J:0k3

RIZE—RF AEERBECRPRE
MAE-TEm - hEERRREE®RED
iERERZELN —BBIE=FEEA
% 35,749,000 7T ( 18 & 7 £941,469,000 7
TL) e ZERECARERERE - HE-T
—+FtA=Z+—BHLEE KWEE=EX
Kz BIERFIEE AMENKAERE
L/ ES

27.

8

28.

Raw materials R 14,138 13,356
Work-in-progress ERS 10,789 7,526
Finished goods R R 10,613 8,927

35,540 29,809

During the year ended 31 July 2017, there has been an increase in
net realisable values of raw materials and finished goods since the
inventories were sold with prices higher than their carrying amounts.
Reversal of allowance for inventories of approximately HK$4,376,000
(2016: HKS5,221,000) has been recognised for the year ended 31 July
2017.

TA YANG GROUP HOLDINGS LIMITED
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29. TRADE AND OTHER RECEIVABLES 29, B BERER K fthFEHRIF

Trade and bills receivables U E 5 BER R ERRIE
— from third parties —RRE=7R 114,768 98,234
Less: Allowance for doubtful debts B MEREZ TNEWE S
recognised in respect of trade and R RN R RERL
bills receivables from third parties RAREE (1,430) (1,748)
113,338 96,486
Deposits and prepayments & MBI FIR 13,518 7484
Value-added tax receivables FEU I (E T 27,455 1,157
Other receivables (Note) H b pE U R IE (B aE) 10,505 5,887
164,816 111,014
Note: As at 31 July 2017, the carrying amount of other receivables has been Mt RZF—tF+tA=+—0  HEEEX
netted off with accumulated impairment losses of approximately EHERHEED N Z5HRER1EX 175,000
HK$175,000 (2016: HK$2,465,000). The amount impaired in the current BIL(ZF — /N4 1 24650008 7T) AN
year related to miscellaneous other receivables (2016: value-added tax JE BB & 58 B A T ) pE U RRIE (=
receivables and miscellaneous other receivables). The directors of the T—RF  RHORET R H AR R
Company assessed the recoverability of these other receivables was FE)EM - ARBESFENE Lt E
remote and impairment loss had been recognised accordingly. During b UGB AT REME T R - B B WHRR
the year, the Group recognised a reversal of impairment loss of BEEER - AFE - AEE#ERREERK
approximately HK$2,049,000 (2016: HK$1,116,000) relates to the 5] L fib & U FRIE B9 8L (B B 48 49 2,049,000 78
recovery of other receivables. TL(ZF—X%F 1,116,000 T) °
The Group did not hold any collateral over these balances. NEBW R Z S EAR T ETAERG o
The Group normally grants to its customers credit periods ranging NEB —HBETEEEPNFI0HE135H
from 30 to 135 days which are subject to periodic review by the MEZEH mMEEEeTHRTEBEE
management. H o
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29. TRADE AND OTHER RECEIVABLES (Continued) 29. BEWBRBERRAMBHRRE2)
The following is an aged analysis of trade and bills receivables, net of RBEBRR  HRRERBEENERES
allowance for doubtful debts presented based on the invoice date at IR W ERIEEE A (LS EK
the end of the reporting period, which approximated the respective TR AB) NRESTEHNWT -

revenue recognition date.

0-90 days 0&90H 101,362 82,240
91 days to 1 year NAZE—F 11,938 14,246
Over 1 year —F L+ 38 -

113,338 96,486
The movement in the allowance for doubtful debts of trade FEWE SRR RERESEOT

receivables is as follows:

At 1 August RNAA—R 1,748 947
Exchange realignment P& H F R (16) (93)
Impairment loss recognised (Note 14) EERREBE (i 14) 1,402 1,059
Release upon disposal of subsidiaries L EKTE QR E = (165)
Amounts written off as uncollectible A ] Y o] i 38 A & 58 (1,704) =
At 31 July REtA=+—H 1,430 1,748
Included in the allowance for doubtful debts recognised are EHRAREREDIEEBRIREEL 1430000
individually impaired trade receivables with an aggregate balance of BT (ZF —/XF ¢ 1,748,000 7T ) K 1@ Bl
approximately HK$1,430,000 (2016: HK$1,748,000). The individually BRI AR E PR - BRI 2R E B IR
impaired receivables mainly relate to customers that are in financial BEFXrEHEHHBAENEELETRE
difficulty or of poor credit history. During the year ended 31 July EFBE@ -BE-ZT— X "FtA=+—8H
2016, direct write-off of trade receivables amounting to IEFE  ERABKE S RFEEMELD
approximately HK$4,877,000 (2017: nil) was recognised. B4877000 BT (ZE—+F : £#) -

194 TA YANG GROUP HOLDINGS. LIMITED ’ .
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29. TRADE AND OTHER RECEIVABLES (Continued)

At 31 July 2017 and 2016, the analysis of trade and bills receivables
that are past due but not impaired are as follows:

29, BB ARFRBRHMELRRIE &)

W ER-FAELAS+—A
X0 818 3 60 K 35 B
RO

31 July 2017 “Z—tFtA=+—H 113338 105,534 7,127 677
31 July 2016 ZZE-X"FtA=t+—H 96,486 84,653 10,050 1,783

Trade and bills receivables that are neither past due nor impaired
relate to a wide range of customers for whom there is no recent
history of default.

Trade and bills receivables that are past due but not impaired relate
to a number of independent customers that have a good track
payment record with the Group. Based on past experience,

3 8 380 2R 7 458 OB B ) JE WK B 3 R R I B LK
SRR BERCENSREPER

£ 280 B34 37 SR (B 1O B B 5 BR SR B U
RREXAEEZZA RN REENE L
BEFEM -RIBBELER BREEER

management believes that no allowance for doubtful debts is W E N E B LA AR R SR m
necessary in respect of these balances as there has not been a HMEREREHARZSERIELRERE
significant change in credit quality and the balances are still 1 -

considered fully recoverable.

Included in trade and other receivables are the following amounts JRE B8 5 BiR 5 B At R R IE B 4 TR 1 A
denominated in currencies other than the functional currency of the relevant HESEEEENNEEE AN EEIIE

group entity to which they relate:

MIEER

uss ESIH 9,424 7,721

EUR BT 380 264

NTD =Y 33,811 9,745

RMB AR 290 =
—— e T = o xasEREARAT | 1 —
. —— -. - — e - g '__ _"_:_- == -:__ —— _:'%_fﬁz%#ﬁ- 1'9—5_:-_ _;
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FORTHE YEARENDED 31 JULY 2017 B Z T —+FtA=+—HItFE

30. NON-CURRENT ASSETS CLASSIFIED AS HELD
FOR SALE

During the year ended 31 July 2017, the Group has entered into sale
and purchase agreements (“the Agreements”) with independent
third parties (collectively “Purchasers of the Properties”). Pursuant to
the Agreements, the Group will sell certain units of a building in
Hainan (the “Properties”) to the Purchasers of the Properties at a total
consideration of approximately RMB20,499,000 (equivalent to
approximately HK$23,574,000) upon the terms and conditions
contained therein. As at 31 July 2017, total deposits of approximately
RMB10,446,000 (equivalent to approximately HK$12,013,000) have
been received and recognised under trade and other payables. The
sales of the Properties are expected to be completed within one
year. The Properties with carrying amount of approximately
HKS$11,022,000 has been presented as non-current assets classified
as held for sale as at 31 July 2017.

At the end of the reporting period, the major classes of non-current
assets classified as held for sale are as follows:

30. A MG RKEHEMNFRBDEE

HE-_Z—+tFtA=+—HLEFE" K
SEEBYE=FH(HEZEMENES])
AIVEERZ((ZERED - BREZED
& ANEEBIZE AR R IE TR Z
EMENEH HESMNE TEFEM([Z
EWME]) - BREH A AR 204990007
(FEE B #)23,5740008T0) « RZZT—+F
tA=+—8 BUREBEREENES
ARR R Ho A S FRIEIE TR S BEEHOA
R 10,446,000 7T ( 48 & 5 4912,013,000 7
TL) c AL EZEMES N —FRTK °
R-ZE—+FE+A=+—0 EEELHAE
11,022,000 B TR ZEMER DB AFED
ERSEREBEET 2T -

REEIR
ENEE

DERBELENERDE
BRI

Property, plant and equipment (Note 19) Y - R MERAE (FYaE19) 4,581
Prepaid lease payments (Note 21) TR ERIE (Hfat21) 6,326
Exchange realignment FE 5 % 115

11,022

31. AMOUNTS DUE FROM (TO) AN ASSOCIATE/A

DIRECTOR

The amounts due from (to) an associate and a director are
unsecured, interest-free and repayable on demand.

TA YANG GROUP HOLDINGS LIMITED
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FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

32. HELD-FOR-TRADING INVESTMENTS 32. WHERERE

Equity securities at quoted market prices ABE S (EMIHHRE)
— listed in Hong Kong —REBLET 123 1,648
— listed outside Hong Kong — REBEIN ET 557 2,020
680 3,668
Included in held-for-trading investments are the following amounts FIEBEBEREBE TV AEHREEEED
denominated in a currency other than the functional currency of the B AN ERES BN S -

relevant group entity to which they relate:

NTD Ak 2,118 8,082

33. DERIVATIVE FINANCIAL INSTRUMENTS 33. THE&MTR

Derivative financial instruments TESRTIA
Current liabilities MENEE

— Currency structured forward contracts — EMEBEREH - 11,753
The total notional principal amounts of the outstanding foreign RMEPR A FRINERPEHINEZE
exchange forward contracts as at the end of the reporting period are REMEEENT ¢
as follows:

Sell US$ for RMB HEEXTHREARE = 2,163
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FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

33.

DERIVATIVE FINANCIAL INSTRUMENTS (Continued)  33. TSR IR (&)

At 31 July 2016, the fair values of currency structured forward RZEBE—RFLA=+—H B¥&EREL
contracts were determined based on the estimated fair value REA AT ETIRE R A B RE
provided by BMI. BEET ATFEEE ©

Included in derivative financial liabilities are the following amounts MTHEEMEBEBRETINABEEEREN
denominated in a currency other than the functional currency of the EEEE AN EEDERN S5

relevant group entity to which they relate:

198

us$ ETT - 1,519
The major terms of the derivative financial instruments as at 31 July R-E—XE+A=+—0 $7E£e@mT
2016 are as follows: EMEEHRRNT

US$1,000,000 US$1,000,000 RMB6.205/USS or RMB6.17/ Specified date in each This contract is
Uss month between 18 June outstanding as at 31 July
2015t0 16 June 2017 2016
1,000,000 7T 1,000,000 % 7T AEB605T/ 58  RZE-EEANATNBE RZE-—ELA
ARE617L/ % “E—tEXATAAZA =1+—8 - ZEONKTR
BRNETERH
US$1,000,000 US$1,000,000 RMB6.225/USS Specified date in each This contract is
month between 29 April outstanding as at
201510 27 April 2017 31 July 2016
1,000,000 % 7T 1,000,000 7T AR¥6205 T/ %L RZZE-HFMA R-ZE—RELA
ZHNRZEZE—+F =t—-8 ZAHNATE
MAZ++HAZAGAR
KERH

TA YANG GROUP HOLDINGS- LIMITED -
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Notes to the Consolidated Financial Statements
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FORTHE YEARENDED 31 JULY 2017 BE—ZE—+F+A=+—HLFE

STRUCTURED DEPOSITS WITH BANKS

The structured deposits were placed with banks incorporated in the
PRC and they were designated as financial assets at FVTPL at initial
recognition. During the year ended 31 July 2017, the Group disposed
all of the structured deposits. At 31 July 2016, the structured deposits
with banks were stated at fair value based on the valuation provided
by respective counterparties. Details of the fair value are set out in
Note 8.

SHORT-TERM BANK DEPOSITS/BANK BALANCES
AND CASH

Short-term bank deposits

Short-term bank deposits with original maturities of more than three
months carry interest at fixed rates of 3.60% (2016: 2.15% to 5.10%)
per annum.

At 31 July 2016, conversion of the Group's short-term bank deposits
denominated in RMB amounted to RMB4,000,000 (equivalent to
approximately HK$4,640,000) (2017: nil) into foreign currencies was
subject to the PRC's Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations.

Bank balances and cash

At 31 July 2017, bank balances and cash comprise of cash held by
the Group of approximately HK$105,595,000 (2016: HK$153,847,000)
at prevailing market rates. The maturities of bank balances are within
three months.

Bank balances and bank deposits with maturities within three
months carry interest at average market rates of 0.86% (2016: 0.99%)
per annum.

At 31 July 2017, conversion of the Group’s bank balances and cash
denominated in RMB amounted to approximately RMB61,095,000
(equivalent to approximately HK$70,260,000) (2016: RMB42,594,000
(equivalent to approximately HK$49,409,000)) into foreign currencies
is subject to the PRC's Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations.

34.

35.

BIMERITER

EBIE TSR R B MRS AV ERTT
RUFHEREEERIE R FESIRLER
SAEENEREE BE_T—tFt
A=1T—HLFE AEEHE2HERE
HER - R_F—RFLA=T—R0 &
BUERTEFRARSF IRHZMER
RNFEHNER o D EFHIBHNMES

HHRTHER BITRERAS

EHIRITERR

REHA A=A ENEERTEFRIR
30B(ZZE—RF:215EES510E)WE
EFEFEETE -

RZZE—XE+tA=+—H BREE
AREFHER G R TFRA R 4,000,000
TT (FBERH46400008TT) (ZT— L4 :
) 530 A INES B 57 oh B SN i TR 1D B 4
E - EERMNEEEREME

RITEHRE RS

R-E—tF+A=+—8 " F1r7Hnk
ReBEAEEBHRENMSNETE
8 IR & #910559500058 7L ( =T — N4 ¢
153,847,000 7T) ° ZFRITHEHBN = A
REIE]

MN=1EARNEIERRITES M IRITFERIR
086/E (—Z—7N4F : 099 ) FHHIHF
FIZEHE -

R-ZE—+tF+A=+—8 BEAEEN
ARBHENBITEHEBESOARE
61,095,000 7T (8 & 72 49 70,260,0008 7T) (=
T —RNF: AR®425940007T (FEE R L
49,409,000 7T, ) ) W3R R SNEE B X BT HMNE
EIRGEH R AEE - BERNESERTEAN
PR o

REREZERARLT

e 199



Notes to the Consolidated Financial Statements

R e MBERRMEE

FORTHE YEARENDED 31 JULY 2017 BZE =T —+FtA=+—HIFE

35. SHORT-TERM BANK DEPOSITS/BANK BALANCES 35. ISR THER HBITERERR &

AND CASH (Continued)

Bank balances and cash (Continued)

Included in bank balances and cash are the following amounts
denominated in currencies other than the functional currency of the
relevant group entity to which they relate:

(%)
RITHEBRRIRE (B)

RITEHRLASBRETIINERSEER
MINEEE B UM ERIIEN SR

us$ E 2,780 4,087

EUR BT 122 121

JPY H 529 230

NTD e 4,264 4010

RMB AR 2,970 35,709
36. TRADE AND OTHER PAYABLES 36. B RBERREMEFRE

Trade and bills payables BB R EN R 31,799 27,734
Accrued expenses EEtR X 55,696 31,725
Other payables H i e~ 58 12,289 1,988
Other tax payables Hib TR 7,503 7,456
Deposits received BlES 28,776 8,877

104,264 50,046

136,063 77,780

200 TA YANG GROUP HOLDINGS- LIMITED
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FORTHE YEARENDED 31 JULY 2017 BE-ZT—+F+tA=-+—HIEFE

36. TRADE AND OTHER PAYABLES (Continued) 36. ERNEBERRAMEBARE 2
An aged analysis of trade and bills payables based on the invoice RBERR - BNESERRENRERE
date at the end of the reporting period is as follows: BEAMBNKRRSTESAT

Within 1 month or on demand — (B R RSIRERER 16,820 11,238
More than 1 month but less than 3 months ~ —{E B LA H1BDR =S 12,635 13,551
More than 3 months but less than “EAREELRT=MEA

12 months 1,482 1,463
More than 12 months + @A 862 1,482

31,799 27,734

The average credit period on purchases of goods is ranging from 30 BEEEINTEHEEBENTI0BEDH -
to 90 days. The Group has financial risk management policies in REBREVERBEERE - IR
place to ensure that all payables are settled within the credit BEMNZESNEERAL A -
timeframe.
Included in trade and other payables are the following amounts FENESERLEMEMTBEBRIETY A
denominated in currencies other than the functional currency of the HEEEEENI e e AN EESE
relevant group entity to which they relate: H4%s

uss ESSH 735 559
JPY = 320 =
NTD ek 150 150
RMB AR 50 =

- e | XARERRERLT ==
—= — S e -z ey | 201
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FORTHE YEARENDED 31 JULY 2017 B ZE=_Z—+F+tA=1+—HILFE

37. LOANS FROM A RELATED COMPANY 37. —HREATER
As at 31 July 2017, the Group borrowed unsecured loans from a RZEBE—+EFE+A=1+—H AEHHA—
related company in total principal amount of HK$5,000,000. Shi Qi, 1 B 3& A Bl {8 A 7K € 42 88 7% 5,000,000 7% 7T
the CEO of the Company, is the beneficial owner of the related MERIEER - ARBITHRAR BT BZ
company. The loans bear fixed interest rate at 7% per annum and are AEATINERBEAA ZEEHKREE
repayable on demand. FRE7EFEWIRERER -

38. LOANS FROM THIRD PARTIES 38. B=HHER
As at 31 July 2017, the Group borrowed unsecured loans from third RZE—+FLA=+—0 AEEBMHE
parties in the principal amount of RMB22,780,000 (equivalent to =HEBEARETE A AR 22,780,000 7T (48
approximately HK$26,197,000). The loans bear fixed interest rate at B 426,197,000 7T ) M RIERE K - %
8% per annum and are repayable on demand. EEFIRETEFFREF EWIRERIEE -

39. SECURED BANK BORROWINGS 39. FIEMMITHER

Secured bank borrowings EEMBITER 306,242 33,282
Less: Amounts classified as current W D EAREAE
liabilities B FRIE (32,542) (33,282)
Amount as non-current liabilities ERBBERIE 273,700 -
Carrying amounts repayable: JEEEAAREE :
On demand BRER 32,542 33,282
More than one year but not exceeding —FLEETBAME
two years 34,500 =
More than two years but not exceeding MEFLALETBBAF
five years 132,250 -
More than five years AFLAE 106,950 =
306,242 33,282
As at 31 July 2016, the Group borrowed two secured bank RZTE—R"FLtA=+—8 ' x&EEA
borrowings with repayments on demand clause amounting to MEMEREREZEERNFIRBPRITE
US$1,000,000 (equivalent to approximately HK$7,740,000), and 3 2 E 5 B A1,000000% 7T (& R4
US$3,300,000 (equivalent to approximately HK$25,542,000) 7,740,000 7T ) & 3,300,000 7T (48 & R 49
respectively. During the year ended 31 July 2017, a borrowing of 255420008 TL)c HEZZE—tEFt A
US$1,000,000 (equivalent to approximately HK$7,740,000) has been =+—HIEFE ' 1,000000FE T (FBERL
settled, the Group raised an additional bank borrowing with a 7,740,000 7)) BB RE AR * AEEFHE
repayment on demand clause amounting to HK$7,000,000. These MBI 2 Rk(ER IEFRAIERTT & 307,000,000
borrowings carry variable interest rate at 1.75% over Hong Kong BT - REEREBEEBRITEERE R
Inter-bank Offered Rate/London Inter-bank Offered Rate or the FERITRIZEHF BAN1.75 [ B )% B) & FI) & 5%
Lender’s Cost of Funds per annum, whichever is higher and are WMEABERA (RS ESE)FS I
repayable on demand. BIRERER -
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39. SECURED BANK BORROWINGS (Continued)

In August 2016, the Group borrowed a secured bank borrowing in
the principal amount of RMB238,000,000 (equivalent to
approximately HK$273,700,000) to finance assets acquisition. The
borrowing carries fixed interest rate at 7.80% per annum and is
repayable from September 2018 to September 2023.

The effective interest rates on the Group’s bank borrowings ranged
from 2.21% to 7.80% (2016: 2.09%) per annum.

As at 31 July 2017, land and buildings located in Hong Kong under
medium-term leases with carrying value of approximately
HK$7,640,000 (2016: HK$7,875,000) have been pledged to secure
banking facilities granted to the Group.

As at 31 July 2017, land and buildings and prepaid lease payments
located in Hainan, the PRC under medium-term leases with carrying
value of approximately RMB142,904,000 (equivalent to
approximately HK$164,340,000) (2016: nil) and RMB197,344,000
(equivalent to approximately HK$226,945,000) (2016: nil) respectively,
have been pledged to secure bank borrowings granted to the
Group.

Included in secured bank borrowings are the following amounts
denominated in a currency other than the functional currency of the
relevant group entity to which they relate:

9. BEHRITER &)

RZZ—XR"ENA AEEBALESEA
A R 238,000,000 7T (48 & 7 #7 273,700,000
BT A HEIRIRITIE R - LLAE E MR
o ZBERIEEEFNE7OETTE - I
BARZE—NFNAZZZT=_=FNAE
;ﬁ °

REBBITERNEBRFFNEN T 2212
E780B(ZZT—7F 1 209[F) »

R-ZE—+tE+A=+—B EEEY
7,640,000 778 (=T —7<4F © 7,875,000/ 7T)
MABBBEFHHRESAN T RIETF
BEFEE - EAASEMERRITEED
AR o

R_E—+F+tA=+—8 EEESF
4 AN B #1429040007C( B B B B
164,34000087L) (ZE—RF : HM)RKAR
15 197,344,000 7T (FEE 7 49 226,945,000 % 7T.)
(ZZ2—RF )N RAPEERERESP
HEEHEN T REFURENHEER
BETHEA  (EAXEEMERIRITER
APEIR o

EEMRITERBETIAEREEER
IR EE UM ERIIEN SRR

uss$ Ev

3,300 4,300

s LET LN
-z tesy | 203
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40. SHARE CAPITAL 40. B&¥
Authorised and issued share capital EERBEBITRA

Ordinary shares of HK$0.1 each SREE. BT LB

Authorised: EE

At beginning and end of the year REIRER 20,000,000 20,000,000 2,000,000 2,000,000

Issued and fully paid: ERTREHR :

At 1 August WAAR—A 784,728 778,923 78,473 77,892

Issue of shares upon placing BrE& BTG, 86,450 - 8,645 -

Issue of shares under the RBARA B R 2

Company's share option BITRAD
schemes - 5,805 - 581

At 31 July WtBA=+—8H 871,178 784,728 87,118 78473

Note: On 25 August 2016, 86,450,000 ordinary shares of HK$0.1 each were Hat - RZE—R"ENAZ+RB  ARREE
placed at a price of HK$1.31 per share, raising a total of net proceeds fi% 1.317% 7T #9 (B 4% BC % 86,450,000 A% & AR
of approximately HK$111,901,000, net of direct expenses of HMEBITHE R  EEAMEHE
approximately HK$1,348,000. FEEX111,901,00078 T (B EERAZ L

1,348,000 7T) °

During the year ended 31 July 2016, options were exercised to BE_ZT—R"FtA=+—HLEFE 7
subscribe for 5,805,000 shares in the Company at a consideration of 2B 5,805,000 B AN A BIRR 15 A0 BE AR A £ 1T
approximately HK$5,797,000 of which approximately HK$581,000 was - REH AS7970008 T & H 4
credited to share capital, approximately HK$ 1,984,000 was debited to 581,000 7T B 5T AR + %91,984,0007%8 7T
the share options reserve and the balance of approximately SR EAREEER IS - R34 7,200,000
HK$7,200,000 was credited to the share premium. AR AR DS ED o
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41. DEFERRED INCOME

41, EREUA

1 August WAA—H 3,668 3,946
Exchange realignment B 8 (31) (254)
Credited to profit or loss (Note 9) T AE= (HET9) (23) (24)
At 31 July ntA=+—H 3,614 3,668

In 2009, the Group received a government grant (“Grant A”) of
approximately HK$1,049,000 from #T LN &L BRI RERE 8
& for the acquisition of prepaid lease payments. The amount is
recognised as other operating income over the unexpired lease term
of prepaid lease payments. During the year ended 31 July 2017
deferred income of approximately HK$23,000 (2016: HK$24,000) has
been recognised for Grant A in the consolidated statement of profit
or loss.

During the year ended 31 July 2013, the Group received a
government grant (“Grant B") of RMB2,400,000 or equivalent to
approximately HK$2,962,000 from Rzm R ERTE for the
development of high resolution flexible circuit board technology.
The amount will be recognised as other operating income upon the
completion of patents registration of such technology. No deferred
income has been recognised for Grant B in the consolidated
statement of profit or loss for the years ended 31 July 2017 and 2016.

RZZZTNF AEERBEAENHEERK
BREMIANGCEREREREEE €4

FTROBRME S ((HBEF 1) 41,049,000
B R BN BENAERENARERA
BAERAEMEERA - BHEZT—+
FLtAZ+—BHLFE BRESBEER
A 5k 18 B & PR RE SRR JE UL 49 23,000 7% T
(ZZT—7<% 1 24000/87C) °

HE-_Z—=FtA=+—HLEFE" K
EEBEES D BEZ M ERIRZITRE
REMR BRI T AR 24000007T
(B HEE 7 492,962,000 78 7T ) B BT 78 Bk &
(THB£Z])) - REXZBERITHERZ

e EHSERERAHMESERA -
HE-_Z—+HFR-T—XFLtA=1+—
BIEFE  YERGAEZRARMNE
LRERIBIEIA ©

KRB AR
-z trey | 205
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42, DEFERRED TAX LIABILITIES 42, ERERFAR
The followings are the major deferred tax (assets) liabilities AEERBTFECHERANEZELERIE
recognised and movements thereof during the current and prior (BE)BBEREZFHNT :
years:

At 1 August 2015 R=Z-REN\A-A 898 264 (264) 4162 (986) 4074
Exchange realignment EHAR 9 - - (466) 63 @12
(Credited) charged to profit ~ MBZ (Gt A) 11K

or loss (Note 13) (Wit 13) (628) 2 2 (150) 6 (772)
Charged to other REMZEREP R

comprehensive income - - - 5926 - 5926
At31July 2016 R=E-7 EtA=t-H 261 266 (260) 9472 917) 8816
Exchange realignment EHA% 2 - S 72) 7 63)
(Credited) charged toprofit ~ ##Bzs (3H\) 31%:

or loss (Note 13) (Hiz13) (102) = - 62 6 (34
Charged to other RE 2 A

comprehensive income ks - - - 714 - 714
At31July 2017 R=F—+FtA=1-H 161 266 (260) 10,176 (904) 9433
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42. DEFERRED TAX LIABILITIES (Continued)

Under the EIT Law, withholding tax is imposed on dividends declared
in respect of profits earned by the PRC subsidiaries from 1 January
2008 onwards. Deferred taxation has not been provided for in the
consolidated financial statements in respect of temporary differences
attributable to the profits of the PRC subsidiaries amounting to
approximately HK$4,333,000 (2016: HKS$4,680,000) as the Group is
able to control the timing of the reversal of the temporary
differences and it is probable that the temporary differences will not
reverse in the foreseeable future.

At the end of the reporting period, the Group has unused tax losses
of approximately HK$454,379,000 (2016: HK$390,291,000) available
for offset against future profits. A deferred tax asset has been
recognised in respect of approximately HK$1,615,000 (2016:
HKS$1,615,000) of such loss. No deferred tax asset has been
recognised in respect of the remaining losses of approximately
HK$452,764,000 (2016: HK$388,676,000) due to the unpredictability
of future profit streams. At 31 July 2017, approximately
HK$41,101,000, HK$76,378,000, HK$70,956,000, HK$ 19,454,000 and
HKS14 4000O (2016: HK$41,458,000, HK$77,042,000, HKS71,636,000
and HK$20,572,000) included in the above unused tax losses will
expire after the year of assessment of 2017, 2018, 2019, 2020 and
2021 respectively. Other estimated tax losses may be carried forward
indefinitely.

As at 31 July 2016 and 2017, no deferred tax asset has been
recognised in relation to deductible temporary differences of
HKS$877,000 (2016: HK$888,000) derived from property, plant and
equipment and trade and other receivables as it is not probable that
taxable profits will be available against which the deductible
temporary differences can be utilised.

42,

e MERRME

—tFEA=tHALFE

BRIERBARR (40

BECEMEBHE PEWNBARA-Z
ZENFE— A —BRARAEEF SRR
BHMENB - AEBIEREA VB
RERPRPBENBE QR EFATE LD
RS M Z 54 4,333,0008 70 (— B — /N 4F ¢
4,680,000 7870 ) ;MR IR IBRE - REA
AN 52 (B B S 47 I B 00 BT AR R BB A RE RS
BZEERMEEZB I AR T B RkE
@ °

REBEER - NEBEB HREBHIBEESE
#9454,379,0007%8 70 ( = Z — 7 4F 390,291,000
EIT)  ATEEEARR RS - DB BEEE
#91,6150007 7T ( ZF — 74 © 161500048
T ERBLERIEEE - ARREETEETRK
m AR E - B BLER T B 1B 40 452,764,000
BT (=T — /N4 : 388,676,000 7T ) MR
BEMBEE - RZE—EFLA=1+—
A L RSABHEBEES LD
41,101,000 7T * 76,378,000/ 7T * 70,956,000
P JT + 19,454,000 7 7T K. 14,140,000 7T ( =
T — N4 £ 414580008 7T+ 77,042,000 7T
71,6360005%7’1&205720005%7’5)"%J%HﬁA:
T—tF- —N\F - —NEF -
== TE&_E:*EMREEf%U,ﬁﬂ
EAth b 5T R IA R B AT R A4S

R-E—RER_FE—+F+A=1+—8 "
F1 A R K AT BE A5 JE SR T o 1) BT B AR £ A 1]
B M %B877,00008 TT(ZF — N F -
888000/%70?55% EHH I ERDE - BE

B A R EIRE 5 IR B H i fE Wk B8
Eimﬂmiﬁigﬁ%ﬁ%%ﬁﬁ&mfrﬁkfﬁlﬁéﬁ
Ec

REREZERARLT
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43.

208

SHARE OPTION SCHEMES

Pursuant to the shareholders’ written resolution passed on 16 May
2007, the Company adopted a Pre-IPO share option scheme (the
“Pre-IPO Option Scheme”) and a Post-IPO share option scheme (the
“Post-IPO Option Scheme”) whereby the directors and eligible
employees of the Group were given the rights to subscribe for shares
in the Company subject to the terms and conditions stipulated in
two schemes.

During the year ended 31 July 2016, a shareholder of the Company
made a mandatory unconditional cash offer for all the issued shares
and to cancel all outstanding options on 29 February 2016. The offer
started on 29 February 2016 and closed on 27 April 2016.

At 31 July 2016, the total number of shares in respect of which
options had been granted and remained outstanding under the
schemes was nil, representing nil of the shares in the Company in
issue at that date. The total number of shares in respect of which
options may be granted under the two schemes is not permitted to
exceed 10% of the shares of the Company in issue at any point in
time, without prior approval from the Company’s shareholders. The
number of shares issued in respect of which options granted and
may be granted to any individual in any one year is not permitted to
exceed 1% of the shares of the Company in issue at any point in
time, without prior approval from the Company’s shareholders.
Options granted to substantial shareholders or independent non-
executive directors in excess of 0.1% of the Company’s share capital
or with a value in excess of HK$5 million must be approved in
advance by the Company’s shareholders.

The exercise price was determined by the directors of the Company,
and will not be less than the highest of (i) the closing price of the
Company's shares on the date of grant; (i) the average closing price
of the shares for the five business days immediately preceding the
date of grant; and (iii) the nominal value of the Company’s share.
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43. MEBxHEEE (2
RSB BRERHE I T

43. SHARE OPTION SCHEMES (Continued)

Details of specific categories of options are as follows:

Pre-IPO Option 16 May 2007 One to five years 8 June 2008 to HKS$2.20
Scheme commencing from 15 May 2017
8 June 2007
EPNNGE: ] —EELEF H-TETLF —ZEENEFRANBE 22087
BBRRERT & HA+RE NANB R —T—+FHA+HAE
1FESF
Post-IPO Option 24 December 2009 0.5 year 24 June 2010 to HK$0.96
Scheme 1 — Lot 1 23 December 2019
BRAMBERBRE —EThE 05%F “E-ZEERATWAE 0968 7T
rE—-—F—# +=—A=+mA —E-hF+ZAZ+Z=H
Post-IPO Option 24 December 2009 1 year 24 December 2010 to HK$0.96
Scheme 1 — Lot 2 23 December 2019
BRAFEERERE —TTAF 1 ZZE-ZEF+AZ+WmAZE 096 & 7T
HEl—-—F 8 T-AZ+WA —E-NAFtZHAZt=H
Post-IPO Option 11 January 2011 0.5 year 11 July 2011 to HKS$1.05
Scheme 2 — Lot 1 10 January 2021
BRAREBEERBRE —T——% 055 —Z——%tA+—HE 10587
HE- — it —A+—H —ET-_—%—A+H
Post-IPO Option 11 January 2011 1 year 11 January 2012 to HKS$1.05
Scheme 2 — Lot 2 10 January 2021
BRAFEERERE —T——F 15 —T——_%—At+—HE 10587
e —%EH —A+—H —ZT-_—%—A+H
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43. SHARE OPTION SCHEMES (Continued) 43. FRERHEEE (&)
The following table discloses movements of the Company’s share TERBEEAEFREEFAENARAER
options held by directors and employees during the year ended 31 BEREBEE-_ZT—"FLtA=1+—HILFE
July 2016. mEE)

Pre-IPO Option Scheme BERARBERNERE

BE 4,025,000 - (160,000 (3,865,000) -
Post-IPO Option BRDREERERE
Scheme 1 — Lot 1 AE-—FH 1,182,000 (819,000) (5,000) (358,000) =
Post-IPO Option BRDREERERE
Scheme 1 — Lot 2 AE-—FH# 3,014,000 (2475,000) (5,000) (534,000) =
Post-IPO Option BRDREERERE
Scheme 2 — Lot 1 HEZ—F# 1,674,500 (1,255,500) (93,000 (326,000) -
Post-IPO Option BRRREERERE
Scheme 2 — Lot 2 HE-—F o 1,674,500 (1,255,500) (93,000) (326,000) -
11,570,000 (5,805,000) (356,000 (5,409,000 =
Exercisable at the end ATRERTTE
of the year G
Weighted average MR E HKS$1.42 HK$1.00 HK$1.56 HKS1.86
exercise price 142787 100787T 156 7T 186 87T =
In respect of the share options exercised during the year ended 31 BRBEZT—"FLtA=+—HILFE
July 2016, the weighted average share price at the dates of exercise BITENERERS - RTEBBROH
was HK$1.29. IiEFEER1298TT °
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DISPOSAL OF INTEREST IN A SUBSIDIARY
WITHOUT CHANGE OF CONTROL

On 8 August 2016, a wholly-owned subsidiary of the Group entered
into a share transfer agreement with a non-controlling interest to
dispose 5% equity interest in InnoLIMS Global Limited (“InnoLIMS
Global”), a non-wholly owned subsidiary of the Group, at a cash
consideration of HK$200,000. The disposal of equity interest in
InnoLIMS Global has been completed on 8 August 2016. The
ownership interest in InnoLIMS Global of the Group decreased from
60% to 55%.

The difference between the fair value of consideration received by
the Group and share of net assets of InnoLIMS Global by the non-
controlling interest in the transaction amounting to approximately
HK$118,000 is recognised by the Group as other reserve.

ASSETS ACQUISITION

On 20 June 2016, the Company entered into a sale and purchase
agreement with an independent third party to acquire four hotel
buildings at Sanya Yalong Bay, the PRC. The total adjusted cash
consideration for the acquisition was RMB342,600,000 (equivalent to
approximately HK$389,879,000), of which RMB35,749,000 (equivalent
to approximately HK$42,935,000) was paid in July 2016.

During the year ended 31 July 2017, the title of the four hotel
buildings has been obtained and the transaction was completed.
The total cost of four hotel buildings has been classified as property,
plant and equipment and prepaid lease payments in accordance
with the portion between land and buildings based on allocation
performed by Great China Appraisal Limited, an independent
professional valuer. The assets are as follows:

44,

45.

EAYE2FHAEHTRRTHE—R
EATMER

RZZE—R"FNANB xXEE—HE2E
B/ A B B SRR AR 2 i E R R F IR IR
BRAR([RFRK]  AREEMNIEERE
B A R]) 5% AR MERT S AR (D B ek p o - IR
©R{E 2000008 TT o HERRFRIKD
BEER-_ZT—NENANBREK - A&
ERRFREOEREEZ BN TERE
55% o

AEEDBRRENRFEEFFZERERAE
RGP HERARRNEEFEZMOE
##9118,000/8 7T A ERER R Ml ©

REIRE

MR-B—RNEANAZTH AATH—%
BYE=FFIVEERH - LRIERF
Bl = gn2n SR B A PO 0 R AR SR o IRBEAVAS
FHAEBE SN EBERTE A ARME 342600000 7T
(FE R #1389,879000/87T) » Hf AR
35,749,000 7T ( 8 & 7 4942,935,000/%8 7T ) E
R-ZE—XNEL AL -

BHE_ZT—+FtLtA=+—BIFE K
NREEBISZUEEERENERRRZ S
BEEK - REBEBILEXEEMEENESR
BRARBEITHDES - P8 E R M E K
AemtmREFENLASERYE -
BE RRBARENEERE - BENT

HK$'000

FAT

Property, plant and equipment (Note 19) YIE - R MGRAE (F7aE19) 163,749

Prepaid lease payments (Note 21) B ERIE (FE21) 226,130

Total consideration BRE 389,879
B I\E
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46. DISPOSAL OF SUBSIDIARIES 46. HENRBE LT

In November 2015, the Group disposed of its indirect wholly-owned RZE—RAF+— A AEELEHEM

subsidiaries, Fame Well Development Limited and its subsidiaries, 5 ¥ 2 & M B 2 5Fame Well Development

EERREESBRAF and L RERRRIEE 5 BR AR ata Limited R EMB AR RZEMNBIEESE

cash consideration of HK$2,500,000. The net assets of three RARIRIEREREESBERAR - ]

companies at the date of disposal are as follows: & KRB A2,5000008 7T - REEREMN=

MAREEFENT
Consideration RIE 2,500
Analysis of assets and liabilities over which REERHENEERBBED W
control was lost

Property, plant and equipment W - BB RRE 26

Inventories FE 243

Trade and other receivables FEUS B 5 BR 3R K Ho b FE UL FR IR 1,305

Bank balance and cash RITHABREIRE 143

Trade and other payables FE B SRR R H A FET /IR (810)

Net assets BEZE 907

Release of exchange reserve B[Ol P& H 59
966

Gain on disposal (Note 9) S e (a2 9) 1,534

Net cash inflow arising on disposal of subsidiaries HEMBARRELNRESRATE

Consideration RE 2,500
Less: Cash and cash equivalents disposed of B REERNESNESEEYD (143)
Net cash inflow REMAFHE 2,357
The disposed subsidiaries contributed revenue of HK$518,000 and REBEE_T—"FELtA=1+—HILFE "
net loss of HK$84,000 to the Group for the year ended 31 July 2016. REEE BB QR EEIE 518000
7 7T K F B 15 84,000 8 T

During the year, the disposed subsidiaries paid approximately REA EHENMNBARAXNEERE
HK$501,000 net operating cash flows and had no cash flow in 2 R FA#) 501,000 7 7T B I AR B E B 2
respect of investing activities and financing activities. BEFHNREME °
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47. MAJOR NON-CASH TRANSACTION

During the year ended 31 July 2017, one of AFS financial assets
declared and distributed a final dividend in form of the scrip
dividend to the Group. The Group obtained 70,620 shares with a fair
value of approximately HK$459,000.

RELATED PARTY TRANSACTIONS

(@)  Other than disclosed elsewhere in the consolidated financial
statements, the Group entered into the following transactions
with related parties during the year:

48.

FEHFBRERH

HE-Z—+F+A=+—HILEE —
BEAtHE L BEERUBRR B AR
EEERADIRABBRE - KAEBESA
?Eﬁ%%oo%nﬂ’no&oﬁx% °

REH XS
(@ BRGEHBREITRBEEN R

TR AEEEBETITINATR
5

Formosan Union Chemical Corp. Dividends received
("Formosan”) (Note i)

M CBTERGAERAB((M=]) BHERE
(Ktati)

United Performance Materials Corporation Dividends received
("United Performance”) (Note i)

BB MR AR A A ([HEEE]) =4

(Ktatii)
FREEIEIF (Note iii) Sales of rubber keypads
SREEfEAF (Hatiin) HER BiR5

Purchase of rubber keypads

BEYBRE

Sales of property,

plant and equipment

R EHE R Rl OB R A Interest expense
(Note iv)
FEAL WM EIF OARAR (KEv) FERX

Notes:

(i) Formosan is a company listed on the Taiwan Stock Exchange in
which the director, Huang Sheng-Shun, has control of the
Company and is a key management personnel of Formosan.
The director was resigned on 27 April 2016.

(ii) United Performance is a company listed on the Taiwan Stock
Exchange in which the director, Huang Sheng-Shun, has
control of the Company and is a key management personnel
of United Performance. The director was resigned on 27 April
2016.

(i)~ BEZef®)Fis an associate of the Group.

(iv) B4R 8l O A R A Alis wholly owned by Shi Qi, the
CEO of the Company.

(v) These transactions were carried out at terms determined and
agreed by the Group and the respective related party.

&

- 475
- 64
2,515 13
7,773 760
334 215

174 =

wisz -

0} MR —RRAEEFR S LM
MAR  EREBERIEH ARG A
ANMEHNEEEEAL - ZESZR
—E-NFMA-+EAET-

(i) BB — RN A EES Q%Fﬁtﬁf
HRTE - BEEEBRIEHIAR
REGHEHEEEEAS - u2§$ﬁ/\

ZEANFHAZ+EHBHE -

(iii) SRS BN —HEE A R]

(v) HELEREmEIROERARBA
RAFTHRABHER 2 EHER °

V) REXRZNEANSEEEREET
EETE R 190 7E B0 GRS T ©

s LET LN
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48. RELATED PARTY TRANSACTIONS (Continued) 48. MBS XS (&)
(b) Compensation of key management personnel (b) EEEIE SR
The remuneration of directors of the Company and other RER  ARRZESRAMEEER
members of key management during the year is as follows: B 8 eErBn T -

Short-term benefits EIEA 7,426 6,025

Post-employment benefits BERR R E A 69 109
7,495 6,134

The remuneration of directors of the Company and key RAREZRFETHABRFH MY

executives is determined by the remuneration committee BFMEZEeLERERNATHRER

having regard to the performance of individuals and market EminiBgmeERE -

trends.

49. CAPITAL COMMITMENTS 49, BXKIE

Capital expenditure contracted for but TR IEHNEETLE M K
not provided for in the consolidated RERE B E R EEN
financial statements in respect of: BEARRAY :
— Acquisition of property, plant and — WEWE - BE MK
equipment 7,180 1,558
— Acquisition of properties — YR = 373,217
— Acquisition of land use rights — U iE 1 s AR A 3,820 4775

11,000 379,550
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ANNUAL REPORT 2017 - =



Notes to the Consolidated Financial Statements

e MBERRMEE
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50. COMMITMENTS UNDER OPERATING LEASES

The Group as lessor

Property rental income earned during the year is approximately
HK$8,057,000 (2016: HKS$8,086,000). The investment properties are
expected to generate rental yield of 8.7% (2016: 9.0%) on an ongoing
basis. The investment properties held have committed tenants for
the next year.

At the end of the reporting period, the Group had contracted with
tenants for the following future minimum lease payments:

0. EEHRRKIE

REEESHBEA

FRBRB Y ER S U AL A8057,0007
To(=ZZ — 754 : 80860008 L) » A EI®
B EGIFEE RS TN( =T —7NF 1 9.0%)
WESEIME - MIFRENERKRFESR
APE#M -

RBERR - AREC ) TR KKIERE
EFOREEFETA

Within one year —F R 2,019 1,790
In the second to fifth year inclusive FEFRF(HEMFRELTN) 93 96
After five years AFLE 259 285

2,371 2,171
The Group as lessee AEBEREBEA

The Group leases a number of properties under operating leases for
its factories, offices and staff quarters. The leases were negotiated for
terms ranging from one to five years, with the options to renew the
leases when all terms are renegotiated. None of the leases includes
contingent rentals.

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating
leases which fall due as follows:

AEERBEEHEREE TYERAER
B -MAERBIESE - ZEHENEW
BEMNT—=01F YA AREEER
ESMAEGRKOTENREE - ZSHEMR
BEENAEE -

RBERAR ARERBEFTHELEH
EARTIMMEAX M ARRKELE
FIBALEMT

Land and buildings: T RIS
Within one year —FR 2,319 1,472
In the second to fifth year inclusive E_ZERF (AEMFBEEN) 150 =
2,469 1,472

A EREARARLE
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51. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY

216

51. FLFHMBRAE

Non-current assets EREEE
Plant and equipment R N iR 188 227
Investment in a subsidiary R—EHBRAFNEE 124,149 124,149
124,337 124,376
Current assets MENEE
Other receivables H b e R IE 531 795
Amounts due from subsidiaries FEUHT B A B FRIE () 81,218 2,778
Bank balances and cash WITEBRRRS 195 17,543
81,944 21,116
Current liabilities nEEE
Other payables H b 5RIE 5,341 3,755
Amounts due to subsidiaries FERT BB A 7508 (a) 7,857 19,888
13,198 23,643
Net current assets (liabilities) nBEE (BE)FE 68,746 (2,527)
Total assets less current liabilities BELEBERLEEE 193,083 121,849
Capital and reserves BRI
Share capital &N 87,118 78,473
Reserves E (b) 105,965 43,376
Total equity RESS4EEE 193,083 121,849

TA YANG GROUP HOLDINGS LIMITED
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51. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (Continued)

(@) Amounts due from (to) subsidiaries

The amounts are unsecured, non-interest bearing and
repayable on demand.

(b) Reserves

(a)

(b)

51. FLAFHMBRRE 90

FEus (FEAY) BY B 2 RFRE

RRAZERELR - 28 RIZERE

f#tE

At 1 August 2015 RZZ-1%\A—H 634,254 9290 (326,000) 2420 319964
Total comprehensive expenses  FRZ AR XA
for the year - - (281,804) - (281,804)
Cancellation of share options Bzl - (6,966) 6,966 - -
Forfeiture of share options plit- e - (340) 340 = =
Exercise of share options TR ERE 7,200 (1,984) - - 5216
At31July2016and 1 August 2016 R-E—A~ELA=+-H
R=ZB-RENA-H 641,454 - (600498) 2420 43376
Total comprehensive expenses FREERTER
for the year - - (40,667) - (40667)
Issue of shares upon placing REBRETRM 103,256 - - - 103,256
At31 July 2017 RZE—+E+A=1-H 744710 - (641,165) 2420 105,965

——— =T LFFR
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52. PRINCIPAL SUBSIDIARIES 52, EERBAT
Details of the principal subsidiaries held by the Company at the end R|ERR RARARFENEZNBELA
of the reporting periods are as follows: IO

Ta Yang Silicone Rubber Indlustrial Hong Kong Ordinary shares HK$1,000,000 HKS1,000,000 100% 100%  Trading of sflicone
Company Limited rubber
RAYEBIEERAR Bt gl 1,000,000 7 100000077 100% 0% EEVE
Chief Ocean Limited Hong Kong Ordinary shares HK$1 HKST 100% 100%  Provision of management
services
BN Bt R 1871 181 100% 100% REEERE
InnoLIMS Global Hong Kong Ordinary shares HK$4,000,000 HKS$4,000000 55% 60%  Investments holding
RARH i LAk 4,000,000 7% 40000007870 55% 0% REE
Ta Yang Medical Investment Limited Hong Kong Ordinary shares HK$20,000,000 HKS$20,000000 100% 100%  Investments holding
('Ta Yang Medical") (Note )
REFBRRABRAT i LAk 20,000,000/ 7 2000000077 100% 1000 REBR
(TREE) (W a)
Ta Yang Group Limited (Note ) BVl Ordinary shares 11,930,811 11930811 100% 100%  Investments holding
shares of US$1 each shares of USST each
KESEERAR (Hia) ABRLES gl 11,930,811 RER 1190811 REREE 100% 100%  RERR
HE1ZTHRS 1E TR
Top View Investment Holdings BVl Ordinary shares 1share of US$1 each 1 share of US$1 each 100% 100%  Investments holding
Limited
ERREERBRAR ABRLES LAk 1REE1XTH 1 REfE EH 100% 100% RERR
i i3
Ta Yang Group (Macao Commercial MSAR Ordinary shares 1 share of MOP 1 share of MOP 100% 100%  Trading of silicone
Offshore) Limited 100,000 each 100,000 each rubber
RSB (AFRFAEERE) BFKE LAk 1REE 100,000 11k 100000 100% 0% EEYE
ARAT RABHRG RFBHRA
Dongguan Ta Yang Silicone Rubber The PRC Contributed capital HK$86,000,000 HK86,000,000 100% 100%  Manufacturing of
Industrial Company Limited silicone rubber
RENFEBERARAA i v 86,000,000/ 860000007 100% 100% SEDE
Huzhou Ta Yang Electronic The PRC Contributed capital US$38,000,000 US5938,000000 100% 100%  Manufacturing of
Technology Company Limited silicone rubber
BN ETREERAR HE NV 38,000,000 %70 3800000057C 100% 100% SEHE
Dongguan Tay Yang Rubber Plastic The PRC Contributed capital HK$8,000,000 HK58,000,000 100% 100% Manufacturing of
Industrial Company Limited silicone rubber
REFHRERRERAA il NV 8,000,000/7 8000000757 100% 100% SEVE

218 TA YANG GROUP HOLDINGS LIMITED
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52. PRINCIPAL SUBSIDIARIES (Continued)

52.

EEMBLT (4

Dongguan Tai Yang Rubber Plastic The PRC Contributed capital HK$70,000,000
Industrial Company Limited
('Dongguan Tai Yang’)

REAEBERRARAT B EIN-v: 70,000,000 %70
(e

Bei Liu Jin Gu Electronic Technology The PRC Contributed capital HK$23,000,000
Company Limited

EREATFHHARLA B IN-v. 23,000,000 %70

Harbin Ta Yang Development Trading The PRC Contributed capital RMB30,000,000
Company Limited

REERTERESERAA et IN-v.s AE%30,000,0007

RELEETHRARAT The PRC Contributed capital RMB5,600,000

RETETTHEBRAT et IN-v:s AE#5,600,00070

KA (8R) RREZERARAT  ThePRC Contributed capital RMB150,000,000

KF(EH) RREXER il EIN-U A& 150,000,000
BRARA

T (58 EEERAA The PRC Contributed capital RMBS50,000,000

HE(EE) EXARAR il IN-T AR %50,000,0007

Note:

(a) Except for Ta Yang Group Limited and Ta Yang Medical, all the
subsidiaries are indirectly held by the Company.

The above table lists the subsidiaries of the Group which, in the
opinion of the directors of the Company, principally affect the results
or assets of the Group. To give details of other subsidiaries would, in
the opinion of the directors of the Company, result in particulars of
excessive length.

HKS70,000000 100% 100%  Manufacturing of

silicone rubloer

7000000077 100% 0% BEYE
HK$23,000,000 100% 100%  Manufacturing of
silicone rubloer
2300000077 100% 00% BEYE
RMB30,000,000 100% 100%  Inactive
ARE300000007 100% 100% EEgg
R\BS,600,000 55% 60%  Manufacturing of
silicone rubboer
AR 560000070 55% 0% BEVE
RMB150,000,000 100% 100%  Healthcare service
AR 15000000070 100% 100% BERERE
N/A 100% N/A Hotel service
TR 100% TER BERE

(e

@ BRAFEEERQARRKFERIN - E
MEBARHBARRRERE °

ERINRARREFRABEIEVEAEHE
EEREENAKBMBRA - ARAE
ER/FANEMMBRAENSERRE
BRI e

A FEMBRERLT
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52. PRINCIPAL SUBSIDIARIES (Continued)

At the end of the reporting period, the Company has other
subsidiaries that are not material to the Group. A majority of these
subsidiaries are inactive or engage in investments holding. A
summary of these subsidiaries are set out as follows:

2. ¥EMBLTE )

RBEHRR ARREMMBERRE AL
EXELTEX - ZEHBRARNARSY
BEXYNEREER - ZEWERAM
FHEINNT

Inactive BVI

TEax RERVEHS
Indonesia
ENfE
The PRC
[
Hong Kong
e

Investments holding BVI

REER RERVEHS
Hong Kong
e

Research and development BVI

R RBRLES

None of the subsidiaries had any debt securities outstanding at the
end of both reporting periods or at any time during both years.

No subsidiary has non-controlling interest material to the Group.
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EVENTS AFTER THE REPORTING PERIOD

On 24 August 2017, the Group and Dyp Corp. (the “Purchaser”),
an independent third party, entered into a sale and purchase
agreement, pursuant to which, the Group has conditionally
agreed to sell, and the Purchaser has conditionally agreed to
buy, the Group's entire equity interest in UDE, an associate of
the Group, at a total cash consideration of US$290,155
(equivalent to approximately HK$2,246,000). The disposal of
UDE has been completed on 24 August 2017. At the date of
disposal, the carrying amount of UDE was approximately
HK$2,876,000, a loss on disposal of approximately HK$630,000
was resulted. Afterwards, the Group did not have any equity
interest in UDE.

On 11 October 2017, the Group and UDE, an independent
third party, entered into a sale and purchase agreement,
pursuant to which, the Group has conditionally agreed to sell,
and UDE has conditionally agreed to buy, the entire share
capital of Dongguan Tai Yang, an indirect wholly-owned
subsidiary of the Company, at a total consideration of
HKS$55,783,623. Up to approval date of the consolidated
financial statements, the disposal is yet to be completed.
Details of which are set out in the announcement of the
Company dated 11 October 2017.
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Five Years Financial Summary

LFEMBEE

CONSOLIDATED RESULTS REERE

Revenue WS 551,326 467,264 426,242 386,516 400,500
Loss for the year FAEE (131,919 (220,358) (159,382) (72,250) (74,060)
Loss for the year AR ALEEFER

attributable to: B8 -

Owners of the Company NATERA (131,616) (216,563) (156,335) (71,304) (72,943)

Non-controlling interests FEER AR (303) (3,795) (3,047) (946) (1,117)

(131,919) (220,358) (159,382) (72,250) (74,060)

CONSOLIDATED ASSETS AND LIABILITIES FeEERAR

Total assets BEMSE 1,012,409 815,823 654,170 567,746 954,503
Total liabilities BlERE (144,621) (185,397) (178,509) (156,584) (510,617)
Total equity Ak 867,788 630,426 475,661 411,162 443,886
Equity attributable to: AT AR G -
Owners of the Company RAREER A 862,928 628,907 475,661 410,509 444,282
Non-controlling interests FEEAR i A 4,860 1,519 - 653 (396)
Total equity S A 867,788 630,426 475,661 411,162 443,886
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