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Chairman’s statement
FEHRESE

On behalf of the board (the “Board”) of directors (the
“Directors”) of Brilliant Circle Holdings International Limited (the
“Company”) and its subsidiaries (together the “Group”), |
present the annual results for the year ended 31 December
2017.

BUSINESS REVIEW
For the year ended 31 December 2017, the Company
achieved revenue of approximately HK$1,265.5 million with
profit attributable to owners amounting to approximately
HK$138.0 million and basic earnings per share of
approximately HK9 cents.

Although China’s gross domestic products growth for the year
of 2017 picked up to 6.9 percent, the demand for certain
cigarette brands remain unsatisfactory. The effect of customer
destocking created hurdles for the growth of the Company.
During the year, the Company strived to diversify its revenue
stream by acquiring a company engaged in the business of
Internet-Of-Things (“IOT”) and developing smart packaging to
cater for increasingly competitive environment of traditional
packaging industry.

Printing of Cigarette Package

Due to the increasing competitive business environment, the
core business of the Group showed a decrease in revenue
primarily due to decline in average selling price brought by
intensifying mandatory tendering system in the tobacco
industry in China and the decline of sub-contract work from
Eastern Chinese customers.

Cigarette companies continue to destock to further reduce the
inventory as compared to the year of 2016. As a result of
inventory control, the sales volume of the Group experienced a
mild decrease. The expansion of top tier products is offset by
the effect of decline in average selling price of all product tiers
and the sluggish market of mid-low tiers products. The Group
continued to deepen cost saving measures across production
and overheads to moderate the unfavourable price pressure
as a result of intensified tendering.

Manufacturing of Laminated Papers
Due to rise in cost of raw materials, segment profit of
laminated paper decreased by 4.6%.
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Chairman’s statement
FEHRESE

Sales of RFID products

During the year, the Group has made a strategic move on
acquiring an IOT company which contributed segment profit of
HK$6.2 million to the Group during the year. The newly
acquired subsidiary will not only diversify the Group revenue
stream, but also play an important role in spearheading the
Group’s smart packaging development. The Group believes
there are rooms for improvement for traditional packaging and
each package would serve active functions beyond the inert
passive containment with the emerging technology.

PROSPECTS

The 19th National Congress of the Communist Party of China
(FEHEEZEE T NLARAE2ENREKAKE) was held in October
2017, and it affirmed China’s commitment on the country’s
innovative, coordinated, green, and open development.

Market share of cigarette packaging

During 2017, Regional China National Tobacco Corporations
continued to destock which affected adversely the sales
volume of the mid to low tier products of the Eastern Chinese
customers. Although the Group had managed to maintain its
market share in general, mandatory tendering will undoubtedly
impose price pressure across almost all tiers of cigarette
packaging products. To counter this, we will transition our
marketing strategy to increase the relative importance on
several major high-tier brands. Meanwhile, comprehensive
effort on strengthening research and development and product
design will be spent on tendering new brands of lower volume
but higher profitability. Quality control is always the Group’s
major focus for retaining customers. In the face of downward
pressure of product price, deeper supplier management will be
executed vertically in the supply chain to resolve the material
issue related to the existing material suppliers. With better
utilization of resource, new technology on packaging will be
invented to increase customer loyalty.

Smart packaging

With the acquisition of the IOT company as stated in the
announcement of the Company dated 22 May 2017, the
Group is further diversifying into smart packaging. The newly
acquired subsidiary will incorporate new technology into our
traditional package to create competitive advantage over the
conventional printers of the industry. It is expected that
continuous investments will be spent in this segment which is
expected to be a growing contributor to the Group’s revenue.
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Chairman’s statement
FEHRESE

Boutique packaging

In order to cope with the recent development trends in the
high end packaging markets, the Group will continue to invest
further in upgrading the existing production facilities to
enhance our product quality, production capacity and
efficiency for producing boutique packaging. It is expected
that our product range will be widened to include non-cigarette
package products to satisfy the wider range of package
printing customers.

Synergetic co-operations and developments

It is the Group’s corporate mission to continue to explore ways
to improve its financial performance, to equip the Group with
growth momentum, to diversify its operations internationally
into new and more profitable businesses and to broaden the
sources of revenue within acceptable risk level. Hence, the
Company does not rule out the possibility of investing in or
diversifying into other profitable business as long as it is in the
interests of the Company and its shareholders as a whole.

Looking ahead, the Group will continue to seek investment
and business opportunities with a view to achieving a
sustainable growth, increasing profitability and ultimately
maximising the return to the shareholders of the Company.

APPRECIATION

On behalf of the Group, | would also like to take this
opportunity to express my gratitude to our customers,
suppliers and shareholders for their continuing support, my
fellow directors for their guidance as well as our staff for their
dedication and hard work.

Cai Xiao Ming, David
Chairman

26 March 2018
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Management discussion and analysis

EEENmR DN

REVENUE

During the year, the revenue of the Group was approximately
HK$1,265.5 million (2016: HK$1,407.2 million), which
represents a decrease of approximately HK$141.7 million or
10.1% as compared with 2016. The revenues of our business
segments, (1) printing of cigarette package decreased by
12.9% to HK$1,189.7 million, (2) manufacturing of laminated
papers increased by 3.4% to HK$42.8 million, and (3) newly
acquired business engaging in sales of RFID products
recorded HK$32.9 million.

The decrease in revenue mainly resulted from the drop in
average selling price across various products tiers as a
consequence of intensified mandatory tendering system in the
tobacco industry in China. Despite the Eastern Chinese
customers’ destocking, the sales volume in other parts of
China increase which result in only negligible drop in sales
volume at Group level.

GROSS PROFIT

During the year, gross profit of the Group decreased by
approximately HK$101.3 million or 24.7% to HK$308.6 million
as compared with 2016. The gross profit margin has
decreased from 29.1% in 2016 to 24.4% in 2017. It was
mainly due to (i) price pressure of intensifying tendering
system; and (ii) significant decrease in the sub-contracting
business of Eastern Chinese customers as a result of over-
accumulation of inventory. Although the Group has spent
tremendous effort in enhancing internal complementation by
unifying resources and promoting its sharing among its
production facilities in various provinces of China, the drop in
average selling price of mid-tier cigarette packaging outweighs
the cost saving in manufacturing process resulting in significant
impact towards gross profit ratio.

OTHER INCOME

Other income increased by HK$9.6 million as compared with
2016. The increase has primarily arisen from (i) increase in
government grant of HK$4.2 millions due to incentives granted
by local authority for encouragement of its business
development and innovation; and (i) full utilisation of the factory
premises by leasing the idle area resulting in increase in rental
income by HK$4.0 million in 2017.
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Management discussion and analysis

SR B

OTHER GAINS AND LOSSES

Other gains and losses was arisen primarily due to net foreign
exchange losses as a result of depreciations of Hong Kong
dollars and impairment loss on goodwill due to downward
trend of cigarette package business.

SELLING AND DISTRIBUTION EXPENSES
During the year, although decline in revenue resulted in
reduced commission expenses, the effect was offset by the
increase of entertainment expenses for maintaining market
share.

ADMINISTRATIVE EXPENSES AND OTHER
EXPENSES

During the year, administrative expenses and other expenses
decreased by approximately HK$8.1 million or 8.4% to
HK$88.1 million primarily due to the decrease in staff cost
expenses of HK$9.4 million being offset by the surcharge on
overdue payments to governmental authorities and
compensation expenses amounting to HK$2.7 million.

FINANCE COSTS

Finance costs decreased by 14.0% to approximately HK$22.0
million. It was mainly due to refinancing with lower interest
bearing bank borrowings during the year.

SHARE OF PROFITS OF ASSOCIATES

Share of profits of associates decreased by approximately
HK$39.1 million to HK$47.3 million during the year. The
decrease in net profit of our associates was mainly due to
absence of reversal of bad debt in 2016 and the decrease in
average selling price of top-tier cigarette packaging demanded
by its customers together with the effect of slight decline in
sales volume in 2017,

TAXATION

The effective tax rate of the Group increased from 19.5% to
25.9% in 2017. It was primarily due to increase in non-
deductible expenses for tax purpose mainly associated with
the impairment of goodwiill.
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Management discussion and analysis

EEENmR DN

PROFIT FOR THE YEAR ATTRIBUTABLE TO
OWNERS OF THE COMPANY

Profit attributable to the owners of the Company decreased by
51.7% or by HK$147.8 million to HK$138.0 million, mainly
because of (i) significant drop in sub-contracting income, (ii)
decrease in share of profits of associates and (iii) the
impairment of goodwill as described above.

SEGMENT INFORMATION

During the year, revenue were generated from three segments:
(i) the printing of cigarette packages of approximately
HK$1,189.7 million (2016: HK$1,365.8 million), (ii)
manufacturing of laminated papers of approximately HK$42.8
million (2016: HK$41.4 million), and (iii) the new segment
arising from acquisition during the year for the sales of RFID
products of approximately HK$32.9 million respectively. The
earnings from the printing of cigarette packages and
manufacturing of laminated papers decreased by 26.6% to
approximately HK$294.3 million (2016: HK$400.9 million) and
4.6% to approximately HK$10.4 million (2016: HK$10.9
million) respectively. Earnings from the printing of cigarette
packages accounted for approximately 94.7% of the total
segment earnings before unallocated items.
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Management discussion and analysis

SRR

FINANCIAL POSITION AND LIQUIDITY

The Group generally finances its operations with internally
generated resources and banking facilities. As at 31 December
2017, the Group had net current assets of HK$478.5 million
(2016: HK$396.5 million), while the Group’s cash and cash
equivalents amounted to HK$292.5 million (2016: HK$199.7
million). As at 31 December 2017, the short-term interest-
bearing bank borrowings of the Group amounted to HK$621.9
million (2016: HK$419.6 million). Carrying amounts of trade
receivables, property, plant and equipment, investment
properties, bank deposits and non-current assets classified as
held for sale pledged for securing credit facilities amounted to
approximately HK$451.5 million (2016: HK$574.6 million),
HK$Nil (2016: HK$80.8 million), HK$Nil (2016: HK$121.3
million), HK$5.4 million (2016: HK$6.7 million) and HK$197.4
million (2016: HK$NIl) respectively. As at 31 December 2017,
the Group’s gearing ratio, represented by the amount of
interest-bearing borrowings divided by shareholders equity,
was reduced to 22.8% (as at 31 December 2016: 23.6%). As
at 31 December 2017, the Group had capital commitments for
purchase of property, plant and equipment which amounted
to HK$4.5 million (2016: HK$7.9 million).

CONTINGENT LIABILITIES AND GUARANTEES
Save as disclosed in the note 47 to the consolidated financial
statements or elsewhere in the annual report, the Group did
not provide any guarantees to third party and had no material
contingent liabilities as at 31 December 2017.

MATERIAL ACQUISITION AND DISPOSAL

On 16 May 2017, Right Tech (China) Limited, a wholly-owned
subsidiary of the Company, as purchaser entered into a sale
and purchase agreement (the “SPA”) with an independent third
party as vendor, in relation to the acquisition of 70% equity
interest of Jiangsu HY Link Science & Technology Co., Limited
TaREEYF R AR A A (the “Target Company”) at the
total cash consideration of RMB44,982,000 (equivalent to
approximately HK$51,849,000) or RMB46,410,000 (equivalent
to approximately HK$53,494,000) subject to the financial
results of Target Company for the years end 31 December
2017 and 31 December 2018. Such acquisition did not
constitute a notifiable transaction to the Company under the
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules®).
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Management discussion and analysis

EEENmR DN

According to the 2017 audited results of Target Company,
financial performance as required by the profit guarantee
stated in the SPA was met during the year. The second
installment of the consideration will be distributed by the end
of March 2018.

On 11 January 2018, the Company, as the vendor, entered
into a provisional sale and purchase agreement in relation to
the disposal of the entire issued capital of, and the debts due
by, Empire Sail Limited and its subsidiary (the “Target Group”)
at a cash consideration of HK$295,000,000, in which the
principal asset of the Target Group is a commercial building
property together with three car parking spaces, to Lion
Capital Investment Limited, as the purchaser. The completion
of the transaction shall take place on 30 April 2018. Details of
the transaction can be referred to the announcement of the
Company dated 11 January 2018.

Save as disclosed above or elsewhere in the annual report,
there was no material acquisition or disposal of subsidiaries or
associated companies by the Group during the year ended 31
December 2017.

TREASURY POLICIES

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

SRR

CAPITAL STRUCTURE

The Group’s operation was mainly financed by funds
generated from its operations and borrowings. As at 31
December 2017, the borrowings were mainly denominated in
Hong Kong dollars and Renminbi, while the cash and cash
equivalents held by the Group were mainly denominated in
Hong Kong dollars and Renminbi. The Group’s turnover is
denominated in Renminbi, while its costs and expenses are
mainly denominated in Hong Kong dollars and Renminbi. In
view of the prevailing macro-economic environment and the
volatile foreign exchange market, the Group is exposed to the
foreign exchange rate risk. An exchange gain has arisen due
to the translation of functional currency of Renminbi to
presentation currency of Hong Kong dollar during the reporting
period when Renminbi depreciated against Hong Kong dollar.
However, such translation is a non-cash item in nature and
has no practical effect to our daily operation as majority of our
revenue and cost are all denominated in Renminbi. Foreign
exchange loss was arisen due to Renminbi appreciated
against Hong Kong dollar during the first half of the financial
year. The hedging contracts were terminated in mid 2017. The
Group will closely monitor the volatility of foreign exchange rate
and apply the appropriate hedging strategy if necessary.

CHARGES ON THE GROUP’S ASSETS

As at 31 December 2017, assets with carrying amounts of
approximately HK$654.4 million (31 December 2016:
HK$783.4 million) were pledged to banks in respect of banking
facilities granted to Group.

HUMAN RESOURCES

As at 31 December 2017, the Group had 18 (2016: 6) and
1,178 (2016: 1,072) full-time staff based in Hong Kong and the
PRC respectively. The Group’s remuneration packages are
generally structured with reference to market terms and
individual merits. The Group participates in a defined
contribution retirement benefits scheme under the Mandatory
Provident Fund Schemes Ordinance for all of its employees in
Hong Kong. Contributions are made based on a percentage of
the employees’ base salaries. The Group also made
contributions to provident funds, elderly insurance, medical
insurance, unemployment insurance and work-related injury
insurance in accordance with the applicable laws and
regulations in the PRC. The Group has adopted a share option
scheme as a reward to eligible high-caliber employees and to
attract similar high quality personnel that are valuable to the
Group.
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Profile of directors and senior management

ESkEREEERE

BOARD OF DIRECTORS

Executive Directors

Mr. CAl Xiao Ming, David (%:/287), aged 40, was appointed
as an Executive Director on 18 December 2008. He was re-
designated as the Chairman of the Board with effect from 31
October 2014 and is responsible for the overall management
of the Group. He was appointed as a Chief Executive Officer
during the period from 3 May 2011 to 30 October 2014. Mr.
David Cai is a director of most subsidiaries of the Company.
Mr. David Cai has more than 11 years of experience in the
packaging and printing industry gained from the management
of the Group’s business. Mr. David Cai joined the Group in
January 2001.

Mr. QIN Song ($X#2), aged 45, is an Executive Director, the Chief
Executive Officer and a member of the Nomination Committee of the
Company. He was appointed as the Vice Chairman of the Group
with effect from 3 December 2015. Mr. Qin joined the Group in May
2002, and worked, among other positions, as the Office
Administrator of the Group and General Manager of various
subsidiaries of the Company. Since September 2005, Mr. Qin serves
as the Deputy Director of the market committee of the Company and
since February 2006, a Vice President of the Company. From May
2010 to October 2011, he also served as the General Manager of
Bengbu Jinhuangshan Rotogravure Printing Company Limited in
addition to his then existing duties. Mr. Qin holds a Bachelor’s degree
in Economics and Management Administration.
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Profile of directors and senior management

ESREREEERE

Mr. PENG Guoyi (¥ Bl Z), aged 54, was appointed as an
Executive Director on 22 July 2015. Mr. Peng has been
serving the Group as the Vice President of the Group and the
General Manager of Shenzhen Kecai Printing Co., Limited* (%
Y B F ED B A R A al), one of the subsidiaries of the
Company since he joined the Group in December 2013. Mr.
Peng graduated from Hunan University, specializing in internal
combustion engines, and with status of the national senior
engineer and the member of expert guidance committee.
Before Mr. Peng joined the Group, he worked as a general
manager in Kunming Color Printing Company* (£ B8 % ]
ENRI A &) from 2007 to 2008. He also worked as a general
manager in Jinjia New Style Packing Material Limited
Company* (55 3= ¥7 7 8 2 #1 £ B IR A 7]) during the period
from 2008 to 2013. He has more than ten years of
management experience in the printing and packaging
companies.

Non-Executive Director

Ms. LI Li (Z2#), aged 46, was appointed as an non-executive
Director on 22 July 2015. Ms. Li is a Chairman of the board of
directors of Masterwork Group Co., Ltd. (K2R EZ R EE
1% 7 B BR A 7)) (“Masterwork” together with its subsidiaries,
the “Master Group”), a company whose issued shares are
listed on the Shenzhen Stock Exchange (Stock code: 300195).
She is also a director of certain subsidiaries of the Masterwork
Group Co., Ltd. and Tianjin Ming Xuan Investment Limited
Company* (K)EZ &1 E BR A A]). Ms. Li is qualified as a
senior economist in the People’s Republic of China. She has
extensive management experience in the printing and
packaging companies.
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Profile of directors and senior management

ESkEREEERE

Independent Non-Executive Directors

Mr. LAM Ying Hung, Andy (#£#)58), aged 54, was appointed
as an Independent Non-Executive Director on 4 March 2009. Mr.
Lam is the chairman of the Remuneration Committee and a
member of the Audit Committee and the Nomination Committee
of the Company. Mr. Lam has over 25 years of experience in
accounting, banking and finance sectors. Mr. Lam is the
Managing Consultant of Lontreprise Consulting Limited. Mr. Lam
is an associate member of various professional organisations,
namely The Institute of Chartered Secretaries and Administrators,
The Hong Kong Institute of Company Secretaries and The Hong
Kong Institute of Bankers. Mr. Lam is also a fellow member of the
Association of Chartered Certified Accountants and a Certified
Public Accountant of Hong Kong Institute of Certified Public
Accountants (“HKICPA”). Mr. Lam is an Independent Non-
Executive Director of Xingfa Aluminium Holdings Limited and
Synertone Communication Corporation, both are companies
listed on the Main Board of the Stock Exchange. Mr. Lam
received his Master of Professional Accounting and Master of
Science in E-commerce for Executives both from The Hong Kong
Polytechnic University.

Mr. LUI Tin Nang (@ X 8%), aged 60, was appointed as an
Independent Non-Executive Director on 4 March 2009. Mr. Lui
is the chairman of the Audit Committee and a member of the
Remuneration Committee and the Nomination Committee of
the Company. Mr. Lui has a Bachelor degree in Science from
the University of Leeds, a Master Degree in Business
Administration from the University of Bradford in United
Kingdom and a Postgraduate Diploma in insolvency from
HKICPA. He is a fellow member of the HKICPA (Practicing),
the Institute of Chartered Accountants in England & Wales, the
Taxation Institute of Hong Kong, and The Society of Chinese
Accountants and Auditors. He is also a member of the
Chartered Institute of Management Accountant, Institute of
Certified Public Accountants in Australia and the Certified Tax
Adviser. He has years of experience in accounting, auditing,
taxation, corporate finance and business advisory. Mr. Lui is
also an Independent Non-Executive Director of Noble House
(China) Holdings Limited which listed on the GEM of the Stock
Exchange.

BIYFHITES

MEBEE b4 RZZETNF=AN
HEZERBIIFNTES - MEERETR
AFMEE TR AREREZEGREEEER
BB MEEREE RITREBERES
#2549 48 & + IR A Lontreprise Consulting
Limited ) & FERER - SR E EFEAHE (5
AMERITHRABRE BEARWELS
NEBRITREPE)NEE - MELTRRE
BT ARGMAGERAGEREEG:T
A ((EBSHMAE ) MESEA - A
FERBBRAER ET AT HEERELRE
RARI NG EBEEEBRIRNEIIEN
TEF MEAFEEBBEIREEE S
BEREFHE(TTHRAB)BEET 24 o

BREEXE 605 RZZETNF=-ANO
ABZERBIIIFNTES - aLERAR
ABEZLZEgXIRAFMEESRIEREE
g E o mEARA EE University of Leeds
B 24 247« % & University of Bradford T
EEEELTEMRBEESHIASREERE
MR BABAGEHAAE () - RIEH
kEREHTSHMAE  BARBKEER
EADIHMAGEFREE o RS
EREHABE  BMNEFAMASEERSE
MR ASAD o AR - B B B
¥MENREBBASHTEHERELZFLERHR - 3
ST ABBZGEM F AR ZE (R E)
TRERARINBILIENITES -

20175 FERE EMEREBRERLF

15



16

Profile of directors and senior management
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Mr. SIU Man Ho, Simon (F23(5%), aged 44, is a practising solicitor
of the High Court of Hong Kong. He obtained a Bachelor of Laws
degree from the University of Hong Kong in 1996 and is a partner of
a Hong Kong law firm, namely Sit, Fung, Kwong & Shum Solicitors.
Mr. Siu is also a China Appointed Attesting Officer appointed by the
Ministry of Justice of the PRC. His areas of practice include corporate
finance, capital markets, securities, mergers and acquisitions, joint
ventures and general commercial matters. Mr. Siu is also an
independent non-executive director of Wai Yuen Tong Medicine
Holdings Limited (stock code 897), Weiye Holdings Limited (stock
code 1570) and Shuang Yun Holdings Limited (stock code 1706), all
of which are companies listed on the Main Board of the Stock
Exchange. He also actively participates in charitable and social
services in Hong Kong. He was previously appointed as the director
of Hong Kong Pok Oi Hospital. He is acting as the legal adviser for
United Hearts Youth Foundation, VQ Foundation and Hong Kong
Taekwondo Association as well as the school manger of The
Association of Directors and Former Directors of Pok Oi Hospital Ltd.
Leung Sing Tak College. He is also a member of the Committee of
the Chinese People’s Political Consultative Conference in Yangjiang
City of Guangdong Province, the PRC. Mr. Siu is the chairman of the
Nomination Committee and a member of the Audit Committee and
the Remuneration Committee of the Company.

SENIOR MANAGEMENT

Mr. HUANG Wanru, (= & %), aged 50, was appointed the
vice president of the Group since October 2011. With long
working experience in finance field, Mr. Huang is responsible
for the Group’s financial and management information system.
Mr. Huang joined the Group in May 1998, has been serving in
the Group’s various subsidiary companies and in various roles
such as cost accounting, finance manager, finance controller.
Since March 2008, Mr. Huang was appointed as the financial
controller of the Group. Mr. Huang is studying EMBA at

Xiamen University.

Mr. JIANG Xiang Yu (¥ %£51), aged 62, is the General Manager
of BB Jinhuangshan. He joined the Group in 1999 and has over
15 years of experience in the cigarette package industry.
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Profile of directors and senior management
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Mr. YAN Feng (& &), aged 60, is the Vice President of the
Group since March 2016 responsible for the Group
infrastructure advancement, equipment management and
investment, policy research and technology management. Mr.
Yan joined the Group in 2000 and has more than 20 years of
experience in the cigarette package industry and he also has
experience in printing of books services. Between May 2000
to April 2001, he served as the design director and marketing
manager in the headquarter of the Group. Between November
2003 to November 2006, he served as Deputy General
Manager of Xiangfan Jinfeihuan Colour Packing Company
Limited (“Xiangfan Jinfeihuan”). Between April 2009 to May
2010, he served as the General Manager of the Group
responsible for the printing of paper products. Between
November 2010 to December 2012, he served as the Deputy
General Manager of CD Goldroc. Between May 2013 to March
2016, he served as General Manager of Xiangfan Jinfeihuan.

Ms. ZHENG Jinghui (#/%% %), aged 40, is the Vice President
of the Group since March 2016 responsible for the
management of the Group’s strategy, human resources, office
administration. Ms. Zheng graduated from Beihang University,
specializing in computer application, Zhejiang University
specializing in human resources management. She joined the
Group in 2000 and has served in various role as information
technology manager, operations manager, human resources
manager, vice president and assistant to CEO of the Group.
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Profile of directors and senior management
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Mr. CHUNG Tat Hung ({&3£%), aged 50, is the Chief Financial
Officer and Company Secretary of the Group. Mr. Chung had
worked in various companies as finance manager and accounting
manager, and was previously an accountant of an international
accounting firm. Mr. Chung joined the Group in October 2003
until February 2013 and served as the Finance Manager of the
Group. He rejoined the Group in March 2014. Mr. Chung is a
fellow member of HKICPA and a certified practicing accountant
of Australian Society of Certified Practising Accountants. Mr.
Chung received his Master of Business Administration jointly
offered by the University of Sydney and the University of New
South Wales in Australia in 2002 and Bachelor of Commerce
from the Australian National University in 1991.

Mr. WONG Ka Ho (£ %% ), aged 34, joined the Group in
February 2017 as deputy financial controller and has been
appointed as Financial Controller of the Group since July 2017.
Mr. Wong was also company secretary of the Company during
the period from 1 August 2017 until 3 April 2018. Mr. Wong
became a member of the Hong Kong Institute of Certified Public
Accountants in January 2013. He has extensive experience in
accounting and financial management, audit, corporate
governance and company secretarial matters. He holds a
Bachelor of Business Administration in Accountancy from The
Hong Kong Polytechnic University.
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Report of the directors
EEEREE

The Directors are pleased to submit their report together with
the audited financial statements of the Group for the year
ended 31 December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of the principal subsidiaries of the
Company are set out in note 48 to the consolidated financial
statements.

BUSINESS REVIEW

A fair review of the business of the Group for the year ended
31 December 2017 and the future development of the Group’s
business is set out in the section headed “Chairman’s
Statement” on pages 4 to 6 of this annual report. Financial and
business performance analysis is disclosed in the section
headed “Management Discussion and Analysis” on pages 7 to
12 and note 6 to the consolidated financial statements. The
principal risks and uncertainties affecting the Group’s results
and business can be found in notes 4, 39 to 40 to the
consolidated financial statements.

The PRC cigarette industry is closely monitored and controlled
by the PRC government and our customers are concentrated
on a limited number of state-owned cigarette manufacturers.
The Group’s success depends on the support from key
stakeholders which comprise shareholders, regulators,
customers, employees, local communities and business
partners etc. and we have maintained good and strong
business relationship with our customers through joint venture
and other co-operations. During the year ended 31 December,
2017 and up to the date of this annual report, we have
complied with all the relevant rules, laws and regulations in the
PRC that have a significant impact on the Group. Further
details about the environmental and social responsibility will be
published in separate report to be uploaded on the websites
of the Company and the Hong Kong Stock Exchange.
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Report of the directors
EEEREE

RESULTS AND DIVIDEND

The results of the Group are set out in the consolidated
statement of profit or loss and other comprehensive income
on pages 56 to 57. The Board does not recommend the
payment of a dividend for the year ended 31 December 2017
(2016: HK15.3 cents).

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the 2018
AGM, the register of members of the Company will be closed
from 28 May 2018 to 1 June 2018 (both days inclusive), during
which period no transfer of shares of the Company will be
registered. In order to be eligible to attend and vote at the
2018 AGM, all transfer of shares of the Company
accompanied by the relevant share certificate(s) and
appropriate transfer form(s) must be lodged with the
Company’s branch share registrar in Hong Kong, Tricor
Investor Services Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than
4:30 p.m. on 25 May 2018.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales to the Group’s five largest
customers accounted for approximately 61.3% of the Group’s
turnover and sales to the Group’s largest customer was
approximately 30.7% of the Group’s total revenue. During the
year, the aggregate purchases attributable to the Group’s five
largest suppliers accounted for approximately 43.0% of the
Group’s total purchases, and the purchases attributable to the
Group’s largest supplier was approximately 22.9% of the
Group’s total purchases.

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

PROPERTY, PLANT AND EQUIPMENT

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

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

RESERVES

At 31 December 2017, the Company’s reserves available for
distribution amounted to approximately HK$2.9 billion. Under
the Companies Law of the Cayman Islands, the share premium
of the Company is distributable to the shareholders of the
Company provided that immediately following the date on
which the distribution or dividend is proposed to be distributed,
the Company shall be able to pay its debts as they fall due in
the ordinary course of business. Details of the movements in
reserves of the Group and the Company are set out in the
consolidated statement of changes in equity.

PRE-EMPTIVE RIGHTS

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

TAX RELIEF

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

FINANCIAL SUMMARY

A summary of the consolidated results of the Group for the last
five financial years and of its consolidated assets and liabilities
as at the end of the last five financial years is set out on pages
186 to 187.

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

Neither the Company, nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 December 2017.
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SHARE OPTION SCHEME AR AEST &

On 4 March 2009, the shareholders of the Company had WRZZZTAF=AWH » KA " RE &L
approved and adopted a share option scheme (the “Share  #RANBERE S (B REETEI ) - BEARREST
Option Scheme”). Key terms of the Share Option Scheme are Sl F B{EFE A0 T -

summarized below:

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

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

(i)  The total number of shares in respect of which options (i)
may be granted under the Share Option Scheme is
40,000,000 shares, being 10% of the total number of
shares in issue as at 30 March 2009, being the date of
listing of the shares of the Company on the Stock
Exchange as adjusted by the share subdivision effective
on 11 June 2013, or about 2.55% of the total number of
shares in issue as at 31 December 2017.

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

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

(vii)

(viil)

(ix)

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

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

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

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

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

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

ARRANGEMENT TO ACQUIRE SHARES OR
DEBENTURES

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

Details of the Company’s subsidiaries as at the date of this
report are set out in note 48 to the consolidated financial
statements.

RETIREMENT BENEFIT SCHEME

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

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

The employees of the Company’s subsidiaries established in
the PRC are members of a central pension scheme operated
by the local municipal government. These subsidiaries are
required to contribute certain percentage of the employees’
basic salaries and wages to the central pension scheme to
fund the retirement benefits. The local municipal government
undertakes to assume the retirement benefits obligations of all
existing and future retired employees of these subsidiaries.
The only obligation of these subsidiaries with respect to the
central pension scheme are to meet the required contributions
under the scheme.

The Group’s cost for the schemes charged to the consolidated
statement of profit or loss and other comprehensive income
for the year ended 31 December 2017 amounted to
approximately HK$11,117,000 (2016: HK$9,442,000).
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DIRECTORS
The Directors during the year and up to the date of this report
were:

Executive Directors:

Mr. Cai Xiao Ming, David (Chairman)

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

Non-Executive Director:
Ms. Li Li

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

Mr. Lui Tin Nang

Mr. Siu Man Ho, Simon

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

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

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

Brief biographical details of Directors and senior management
are set out on pages 13 to 18.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Peng Guoyi and Ms. Li Li have entered into a
service agreement with the Company for an initial term of three
years commencing from 22 July 2015, and will continue
thereafter until terminated by not less than three months’
notice in writing served by either party. Each of Mr. David Cai
and Mr. Qin Song has entered into a service agreement with
the Company for a term of three years commencing from 30
March 2018 and will continue thereafter until terminated by not
less than three months’ notice in writing served by either party.
Each of Mr. Lam Ying Hung, Andy, Mr. Lui Tin Nang and Mr.
Siu Man Ho, Simon has renewed their appointment for a fixed
term of three years commencing from 30 March 2018.

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

DIRECTORS’ INTERESTS IN CONTRACTS
Details of the related party transactions entered into during the
year were disclosed in note 46 to the consolidated financial
statements. Save as those disclosed under the paragraph
headed “Continuing Connected Transactions” below, these
related party transactions either did not constitute connected
transactions under the Listing Rules or were exempted
connected transactions under the Listing Rules. Save as the
transactions aforementioned, no contracts of significance in
relation to the Group’s business to which the Company or any
of its subsidiaries was a party and in which a Director or the
controlling shareholder of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year
or at any time during the year, and there were no contract of
significance for the provision of services to the Group by the
controlling shareholder of the Company.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

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

MANAGEMENT CONTRACTS

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

PERMITTED INDEMNITY PROVISION

Subject to the applicable laws, every Director and other
officers of the Company shall be entitled to be indemnified by
the Company from and against all actions, costs, charges,
losses, damages and expenses which they or any of them
may incur in the execution and discharge of his or her duties
or in relation thereto pursuant to the Company’s Articles of
Association. Such provisions were in force during the course
of the financial year ended 31 December 2017 and remained
in force as of the date of this report.

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

As at 31 December 2017, the following Directors or the chief
executives of the Company had or were deemed to have
interests or short positions in the shares, underlying shares or
debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance, Chapter 571 of the Laws of Hong Kong (“SFO”)) (i)
which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were
taken or deemed to have under such provision of the SFO); or
(i) which were required, pursuant to section 352 of the SFO, to
be entered in the register referred to therein; or (i) which were
required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”) contained in the Listing Rules:
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The Company XA E]
Name of Director Capacity Number of Position Approximate
shares/ percentage
underlying of issued
shares held share capital
BEEpsg 54 FrERe,/ #HR HEBITRAE
HERGOEE BABEI
Mr. Cai Xiao Ming, David Interest of controlled 851,456,892 Long 54.3%
__corporation (note 1)
ERAxLE REGEE S (M 1) 15}
Mr. Qin Song Beneficial owner 15,321,062 Long 1.0%
WA EnEAA )
Mr. Peng Guoyi Beneficial owner 1,000,000 Long 0.1%
vEERE ERBEAA e
Ms. Li Li Interest of controlled 250,551,964 Long 16.0%
n __corporation
FHILL REHEE R 1)
Note HeE -

1. 274,325,278 shares are held by Profitcharm Limited and 577,131,614
shares are held by Sinorise International Limited, the entire issued share
capitals of them are wholly and beneficially owned by Mr. Cai Xiao Ming,
David.

1. BIZE AR A AHE A 274,325,278 LA 17 K 4 4 B
BAERAREAS77,131,614 %) - WE 2
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN AND/OR SHORT POSITIONS

So far as is known to the Directors and chief executives of the
Company, as at 31 December 2017, the following persons (not
being a Director or chief executive of the Company) had, or
were deemed to have, interest or a short position in the shares
or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO:

TERROERR HKE

BARABEREBARABHM K2
—F+=A=+—B  UTAL IR
AFMEEHEETRAR) AEL AR
SRR (H P I LR BB RIS R
IS IGEHIE XV H 82 R 3D HARA LT
TS TAR -

Number of Approximate

shares/ percentage of

underlying issued share

Name of shareholder Note Capacity shares held Position capital

FrisRen,/ HEBRITRAE

RREH iz S0 HEROHBE #®=E BB

Profitcharm Limited 1 Beneficial owner 274,325,278 Long 17.5%
BlmARAA ERBEBA )

Sinorise International Limited 2 Beneficial owner 577,131,614 Long 36.8%
RERRAR AR ERBEBA )

Masterwork Group Co., Ltd. Interest of controlled 250,551,964 Long 16.0%

corporation

RAREHEERRAARAA FEH AR T

Masterwork Machinery (H.K.) Limited Beneficial owner 250,651,964 Long 16.0%
REBRD (BR)BRLRA ERBEBA )

Partners Group Holding AG Beneficial owner 103,555,231 Long 7.0%
Partners Group Holding AG ExEBA e

Tianjin Dehou Investment Interest of controlled 103,555,231  Long 7.0%

Management Partnership corporation
(Limited Partnership)

Tianjin Dehou Investment XS EEE S 0e

Management Partnership
(Limited Partnership)

Notes:

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

Cai Xiao Ming, David.

2. Sinorise International Limited is a company incorporated in the British
Virgin Islands with limited liability which is wholly and beneficially owned

by Mr. Cai Xiao Ming, David.
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CONTINUING CONNECTED TRANSACTION
Transactions with Masterwork Group

On 22 December 2017, the Company entered into the Master
Sale and Purchase Agreement with Masterwork Group Co.,
Ltd (“Masterwork Group®), pursuant to which the Group will (i)
purchase post-press and packaging machineries from
Masterwork Group or its subsidiaries and/or (ii) sell old
machineries, purchased from Masterwork Group or otherwise,
to Masterwork Group or its subsidiaries and related services
from time to time to/for a term commencing on 1 January
2018 and expiring on 31 December 2020. The Annual Caps in
relation to the purchase of post-press and packaging
machineries by the Company for each of the three years
ending 31 December 2018, 31 December 2019 and 31
December 2020 are RMB50 million, RMB50 million and
RMB50 million respectively. The Annual Caps in relation to the
sale of old machineries, purchased from Masterwork Group or
otherwise, to Masterwork Group or its subsidiaries and related
services for each of the three years ending 31 December
2018, 31 December 2019 and 31 December 2020 are RMB10
million, RMB10 million and RMB10 million respectively.

There is no minimum sale and purchase amount under the
Master Sale and Purchase Agreement and the Group is not
contractually bound to (i) purchase post-press and packaging
machineries from Masterwork Group or its subsidiaries and/or
(i) sell old machineries, purchased from Masterwork Group or
otherwise, to Masterwork Group or its subsidiaries. The Group
is entitled to source such machineries from other suppliers or
dispose such old machineries to other purchasers. The post-
press and packaging machineries and related services to be
supplied by Masterwork Group or its subsidiaries to the Group
will be in accordance with the specifications provided by the
Group on a case by case basis. The old machineries to be
sold by the Group will be subject to acceptance by
Masterwork Group depending on the type, condition and price
of the old machineries to be decided on a case by case basis.
The exact quantity, specifications and price of the post-press
and packaging machineries and the old machineries,
settlement terms and date of delivery will be set out in the sale
and purchase orders to be issued by the Group to Masterwork
Group.
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The actual purchase amount incurred under the Master
Purchase Agreement for the year ended 31 December 2017
was approximately HK$1.1 million.

Masterwork Group, being a substantial shareholder of the
Company interested in 16.0% of the issued share capital of
the Company, is a connected person under the Listing Rule
and the transactions contemplated under the Master Purchase
Agreement constitute continuing connected transactions of
the Company under Chapter 14A of the Listing Rules. Details
of the Master Purchase Agreement were set out in the
announcement of the Company dated 22 December 2017.

Compliance with Disclosure Requirements

Save for the “Purchase of printing and packing machineries”
during the year as shown in note 46(a) to the consolidated
financial statements which constituted continuing connected
transactions of the Company under Chapter 14A of the Listing
Rules, all other transactions as shown in note 46 are
continuing connected transactions exempted from
announcement, reporting, annual review and independent
shareholders’ approval requirements under Chapter 14A of the
Listing Rules. The Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing
Rules in respect of the above continuing connected
transactions.

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

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

(b)  on normal commercial terms or better; and

(c) inaccordance with Master Sale and Purchase Agreement
governing them on terms that are fair and reasonable and
in the interests of shareholders of the Company as a
whole.
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In addition, the Company has engaged its auditor to report on
the continuing connected transactions of the Group in
accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements. Other than
Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under Hong Kong Listing Rules”
issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued unqualified letter
containing the conclusion in respect of the continuing
connected transactions set out above which is in compliance
with the Rule 14A.56 of the Listing Rules.

CORPORATE GOVERNANCE

Principal corporate governance practices as adopted by the
Company are set out in the Corporate Governance Report
section set out on pages 34 to 46.

PUBLIC FLOAT

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

DISCLOSURE UNDER RULE 13.21 OF THE
LISTING RULES

During 2015, the Company has been offered a four-year term
loan facility of HK$340,000,000 from a local bank. During the
year, the Company has been offered additional term loan
facilities from an existing local bank of HK$150 million and
HK$83 million repayable within 4 and 6 years respectively, and
a revolving loan facilities of HK$170 million, all of which the
Company has undertaken, among other matters, that Mr. Cai
Xiao Ming, David shall maintain at least 50% beneficial
shareholding interest in the Company at all times during the life
of the above banking facilities (the “Undertaking”). The breach
of such Undertaking may result in the loan immediately due
and repayable. Such Undertaking also exists in other revolving
banking facilities made available to the Group from other
banks in the total amount of HK$170 million.
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AUDITOR BEEm
A resolution will be submitted to the annual general mestingto AR AIBFABRREFAE HIRE —THRE
re-appoint Messrs. Deloitte Touche Tohmatsu as auditor of the % - LAE¥HE(E/EE) ¢ AR & 510175

Company. NN RZEEAD

On behalf of the Board REESE

Brilliant Circle Holdings International Limited BB AR AR

Cai Xiao Ming, David EeRERA

Chairman FE

Hong Kong, 26 March 2018 B T N\EFE=ZA=+XAH
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OVERVIEW

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

CORPORATE GOVERNANCE

The Company has adopted the Corporate Governance Code
(the “Code”) contained in Appendix 14 of the Listing Rules. For
the year ended 31 December 2017, the Company has
complied in general with the Code, except code provisions
A.6.7 and E.1.2 of the Code as Mr. Cai Xiao Ming (the
Chairman of the Board) and Ms. Li Li (the non-executive
Director) were unable to attend the annual general meeting of
the Company held on 2 June 2017 due to their other business
engagement.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules as the standard for securities
transactions by Directors. The Company has made specific
enquiries of all the Directors and all the Directors confirmed
that they have complied with the required standards set out in
the Model Code and its code of conduct regarding Directors’
securities transactions for the year ended 31 December 2017.

THE BOARD OF DIRECTORS

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

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

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

Four Board meetings were held during the year ended 31
December 2017. Ad-hoc meetings will also be convened if
necessary to discuss the overall strategy as well as the
operation and financial performance of the Group. Notice of
Board meeting was sent to all Directors at least 14 days prior
to a regular board meeting. Reasonable notices will be given
to the Directors for ad-hoc board meetings. Directors may
participate either in person or through electronic means of
communications.

All relevant materials were sent to all the Directors relating to
the matters brought before the meetings. All the Directors
have been provided with sufficient resources to discharge their
duties, and, upon reasonable request, the Directors will be
able to seek independent professional advice in appropriate
circumstances, at the Company’s expenses. All Directors will
have the opportunity to include matters in the agenda for
Board meetings. Details of individual attendance of Directors
are set out in the table on page 42 of this annual report.

APPOINTMENTS, RE-ELECTION AND
REMOVAL OF DIRECTORS

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

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

Under provision A.2.1 of the Code, the roles of the Chairman
and the Chief Executive Officer should be separate and should
not be performed by the same individual. During the year
ended 31 December 2017, Mr. David Cai is the Chairman who
provides leadership to the Board but he would not be involved
in the day-to-day management of the Group’s business. Mr.
Qin Song, was appointed as the Vice- Chairman and the Chief
Executive Officer of the Company and his role is to oversee the
overall management of the Group.

Training for Directors

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

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

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

Name of Directors

RER  BEFMEIHFIIBEDT

Type of trainings

EEpnE g ki
Mr. Cai Xiao Ming, David B
SEEA% L B
Mr. Qin Song A&B
PR A KB
Mr. Peng Guoyi B
ZEERE B
Ms. Li Li A&B
FHIZ L Ak B
Mr. Lam Ying Hung, Andy A&B
MBS T A A K B
Mr. Lui Ting Nang A&B
BREERAE AN B
Mr. Siu Man Ho, Simon A&B
BXEELE A KB

A attending seminars/conferences/workshops/forums

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

Remuneration of Directors and Senior Management

The remuneration of the members of the senior management
by band for the year ended 31 December 2017 is set out
below:

Remuneration bands

A HEEREgE S TEY WiE
B: MEARKE REREBAEBFMESNR
= BT REHER

BEERGREEEBTM
BE_T—+F+_A=1+—"HBIFESHK
EIEBMEENAER T

Number of persons

A Bl A
Up to HK$1,000,000 12
& %3E 1,000,000 T

HK$1,000,001 to HK$2,000,000 2
1,000,001 &2 2,000,000 &L

Above HK$2,000,001 NIL
2,000,001 BT £ =
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Further particulars regarding Directors’ remuneration and the
five highest paid employees as required to be disclosed
pursuant to Appendix 16 to the Listing Rules are set out in
notes 13 and 14 to the financial statements, respectively.

COMPANY SECRETARY
During the year ended 31 December 2017, Mr. Wong Ka Ho
was the company secretary.

The company secretary of the Company reports to the
Chairman of the Board and the Chief Executive Officer. He is
responsible for advising the Board on governance matters. For
the year ended 31 December 2017, Mr. Wong has taken not
less than 15 hours of relevant professional training.

BOARD COMMITTEES

Audit Committee

The Company established the Audit Committee which consists
of the three Independent Non-Executive Directors, namely Mr.
Lam Ying Hung, Andy, Mr. Lui Tin Nang and Mr. Siu Man Ho,
Simon, and one Non-Executive Director, namely Ms. Li Li, and
Mr. Lui Tin Nang is the chairman of the Audit Committee. The
primary duties of the Audit Committee are, among other
matters, to review and monitor the financial reporting process,
internal control and risk management of the Group, and to
report to the Board on matters relating to the corporate
governance as stated in the Code. During the year ended 31
December 2017, the Audit Committee held two meetings and
has reviewed, among other matters, the Company’s financial
statements and the Group’s combined financial statements for
the year ended 31 December 2016 and for the six months
ended 30 June 2017, including the accounting principles and
practices adopted by the Company and the Group. The Board
has not taken a different view from that of the Audit Committee
regarding the selections, appointment, resignation or dismissal
of the external auditors.

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

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

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

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

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

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

During the year, the Nomination Committee held one meeting
and discussed and reviewed the structure, size and
composition of the Board.
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Attendance of meetings ERLEEXRE

The attendance of each Director at Board meetings, Board #HZE-Z—+H+-A=+—HIFE &
Committees meetings and general meetings during the year EEREEE€e€H EELEeezxMRE
ended 31 December 2017 was as follows: REHNEFBERRAT

Attendance out of number of meetings

HEERBANHERY
Annual
general
Audit Remuneration = Nomination meeting
Name of director Board Committee Committee Committee (Note 1)
BRERBERE
BEEpE BExg ENRZEE FHEE® REZEE" (BaE1)
Executive Directors
HITEE
Cai Xiao Ming, David (Chairman) 1/5 - - - 0/1
2R (FE)
Qin Song 5/5 - - 11 11
N
Peng Guoyi 1/5 - - - 0/1
THE
Non-Executive Director
IMITEE
LiLi 4/5 1/2 11 11 0/1
FF)
Independent Non-Executive
Directors
BUFHTEE
Lam Ying Hung, Andy 5/5 2/2 11 11 11
PRELIE
Lui Tin Nang 4/5 2/2 11 11 11
EPAN-
Siu Man Ho, Simon 5/5 2/2 11 11 1A
¢
Note: PieE
1. The annual general meeting was held on 2 June 2017. 1. BREAFAKGR-_ZT—tFAZHHET-
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FINANCIAL REPORTING, INTERNAL CONTROL
AND RISK MANAGEMENT

Financial Reporting

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

External Auditors

During the year ended 31 December 2017, the fee paid/
payable to the external auditors of the Company amounted to
approximately HK$3.5 million, all for statutory audit services.

Internal controls

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

During the year ended 31 December 2017, the Group has
appointed Deloitte Touche Tohmatsu (“Deloitte”) to review the
internal control system. Improvements in internal control and
risk management measures as recommended were adopted.
Based on the findings from Deloitte, the Board considers that
the internal control system is effective and adequate for the
Group as a whole.
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Risk management

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

During the year ended 31 December 2017, the Group has
reviewed the risk management system. The Board considers
that the risk management system is effective and adequate for
the Group as a whole.

The Board further considers that (i) there was no issue relating
to the material controls, including financial, operational and
compliance controls and risk management functions, of the
Group; and (i) that there were adequate staff with appropriate
qualifications and experience, resources and budget of its
accounting and financial reporting function, and adequate
training programmes have been provided for the year ended
31 December 2017.

Directors’ responsibility on the consolidated financial
statements

The Directors acknowledge their responsibility for preparing
the consolidated financial statements for the year ended 31
December 2017, which were prepared in accordance with
applicable accounting standards. The reporting responsibilities
of the external auditor of the Company on the consolidated
financial statements of the Company are set out in the
independent auditor’s report on pages 47 to 55.

GOING CONCERN

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

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

COMMUNICATION WITH SHAREHOLDERS

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

SHAREHOLDERS’ RIGHTS

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

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

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

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

FRREH A ERBTERANTBELTES
FUEE B LT ELITE151REARP L2
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Independent Auditor’s Report
B2 AR

Deloitte

To the Members of Brilliant Circle Holdings
International Limited

BEBZERERERRAR

(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Brilliant Circle Holdings International Limited (the “Company”)
and its subsidiaries (collectively referred to as “the Group”) set
out on pages 56 to 185, which comprise the consolidated
statement of financial position as at 31 December 2017, and
the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 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 Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

B A BE RS

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming

BREESEE
FRETEFHASRBEESNERHE - R
RY AR MBRENBARRERN
FH - BEFHEERMETBEEAY
BHREAMHAERARKRE - EFTYHE
LEREHREBNER

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

on these matters.

Key audit matter

BREETER

How our audit addressed the key audit matter

EEEENTNEELE

Estimated impairment of goodwill and intangible assets

BAERELEEMRE

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

EER BB LB EERERBRETFE R
B ESEEREEETRENGRAEEREXR
S8 -

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

° Discussing with the Group’s management on
their approach to impairment assessment;
o B SREETEENRAENMMENITE

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

e FMABERARERENMREEFAERGE
T

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

o HIWRReREFMAEXTERAITIREEHNE
BEMREHNGEERS  TAHERSARE
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Independent Auditor’s Report

BB AR E

KEY AUDIT MATTERS (continued)

Key audit matter

REETER

BRETSEH )

How our audit addressed the key audit matter

EEEENTNERESE

Estimated impairment of goodwill and intangible assets

AERELEEMRE

The Group had a goodwill of HK$1,044,293,000 (net
of accumulated impairment loss of HK$40,000,000
(2016: Nil)) and intangible assets of HK$193,875,000
as at 31 December 2017 relating to the acquisition
of printing business in 2009 and 2012 and the
acquisition of sales of radio frequency products
business in 2017 which are subject to impairment
assessment in accordance with Hong Kong
Accounting Standard 36 “Impairment of Asset”
("HKAS 36”) issued by the HKICPA. As detailed in
notes 20 and 21 to the consolidated financial
statements, in determining whether goodwill and
intangible assets are impaired requires an estimation
of the recoverable amount, which is the value in use
of the cash-generating units to which goodwill and
intangible assets have been allocated. Significant
judgement and assumptions were required by
management of the Group in assessing the
recoverable amounts of cash-generating units. The
value in use of the cash-generating units is
determined based on the discounted cash flow
forecast model which requires estimation on certain
assumptions, including the discount rate, terminal
growth rate, gross margin and sales growth rate.
RZE—+F+A=+—H BXEERN=-Z
ZENFR - _FUEIREBE RN _Z—+F
W B8 5 58 7 on 85 B R TS E 4 R BU1,044,293,00078
70 (¥ B R 518 {8 & 18 40,000,000 7% 7T ( ZZF — 7~
F:3T))MEERA193,8750008 T H EFE
E MEHARBEESMASHROGNES ST
HRIZE 365 [EEME] ([FESFERFE369%])
EITRERT S » BANER S B SRR M 5120 & 21 B
Mt ETERERBAERSSREAMG AIIE
TR MBS RENETLEENRSELEBMRN
FTHEE -EAHHeELEEMCH ] KRE SRR
- ESEEEREEBRFELERAAGNER Re
EXSUNERABENDETEReREBARAE
EBRARETRE(BENRE  KKERE -
ENE R HEERE) (EHAET -

Evaluating the reasonableness of the key
assumptions and inputs adopted in the
discounted cash flow forecast model including
the terminal growth rate, gross margin and sales
growth rate by comparing the management’s
expectations for the market development to
relevant industry growth forecasts and past
performance, as appropriate; and
FREREREEEMISERYBMITEER
AR EERR (RESBRAME) WAL - 5
I RRLREBFRRUELERAH EZRE
WMARE(BESKERE  EMEREER
ER)RBEE &

Reviewing the sensitivity analyses performed by
the management to evaluate the potential
impacts on the recoverable amount and
impairment.

EHHEREETHNGRESN - ARHEE ]
WEleREMRENEELE -
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Independent Auditor’s Report

B XA E

KEY AUDIT MATTERS (continued)

Key audit matter

BARETEE

BRETSH )

How our audit addressed the key audit matter

BEEEBFITNEEL X

Estimated impairment loss of trade receivables

B 5 WG R REE R

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

EEHMNE ZERRFBEKDREBESBRETS
B RAS BEXEBEREENATHEZEKIIED
AU [B] 14 B 78 1 1 1 T o

Management estimated impairment losses for trade
receivables by considering the credit history
including default or delay in payments, settlement
records, subsequent settlements and ageing analysis
of the trade receivables. Refer to note 4 “Key
sources of estimation uncertainty” and note 25
“Trade and bills receivables” to the consolidated
financial statements.
EREEARAEREELH(BREFIERKRFENE
RSIERN R - BHERLE  BERREERKRRD
) T8 HRUEGRIBREEE - ZIRAGEE M5
WRMT AT T ARE RN T 2R KT 25
'8 5 REMRIE RN EE] -

Our procedures in relation to the estimated impairment

loss of trade receivables included:
EERB S EBGIERFIREBEBETNEFBIE

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

o  THREVEEEEHMGEIHRERBRG

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

e THMIANEGEEEEEHENEEEITE
I 3t E 5 R IE R BLBR e D AT

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

e HEBEMNWmINGERBMHENFANIRSE
MRz BT S ELEEHREENE

SRBHBER - LR E P KA
Bl RFA
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Independent Auditor’s Report

BB AR E

KEY AUDIT MATTERS (continued)

Key audit matter

REETER

BRETSEH )

How our audit addressed the key audit matter

BEEEENPHNEELE

Estimated impairment loss of trade receivables

B % B E AR R AR

The trade receivables amounted to approximately
HK$741,225,000 as at 31 December 2017, with nil
allowance made as at 31 December 2017.
RZZE—tF+-_A=1T—HHNEFHERKFIEBELN R
741,225,000/87C c MR ZE—+tF+_A=+—
A 7 8 A el B A o

e  Assessing the reasonableness of impairment loss
for trade receivables with reference to the credit
history including default or delay in payments,
settlement records, subsequent settlements and

ageing analysis of the trade receivables; and

s Z2REHLE(BREZERYUFANENITE
R BELE  BERREELREDT) T

HBSREFANREBEELSE &

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

e FRUERNERLEECHEERELEE M4
EIREPTERE R 1R (AT BV £ N o

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’s report
thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material
misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.
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Independent Auditor’s Report
B2 AR

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the
Group or to cease operations, or have no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.

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

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis
of these consolidated financial statements.
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Independent Auditor’s Report
B2 AR

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

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

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

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

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

° Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concem. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going
concern.
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Independent Auditor’s Report
B2 AR

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

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

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

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

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to communicate
with them all relationships and other matters that may
reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial
statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our
report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest
benefits of such communication.
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Independent Auditor’s Report
B2 AR

The engagement partner on the audit resulting in the HEARBIZHEHRENEFEFTBEEEA

independent auditor’s report is Lee Ka Kei. X -

Deloitte Touche Tohmatsu EE e MERSGMT
Certified Public Accountants DA

Hong Kong BB

26 March 2018 —E-NF=A=1+<H
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

ek HaEEREHR

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

2017 2016
—E—tF T KRF
NOTES HK$’000 HK$'000
PET FHET FHT
Revenue Wz 5 1,265,515 1,407,209
Cost of sales 85 & B (956,917) (997,308)
Gross profit EF 308,598 409,901
Other income H A KA 7 35,486 25,863
Other gains and losses Hih Uz & E518 8 (45,213) (180)
Selling and distribution expenses  $5& K7 tHFA X (43,022) (43,338)
Administrative expenses TR (79,988) (91,955)
Other expenses HafMx (8,103) (4,2106)
Finance costs B E R A 9 (21,988) (25,567)
Share of profits of associates DB N T A 22 47,334 86,429
Share of (loss) profit of a joint venture 915 — & &% (B18)
vl 23 (274) 57
Profit before taxation B B Bz A 192,830 356,994
Taxation 18 10 (50,023) (69,760)
Profit for the year FERA 12 142,807 287,234
Other comprehensive Hih2mkzs (BX) -
income (expense):
ltem that will not be reclassified TEENHDEEEEN
to profit or loss: THH
Exchange differences arisingon A& A2R{EEMEL
translation to presentation E N ER
currency 195,918 (149,601)
Total comprehensive income FRNEEKEBEE
for the year 338,725 137,633
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Consolidated Statement of Profit or Loss and

Other Comprehensive Income
FrelBEnkHEMEERERK

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

2017 2016
—E—tF —ZERE
NOTES HK$’000 HK$’000
ibE=s FERT FET
Profit for the year attributable to: A~ A LB E R A :
Owners of the Company KABER A 138,025 285,827
Non-controlling interests FEFE AR 1 A 4,782 1,407
142,807 287,234
Total comprehensive income ITATEEFAZE
(expense) for the year Wies (FISZ) 4858 -
attributable to:
Owners of the Company KAFER A 329,959 138,394
Non-controlling interests AR 8,766 (761)
338,725 137,633
2017 2016
—E2—tF —E—RF
HK$ HK$
BT BT
Earnings per share BRER
Basic and diluted BERREE 15 0.09 0.18

2017 EERE B

EARBERERAR
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Consolidated Statement of
Financial Position

e PRI R R

At 31 December 2017 R=ZE—+F+_A=+—H

2017 2016
—E—+tHF —T—RF
NOTES HK$’000 HK$’000
P5E FAExT TET
Non-current Assets FRBEE
Property, plant and equipment b EN N 17 729,865 768,048
Prepaid lease payments AT ERIE 18 82,095 78,217
Investment properties REME 19 57,136 172,070
Goodwill EEES 20 1,044,293 1,029,637
Intangible assets mILEE 21 193,875 232,767
Interests in associates B N R A9 RE RS 22 535,072 551,899
Interest in a joint venture R—HEEEPENEZR 23 8,586 8,222
Deposits for property, ME  BELRREZNH
plant and equipment b 8,675 1,732
2,659,597 2,842,592
Current Assets REEE
Inventories PENTY 24 167,892 136,733
Prepaid lease payments T ERIE 18 2,292 2,124
Trade and bills receivables 5 UG IE N IR T 25 787,329 879,629
Other receivables, prepayments HibpelIE - FEN A R
and deposits e 26 56,562 68,551
Amounts due from related parties  fE % 838 /5 7018 27 18,785 19,042
Tax recoverable EEEE 3,267 3,028
Structured deposits B ETER 28 7,193 -
Pledged bank deposits BIRRIRI TR 29 5,455 6,731
Bank balances and cash RITER MRS 29 292,511 199,694
1,341,286 1,315,632
Assets classified as held for sale D EAFEHFENEE 11 197,623 -
1,538,909 1,315,532
Current Liabilities REBEE
Trade and bills payables Z SR FRIBERENER 30 265,364 313,160
Other payables and accruals Hib e IB R EETE B 31 115,539 130,071
Purchase consideration payable gt EI8FT/E
for acquisition XNEERE 32 11,103 -
Amounts due to non-controlling FEAST T B A Bl FEE &
interests of subsidiaries eSO 27 4,983 3,775
Bank borrowings RITEE 33 621,916 419,562
Income tax payable FETFT AR 41,483 52,418
1,060,388 918,986
Liabilities associated with HEAOMARAGENEE
assets classified as held for sale BREMNAE 11 39 -
1,060,427 918,986
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Consolidated Statement of
Financial Position

e BRIR R

At 31 December 2017 R=—ZE—+F+_-_A=+—H

2017 2016
—E-tF =T
NOTES HK$’000 HK$’ 000
B 5 FET FET
Net Current Assets REBEESHE 478,482 396,546
Total Assets less Current EEHAERRBAERS
Liabilities 3,138,079 3,239,138
Non-current Liabilities FnRBERE
Government grants B2 34 34,441 34,396
Bank borrowings RITEE 33 56,250 258,248
Deferred tax liabilities RIEFIBEE 35 55,133 71,334
Purchase consideration payable  StUtiES=1E /A
for acquisition SNBERE 32 11,745 -
157,569 363,978
Net assets EEFE 2,980,510 2,875,160
Capital and Reserves EAXR#E
Share capital R AN 36 7,839 7,839
Share premium and reserves B9 (B M frE 1 2,909,793 2,821,129
Equity attributable to owners of ~ ZNA B A AFE(LHERS
the Company 2,917,632 2,828,968
Non-controlling interests FIEVE M = 62,878 46,192
Total Equity FERME 2,980,510 2,875,160

The consolidated financial statements on pages 56 to 185
were approved and authorised for issue by the Board of
Directors on 26 March 2018 and are signed on its behalf by:

Mr. Cai Xiao Ming, David

BREAKE
DIRECTOR

5%

Mr. Qin Song
M K&
DIRECTOR
5=

2017 FERE BEEERERBRAF
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Consolidated Statement of
Changes in Equity

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

Attributable to owners of the Company

RARERAER
Non-
Share Share  Statutory Other  Dividend Exchange  Retained controlling Total
capital  premium  reserves  reserves reserve reserve profits Total interests equity
RA&  ROEE iERE  EtRE  RSRE  EXRE  REEN gt FRRES EREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL ThL ThT TFign TFign Fign Fi#n Fin Fix Fhr
(Note a) (Note b)
(Msta)  (Mtito)
At 1 January 2016 R=Z-"%-A-H 7839 4,936,913 159,761  (2,904,334) - 5,880 724,401 2,930,460 52,654 2,983,114
Profit for the year FEAT - - - - - - 285827 285827 1407 287,234
Other comprehensive expense FREMEZE
for the year 53 - - - - - (147,433 - (147,433) (2,168)  (149,601)
Total comprehensive (expense) FR2E(FER)
income for the year Dotk - - - - - (147,433) 285,827 138,394 (761) 137,633
Final dividends for 2016 ZE-RERERERE
proposed (note 16) (GE3) - - - - 2308% - (239,8%6) - - -
Dividends recognised as BRAEDRERE
distribution (note 16) (Ft516) - - - - - - (2398%)  (239.8%6) - (239,886)
Dividends declared to MIEERERE R
non-controlling interests (e - - - - - - - - (5,701) (5,701)
Transfer B - - 6,829 - - - (6,829) - - -
At 31 December 2016 WZE-R"E+ZA=1+-H 7839 4,936,913 166,590  (2,904,334) 239,886 (141,583) 523,627 2,828,968 46,192 2,875,160
Profit for the year FRET - - - - - - 138025 138,025 4782 142,807
Other comprehensive income FREMEE
for the year s o o o o - 191,03 - 19193 3984 195918
Total comprehensive income FREZEYELES
for the year - - - - - 191,934 138,025 329,959 8,766 338,725
Dividends recognised as BRDKERE
distribution (note 16) (Fzt16) = = = - (239,886 - - (239,886 - (289,836)
Dividends declared to MEERERS R
non-controlling interests (e - - - - - - - - (1,148) (1,148)
Acqisition of a subsiclary (note 37a) Wi —FIM B 7 (5 37a) - - = = = = = = 17,437 17,437
Acquisition of additional equity WEE—RMBARN
interest in a subsidiary (note 37b) SIMRA R (F5E37D) - - - (1,409) - - - (1,409) (8,369) (9,778)
Transfer g - - 22,635 = = - (22689 = = -
At 31 December 2017 RoZ—+F+-A=+-H 7,839 4,936,913 189,225  (2,905,743) - 50,381 639,017 2,917,632 62,878 2,980,510
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Consolidated Statement of
Changes in Equity
EREREER

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

Notes:

(@)

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

Other reserves comprised (i) the merger reserve of HK$79,000 which
arose from the difference between the nominal value and premium of
shares of subsidiaries acquired over the nominal value of the shares
issued by the Company in exchange thereof; (i) issue of 480,000,000
shares of the Company with fair value of HK$4,267,200,000 at 14 April
2011 to Mr. Tsoi Tak, the former controlling shareholder of the
Company in exchange of its entire equity interests in Brilliant Circle
Group Holdings Limited (formerly known as Brilliant Circle Holdings
International Limited) which were acquired by Mr. Tsoi Tak, that former
controlling shareholder at 10 September 2009 using cash and certain
listed shares held by him with fair value of HK$1,781,817,000 in
aggregate; (i) an amount of HK$516,437,000 resulting from the
acquisition of additional equity interests in Bengbu Jinhuangshan
Rotogravure Printing Company Limited, a non-wholly owned subsidiary
of the Company; (iv) an amount of HK$81,223,000 resulting from the
acquisition of additional equity interests in Giant Sino Investments
Limited, a non-wholly owned subsidiary of the Company, in December
2014; (v) an amount of HK$119,000 resulting from the change of equity
interests of non-controlling shareholders from 0.69% to 0.51% in
Shenzhen Kecai Printing Company Limited in November 2015 and (vi)
an amount of HK$1,409,000 resulting from the acquisition of additional
equity interests in Xiangyang Jinfeihuan Colour Packing Co., Ltd, a non-
wholly owned subsidiary of the Company in August 2017.

RIPEARKMBE(HE])BBEEENE
BEERMMRE - ARA T BN BAREA
RIDEERE - nEEZ BB
B0 P B8 1 B0 TE B 75 R 3R A BR AR RO ) o R
N MEREIEEEASFRAEESEER
E o MEERRERBEREZITEMBL
AR E AR K 50% - IR M BEBEATE R
R - EEREBETRERE L -FENE
BNA)  TAERENMCETERAER -

EMHEESE)EHEHT79,0008 T - HE
4B AT BT B R R R (D M E B KOs B Y
RARBFETHARZBRORMDHEERZE
B ARARZE——FMNA+EAMRA
A7) AT % IR BR 2215 S 4 2577 #9 480,000,000
BB - D5t (B A 4,267,200,00058 7T BA
BEREESLEMEBEMERITRERA
A (AITE BB R AR AR ) 2 RAE -
ZAEBERER-ZETAFNAATANES
NEFFEMNE T LMo UEE & B2 2%
1 M AREEA L A1,781,817,0007%5
TC (i) WA AR R ENB AR EREH
tL M B BRI A5 PR A B R BRSNS AN 25 BT AE
K) 5} I8 516,437,000 7T © (VIR =T — M0 4F
TZAKBARREEENBAREERE
ERARIKEINRAEZSFTE£MHRIE
81,223,000/ VR =—Z—RF+— A3
7 B% A% SRR R II T B BN S B PR A ) Y AR A
1 0.69% % 4 0.51% T/ A F 3078 119,000 78
T RVIRZE—+tFNARBAQRES
ENBAREGESREVEEBERERARN
EEHMNIR A K 25 FT 2 AR O 3UTE 1,400,000 78 T

2017EEEHRE BHIEREBERAR]
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Consolidated Statement of
Cash Flows
HERERER

For the year ended 31 December 2017 HZ2—Z—+F+_A=+—HILFE

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FEx FH&T
OPERATING ACTIVITIES KT
Profit before taxation & B Bz A1 192,830 356,994
Adjustments for: JHEE -
Share of profits of associates pak(El: by (47,334) (86,429)
Share of loss (profit) of ajoint venture S —M& &P EEE
CaA)) 274 (57)
Finance costs BE A 21,988 25,567
Depreciation of property, Y - BB MREITE
plant and equipment 82,578 80,421
Release of prepaid lease payments BRI HERIE 2,214 2,097
Depreciation of investment WEYHENE
properties 6,084 4,873
Amortisation of intangible assets BismEEE 45,694 45,694
Interest income LB A (1,321) (2,043)
Interest income on long-term R HAFE W IE R A1 B A
receivables (1,290) (1,039)
Net gain on structured deposits EET A F R s (2,008) -
Government grants for acquisition of ~ UtEEWI % - = R ERIER
property, plant and equipment BB € (2,577) (1,686)
(Gains) losses on disposal of HEMSE - BE KB
property, plant and equipment (M=) B8 (142) 730
Reversals of write-down on B OB s 17 B HOR
obsolete inventories (988) (227)
Recognition of impairment on TR B M FE W IR RVE
other receivables 930 -
Recognition of impairment on EREERE
goodwill 40,000 -
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Consolidated Statement of

Cash Flows
GERERER

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

2017 2016
—E—tF ZE-RF
HK$°000 HK$’'000
FHET FHT

Operating cash flows before HEEREPNNKEEBRE

movements in working capital mE 336,932 424,895
Increase in inventories FE®EN (8,184) (27,703)
Decrease (increase) in trade and H 5 W ERIE N R EE

bills receivables B (35 n) 118,269 (146,308)
Increase in other receivables, HE A EUERIE - TR ERIER

prepayments and deposits Ra1E (8,855) (2,504)
Decrease (increase) in amounts due FEWEE:E A B R IBE A (38 0)

from related companies 962 (16,541)
(Decrease) increase in trade and B EMNRENIENEZE

bills payables () 1 hn (64,361) 48,786
(Decrease) increase in other payables HiENRIB N ETE R

and accruals GRLA) a0 (25,916) 26,593
Cash generated from operations RS EEIR S 348,847 307,218
Income taxes paid EFTSH (80,033) (73,220)
Interest paid ERTFLE (21,922 (25,444)
NET CASH FROM OPERATING RETHELERSFH

ACTIVITIES 246,892 208,554

2017 FERE BEEERERBRAF

63



Consolidated Statement of

Cash Flows
HEHERER
For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE
2017 2016
—E—tF ZZT—RF
NOTE HK$’000 HK$’000
B aE FEx FH&T
INVESTING ACTIVITIES BEETH
Purchase of structured deposits BABBUER (1,094,231) -
Deposit paid for and purchases of HEEZE  HFE &
property, plant and equipment BN EIHEA (47,277) (72,834)
Acquisition of a subsidiary U Bg —RIp /B A ) 37 (28,513) -
Placement of pledged bank deposits 17 & 2 T IR TIF K (24,761) (4,903)
Acquisition of investment in I g — R & R AR E
an associate - (13,335)
Acquisition of land use right W B - b (50 R 4 - (7,731)
Redemption of structured deposits & [B] 451 M 17 3% 1,089,289 -
Dividend received from an associate B — fE1H# & A 7] WELAR 8 103,344 157,714
Proceeds on disposal of RBAFELRENS
subsidiaries in prior year NGV /L 28,000 4,000
Withdrawal of pledged bank R EIFRITIFR
deposits 26,507 -
Dividend received from a B—EATHEs
previously disposed subsidiary Ly NI gE §i SN 5,877 -
Proceeds from disposal of property, &Y - FE &&#
plant and equipment PTSRIR 3,058 5,869
Interest received 2 B 1,321 2,043
Government grants received for BB E - BE &
acquisition of property, REH BT B &
plant and equipment - 2,912
NET CASH FROM INVESTING RETZBHELE
ACTIVITIES REFE 62,614 78,735
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Consolidated Statement of

Cash Flows
HERERER

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

2017 2016
—E—tF ZE-RF
NOTE HK$’000 HK$’000
B 5 FHET FET
FINANCING ACTIVITIES BEEE
New bank borrowings raised FIgIRITEE 404,557 494,760
Advance from a non-controlling R B FEIEM R R R AR
interest 821 -
Repayment of bank borrowings EEIRITEE (416,802) (624,454)
Dividends paid BT E (239,886) (239,886)
Acquisition of non-controlling U B — MM B A R
interest of a subsidiary FEIE I A 2 (9,778) -
NET CASH USED IN FINANCING  @t&EEEifF AR S B8
ACTIVITIES (261,088) (369,580)
NET INCREASE (DECREASE) IN RERRELZEER
CASH AND CASH EQUIVALENTS 1810 Gl 4) F88 48,418 (87,291)
CASH AND CASH EQUIVALENTS R—A—HHWEER
AT 1 JANUARY ReEEER 199,694 299,771
Effect of foreign exchange HNEETE R B E R R 2
rate changes 44,399 (12,786)
CASH AND CASH EQUIVALENTS Rt+t=-—A=+—HW
AT 31 DECEMBER, REPRESENTED fﬁﬁ&i@ﬁ%fﬁlﬁ ElE
BY BANK BALANCESAND CASH ~ URBITHEHRREAS 292,511 199,694

2017 FERE BEEERERBRAF
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Notes to the Consolidated
Financial Statements

eI ERRME

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

66

GENERAL

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

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

—R&EHR
EBERBEBEERAR(TARAD R
—EENF+-A+-BRA=HS
AMAZAERRERQR - HKRH
MEBBERXSMARAR([HEZPM])
TR ET o BREERTT REBERL
A(TERERER]) - ARG R M=
B b b & Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands » = Z %2
BN EBEHFELITEI51HE
RAL12H8 1201 = ©

RRAPRBERBAR - ARE RE
MEAR(REAIAEE]NETEE
BRIBHEERKER - HEEAR -
SENHES AR ER  BRER
ENRY dm EDRY ~ EN R 45 i B7F 5 K e 3%
BEE MmN T N O AR E A4
A BRTS ©

GAMBREABT(ET)) 25
MARTMNEERBEAEEEE
EREBHESVENARK (AR
A



Notes to the Consolidated
Financial Statements

e M ERRME

For the year ended 31 December 2017 EZE ==

2.

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

Amendments to HKFRSs that are mandatorily
effective for the current year

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

Amendments to Hong Kong  Disclosure Initiative
Accounting Standard
(“HKAS”) 7

Amendments to HKAS 12 Recognition of Deferred Tax

Assets for Unrealised Losses

Amendments to HKFRS 12 As part of the Annual
Improvements to HKFRSs
2014-2016 Cycle

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

—tFETA=+—HLHFE

2.

F‘?ﬁi%ﬁﬂ&ﬁﬂkﬂﬁ}%ﬂﬂ%iﬁ
ZR(THEMBREZERA D)

FA TR 4 B 0 5 A W T B R 5
BB ET AR

WA AEED B RERL TS
EEEHALE(EERHALE))
B BTSRRI ETA -

BBEFHER  WEFE

FETH
(83T )

BAGHEL BRAREREBER
FE125% BRI IBE B
(83T )

BAMBRE (EREBVMBRE
HRE1287  EAZT—OF
(83T ) EZT—RNFHEE

MR — R

TXFrEIN  RAFREEBEEM
BHmEEAEITAERFEERBEF
EAREB MM ERERE &M R R, H%
EREVBBRREREENNES
KELLEE o
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Notes to the Consolidated
Financial Statements

eI ERRME

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

2.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

Amendments to HKAS 7 Disclosure Initiative

The Group has applied these amendments for the first
time in the current year. The amendments require an
entity to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from
financing activities including both changes arising from
cash flows and non-cash changes. In addition, the
amendments also require disclosure on change in
financial assets if cash flows from those financial assets
were, or future cash flows will be, included in cash flows
from financing activities.

Specifically, the amendments require the following to be
disclosed: (i) changes from financing cash flows; (ii)
changes arising from obtaining or losing control of
subsidiaries or other businesses; (iii) the effect of changes
in foreign exchange rates; (iv) changes in fair values; and
(v) other changes.

A reconciliation between the opening and closing
balances of these items is provided in note 45.
Consistent with the transition provisions of the
amendments, the Group has not disclosed comparative
information for the prior year. Apart from the additional
disclosure in note 45, the application of these
amendments has had no impact on the Group’s
consolidated financial statements.

2.

FERFE REETEBUBR
FRA(EBHBREE ]
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BRI RS TR (BTA) [HBH
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MEROES: (\EREHHTE
(VARBENESD k(v HbEE -

BRAZE IR B B R IR G SR B AR
HINHIEE45 - EARERHNBEMRTE
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Notes to the Consolidated
Financial Statements

e M ERRME

For the year ended 31 December 2017 2 —Z—+tF+_A=+—HILFE

2. APPLICATION OF NEW AND REVISED 2. ERAHIIRKLIETETSEBMBER
HONG KONG FINANCIAL REPORTING FEAN(EBMBEREZEL ]
STANDARDS (“HKFRSs”) (continued) (%)

New and revised HKFRSs in issue but not yet effective EHEGEMREMPFTITREETE
B R E 2R
The Group has not early applied the following new and AEEWERFZEA TS EBMHE N
revised HKFRSs that have been issued but are not yet REBHFE] RICIEE] BB B wE
effective: AR
HKFRS 9 Financial Instruments' ERMBREEN SRMIA
EI5
HKFRS 15 Revenue from Contracts with ERMBREEN ERAONERIAH
Customers and the related F155% EHES
Amendments'
HKFRS 16 Leases? ERMBREEN HE?
£1658
HKFRS 17 Insurance Contracts* ERMBREEL RERAD!
EATH
HK(FRIC)-Int 22 Foreign Currency Transactions B (BBRIBRE MERHRBHKE
and Advance Consideration' ZBZE9)
-REF2HR
HK(FRIC)-Int 23 Uncertainty over Income Tax B (BRIBRE MEHERNTRETME?
Treatments? ZBZE9)
—REFENH
Amendments to HKFRS 2 Classification and Measurement ERMBREED LG AERA R
of Share-based Payment F2R(BIA) RZINHBREHE
Transactions'
Amendments to HKFRS 4 Applying HKFRS 9 “Financial BEAMBREER ERBEHMBREES
Instruments” with HKFRS 4 FARBIAR) B4R RRED] B
“Insurance Contracts”! —HEREAMBRSE
ERIEIF 2RI A
Amendments to HKFRS 9 Prepayment Features with EEUMBRELN REEFFURERHE?
Negative Compensation? ELLACCHES)
Amendments to HKFRS 10 Sale or Contribution of Assets EAMBREEN REZAHBENT
and HKAS 28 between an Investor and its F10FRER FEEPE AR
Associate or Joint Venture® SEERERBY  EAEHEXTEA®
CHEY
Amendments to HKAS 28 Long-term Interests in Associates Rl REE AR REE DA
and Joint Ventures? FBR(ETAR) RPER?
Amendments to HKAS 40 Transfers of Investment Property’ BB et BRREME
F 405 (BFTK)
Amendments to HKFRS 28 As part of the Annual ERMBREEN (ERBANBREEN
Improvements to HKFRSs FBF(BAIR) —T-NEZE
2014-2016 Cycle! “E-AFEENFE
B — 3
Amendments to HKFRSs ~ Annual Improvements to HKFRSs EEUBREEN FEVEREER
2015-2017 Cycle? (1BETA) “Z-0%E
T FES
M B2
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Notes to the Consolidated
Financial Statements

eI ERRME

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

2. APPLICATION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

New and revised HKFRSs in issue but not yet effective

(continued)
! Effective for annual periods beginning on or after 1 January 2018

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

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

4 Effective for annual periods beginning on or after a 1 January
2021

HKFRS 9 “Financial Instruments”

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

Key requirements of HKFRS 9 which are relevant to the
Group are:

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

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 9 “Financial Instruments” (continued)

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

Based on the Group’s financial instruments and risk
management policies as at 31 December 2017, the
directors of the Company anticipate the following
potential impact on initial application of HKFRS 9:

Classification and measurement

All financial assets and financial liabilities will continue to
be measured on the same bases as is currently
measured under HKAS 39.

Impairment

In general, the directors of the Company anticipate that
the application of the expected credit loss model of
HKFRS 9 will result in earlier provision of credit losses
which are not yet incurred in relation to the Group’s
financial assets measured at amortised costs and other
items that subject to impairment provisions upon
application of HKFRS 9 by the Group.

Based on the assessment by the directors of the
Company, if the expected credit loss model were to be
applied by the Group during the year ended 31
December 2017, the amount of impairment loss to be
recognised by Group would be slightly increased as
compared to the amount estimated under HKAS 39.
Such further impairment recognised under expected
credit loss model would reduce the opening retained
profits at 1 January 2018.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 15 “Revenue from Contracts with
Customers”

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

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

e  Step 1: Identify the contract(s) with a customer

° Step 2: Identify the performance obligations in the
contract

o Step 3:  Determine the transaction price

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

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

satisfies a performance obligation

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

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

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

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

The directors of the Company anticipate that the
application of HKFRS 15 in the future may result in more
disclosures, however, the directors of the Company do
not anticipate that the application of HKFRS 15 will have
a material impact on the timing and amounts of revenue
recognised in the respective reporting periods.

HKFRS 16 “Leases”

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

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by a
customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is
replaced by a model where a right-of-use asset and a
corresponding liability have to be recognised for all leases
by lessees, except for short-term leases and leases of
low value assets.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 16 “Leases” (continued)

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

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

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

Furthermore, extensive disclosures are required by
HKFRS 16.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 16 “Leases” (continued)

As at 31 December 2017, the Group has non-cancellable
operating lease commitments of HK$788,000 as
disclosed in note 41. A preliminary assessment indicates
that these arrangements will meet the definition of a lease
under HKFRS 16, and hence the Group will recognise a
right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value or
short-term leases upon the application of HKFRS 16. In
addition, the application of new requirements may result
in changes in measurement, presentation and disclosure
as indicated above. However, it is not practicable to
provide a reasonable estimate of the financial effect until
the directors of the Company complete a detailed review.

Except as described above, the directors of the Company
anticipate that the application of other new and
amendments to HKFRSs in issue but not yet effective will
have no material impact on the Group’s consolidated
financial statements.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared in accordance with the following accounting
policies which conform 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
financial instruments that are measured at fair value at
the end of each reporting period, as explained in the
accounting policies set out below.

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

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

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

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

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

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

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

The principal accounting policies are set out below.

Basis of consolidation

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

o has power over the investee;

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

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

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

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

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

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

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Group’s
relevant components of equity and the non-controlling
interests are adjusted to reflect the changes in their
relative interests in the subsidiaries, including the re-
attribution of relevant reserves between the Group and
the non-controlling interests according to the Group’s
and the non-controlling interests according to the
Group’s and the non-controlling interests’ proportionate
interests.

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, the assets
and liabilities of that subsidiaries and non-controlling
interests (if any) are derecognised. A gain or loss is
recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of
the consideration received and the fair value of any
retained interest and (i) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts
previously recognised in other comprehensive income in
relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39
or, when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations

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

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

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

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

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

Business combinations (continued)

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

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

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

Goodwill

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

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

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

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

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal
(or any of the cash-generating unit within group of cash-
generating units in which the Group monitors goodwill).

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

Investments in associates and a joint venture

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and a joint venture
(continued)

The results and assets and liabilities of associates and
joint venture are incorporated in these consolidated
financial statements using the equity method of
accounting. The financial statements of associates and
joint ventures used for equity accounting purposes are
prepared using uniform accounting policies as those of
the Group for like transactions and events in similar
circumstances. Under the equity method, an investment
in an associate or a joint venture is initially recognised in
the consolidated statement of financial position at cost
and adjusted thereafter to recognise the Group’s share of
the profit or loss and other comprehensive income of the
associate or joint venture. Changes in the net assets of
the associate/joint venture other than profit or loss and
other comprehensive income are not accounted for
unless such changes resulted in changes in ownership
interest held by the Group. When the Group’s share of
losses of an associate or joint venture exceeds the
Group’s interest in that associate or joint venture (which
includes any long-term interests that, in substance, form
part of the Group’s net investment in the associate or
joint venture), the Group discontinues recognising its
share of further losses. Additional losses are recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of
that associate or joint venture.

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

3.

BEREBRE)
REEARR—MAERNER(E)

BERARRBELXNRE BERK
BETIAEDA AR B P HRET
ARERENBERRRAEREM
BHEk  ERARKEERLER T
BURZ S MEHNS— ST BORRE -
RiggmE R—EBEEQFRHGE
TERARETEFEA P HRRBRAR
AN HER - WRERE L FHEA
RAEEDHBHERRIAELE
gifm kMR EKE - BERR A
LEEMEEFEEY (B hEMbE
EHESRRIN AT AR RIEFRAED
BYAEEAFOREREERHRE
B WAKEEHR-HBEQFHE
EhENERBBENZYE RN
BehEMED (BRER EBKASE
ERZBE R RHAEERREFHE
— B D EA R BAER) - ARE/K
IEFEREFEE— D BE - MAE—
FEE - MReERNREAELRNL
HEEEIRZBERARSSELE
SARIBEER T T AR ©

R—EBERRREEEENKRE
ERBREHRK S —HBEQFHE
LShERERRREDEAR - B
—HBEARKAELENKRE  (E
ARERABERNEED(HREHR
MAERIEENRBERPFENEZR
PERRHE Yt ARENREE -
TAAREREAENEERAEN
AABEFEBLREXANED
REMHER IKRKBREHNBENIE
R



Notes to the Consolidated
Financial Statements

e M ERRME

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and a joint venture
(continued)

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and a joint venture
(continued)

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

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

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

Non-current assets held for sale

Non-current assets and disposal groups are classified as
held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through
continuing use. This condition is regarded as met only
when the asset (or disposal group) is available for
immediate sale in its present condition subject only to
terms that are usual and customary for sales of such
asset (or disposal group) 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.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Non-current assets held for sale (continued)

When the Group is committed to a sale plan involving
loss of control of a subsidiary, all of the assets and
liabilities of that subsidiary are classified as held for sale
when the criteria described above are met, regardless of
whether the Group will retain a non-controlling interest in
its former subsidiary after the sale.

When the Group is committed to a sale plan involving
disposal of an investment, or a portion of an investment,
in an associate or joint venture, the investment or the
portion of the investment that will be disposed of is
classified as held for sale when the criteria described
above are met, and the Group discontinues the use of
the equity method in relation to the portion that is
classified as held for sale from the time when the
investment (or a portion of the investment) is classified as
held for sale.

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

Revenue recognition

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition

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

Service income is recognised when services are
provided.

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

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

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

Leasing

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

The Group as lessor

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

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)

The Group as lessee

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

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

Leasehold land and building

When the Group makes payments for a property interest
which includes both leasehold land and building
elements, the Group assesses the classification of each
element 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 property is
accounted as an operating lease. Specifically, the entire
consideration (including any lump-sum upfront payments)
are allocated between the leasehold land and the building
elements in proportion to the relative fair values of the
leasehold interests in the land element and building
element at initial recognition.

To the extent the allocation of the relevant lease
payments can be made reliably, interest in leasehold land
that is accounted for as an operating lease is presented
s “prepaid lease payments” in the consolidated
statement of financial position and is amortised over the
lease term on a straight-line basis. When the payments
cannot be allocated reliably between the leasehold land
and building elements, the entire property is generally
classified as if the leasehold land under finance lease.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies

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

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

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

On the disposal of a foreign operation (that is, a disposal
of the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, or a partial disposal of an
interest in a joint arrangement or an associate that
includes a foreign operation of which the retained interest
becomes a financial asset), all of the exchange
differences accumulated in equity in respect of that
operation attributable to the owners of the Company are
reclassified to profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

On disposal of an operation that do not satisfy foreign
operation, all of the exchange differences, representing
the translation from functional currency to presentation
currency, accumulated in equity in respect of that
operation attributable to the owners of the Company are
not reclassified to profit or loss.

Borrowing costs

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

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

Government grants

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

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

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

—tFETA=+—HLHFE

3.

EXRGTTHE )

SRR (E)

BEHEMTARINEHERNERE
AR AHEA ABIEZFEH MRS
REtMMBE LR (A akHnE
REREB) T eEHOHERESE -

BERAE

EERAANEENEERE - 2EX
EEREREE (RARMKRKERREIN
EEHREREIAHNENEE) -
HAMARSEENKA  BEEE
REE AR AERRT Mg E

PBEEMEERAINEELHIRE
B FER o

B
EREMREANREEETRAME
MBS S IR A RS B BRI 1R -

BB ® e T LARER -

TR 6 B 2 T 0 AN S [ RE AR AR B B AR
(B2 FE A AR ERZ AR 25 S
F'ﬁl?\] NEFEERBEHEPER - &

mE ZBFHEDEEZERER
SEREBE 2EINEMLHTAES
FRBEE  EREAMBAN KT
ERRETEWA - WYRHEBEENA
EREMRAERRLRAEAEERSE

B e

EREELRX B RNMERAAN
S BIR M BNRT B 15 & B (I 4 A 2 48 RE
A T AT BRIV R SR B & - TOIE
P A% AT WCER B B T 0 1B 2 BEERR)

2017 FERE BEEERERBRAF

91



92

Notes to the Consolidated
Financial Statements

eI ERRME

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Retirement benefit costs

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

Short-term employee benefits

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

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

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

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from ‘profit before taxation’
as reported in the consolidated statement of profit or loss
and other comprehensive income because of income or
expense that are taxable or deductible in other years and
items are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that
have been enacted or substantially enacted by the end of
the reporting period.
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3.

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 differences to the extent that it is probable that
taxable profits will be available against which those
deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit. In addition, deferred tax
liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.

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

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

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

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

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

Property, plant and equipment

Property, plant and equipment including buildings and
freehold land held for use in the production or supply of
goods or services, or for administrative purposes (other
than construction in progress as described below), are
stated in the consolidated statement of financial position
at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

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

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

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

Buildings under development for future owner-
occupied purpose

When buildings are in the course of development for
production or for administrative purposes, the
amortisation of prepaid lease payments provided during
the construction period is included as part of costs of
buildings under construction. Buildings under
construction are carried at cost, less any identified
impairment losses. Depreciation of buildings commences
when they are available for use (i.e. when they are in the
location and condition necessary for them to be capable
of operating in the manner intended by management).
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investment properties

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

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

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

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposals. Any gain or loss arising on
derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the
period in which the property is derecognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Intangible assets

Intangible assets acquired separately

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

Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

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

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Intangible assets (continued)

Research and development expenditure

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

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

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the relevant 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 asset individually, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and
consistent allocation basis can be identified.

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 (or a cash-generating
unit) for which the estimates of future cash flows have not
been adjusted.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount. In
allocating the impairments loss, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets on a
pro-rata basis based on the carrying amount of each
asset in the unit. The carrying amount of an asset is not
reduced below the highest of its fair value less costs of
disposal (if measurable), its value in use (if determinable)
and zero. The amount of the impairment loss that would
otherwise have been allocated to the asset is allocated
pro rata to the other assets of the unit. An impairment
loss is recognised immediately in profit or loss.

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

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of inventories are determined on a
weighted average method. Net realisable value
represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to
make the sale.
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BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments

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

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

Financial assets

Financial assets are classified as financial assets at fair
value through profit or loss (“FVTPL”) and loans and
receivables. The classification depends on the nature and
purpose of the financial assets and is determined at the
time of initial recognition. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales
are purchases or sales of financial assets that require
delivery of assets within the time frame established by
regulation or convention in the marketplace.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Effective interest method

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

Interest income is recognised on an effective interest
basis for debt instruments other than those financial
assets classified as at FVTPL of which interest income is
included in other gains and losses.

Financial assets at FV'TPL

Financial assets are classified as at FVTPL when the
financial assets are held for trading or it is designated as
at FVTPL.

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

o it is a derivative that is not designated and effective
was a hedging instrument.
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3. SIGNIFICANT ACCOUNTING POLICIES 3.
(continued)
Financial instruments (continued)
Financial assets (continued)
Financial assets at FV'TPL (continued)
A financial asset other than a financial asset held for
trading may be designated as at FVTPL upon initial
recognition if:

o 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

o it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 “Financial
Instruments: Recognition and Measurement”
permits the entire combined contract (asset or
liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with
any gains or losses arising on remeasurement recognised
in profit or loss. The net gain or loss recognised in profit
or loss includes any dividend or interest earned on the
financial assets and is included in the other gains and
losses line item. Fair value is determined in the manner
described in note 40.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

EXRGTTBE®E)

TMITAE)

TREE(E)
BARBlEGARZNEHEE (&)
WA TR - eREE(BFEER
M & B & ERRSN) AT VIR FER R 1 E
RIRASEER AR

o WIREDBBRICAEE D E
EYHERLERT—BOBER
%

s REMEEBN —MAREAKE
B SR TE O L B 3 Bl 1R B SR R
MAEBRRARBEELEEGS
RENERMEERTRMBE (X
MEREB)N—EED - MARN
0] 5% 2R H) B RL D IR It 2 R AP
hefit 5K

e EBR-DES HEIZTEMAN
TETEAMNAHN—&nD  MAEE
SEERIEIR R T A « 5
REGE] THABNAHEHN (B
EHBE)BEERRAEER
AfBE ©

BARBEFABRGNEREERR
REEIR  FEHAEMLHIRNE
sk BRI RIBE R - REx
ERNKRDXBRFACENEEE
BREERENEMRSRAE - AT
AEM =R EEER - AR EETD
M40 T AERE ©



Notes to the Consolidated
Financial Statements

e M ERRME

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Loans and receivables

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

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

Impairment of loans and receivables

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

Objective evidence of impairment could include:

e significant financial difficulty of the issuer or
counterparty; or

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

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

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

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

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

If, in a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying
amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity instruments

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

Equity instruments

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

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the
financial liability is (i) held for trading or (i) it is designated
as at FVTPL or (jii) contingent consideration that may be
paid by an acquirer as part of a business combination to
which HKFRS 3 applies.

A financial liability is classified as held for trading if:

° it has been acquired principally for the purpose of
repurchasing 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
was a hedging instrument.
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3.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Financial liabilities at FV'TPL (continued)

A financial liability other than a financial liability held for
trading (or contingent consideration that may be paid by
acquirer as part of a business combination) 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

e the financial liability 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 liabilities at FVTPL are measured at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss excludes any interest paid on
the financial liabilities and is included in the other gains
and losses.

Financial liabilities at amortised cost

Financial liabilities including trade and bills payables,
other payables, purchase consideration payable for
acquisition at amortised cost, amounts due to non-
controlling interests of subsidiaries and bank borrowings
are subsequently measured at amortised cost, using the
effective interest method.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Effective interest method

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

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

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

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

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

Estimated impairment of goodwill and intangible
assets

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

4,

AR RN EEZRIR

T FE PR I 5 3 P 7 62 (B & USRS -
RAREEAREEMBERMEE
HHIE - AR RRER - REFEREE
EHMRE R SEAS - 2 FfhaT AR
ARRDENBELR LR EMEES
HENEEMmEL  ERERXEE
RN EEET

BRI RAARBRRARER © W
SRHER N ERTERF BERET M
A BB @ EXPEER M
HIERT MR LR RARMBEZE -
AIZR1EVE B & 7T /O HA S Ko oK 2R B ) 1

AT EBREHRREERKNERRR
NEAEE TARARZNEZHRIR -
AR BT — @AM BFENEER
EEHLIRAEAROEREL

AERELEEMGRE

ETRERETLEERDREZAM
EOoRmERENEENRSELE
fImrT 5 EREEREAR
BERLERAMERTNRTE © &
BEREEZRAKE GBS TRR -
BREFRE RRERE XK
HEREX  UFHTRRKESR
ERAMFRE - MERKRKRER
EERTEHREFEMBRE(CEHRA
Yel &5 N AR A 3R B AURE
18 e



Notes to the Consolidated
Financial Statements

e M ERRME

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Estimated impairment of goodwill and intangible
assets (continued)

As at 31 December 2017, the carrying amounts of
goodwill and intangible assets were HK$1,044,293,000
(2016: HK$1,029,637,000) (net of accumulated
impairment loss of HK$40,000,000 (2016: Nil)) and
HK$193,875,000 (2016: HK$232,767,000) respectively.
Details of the recoverable amount calculation are set out
in notes 20 and 21.

Estimated impairment loss of trade receivables

The Group makes allowance for doubtful debts based on
an assessment of the recoverability of trade receivables.
Allowance is applied to trade receivables where events or
changes in circumstances indicate that the balances may
not be collectible. In determining whether an allowance
for doubtful debts is required, the Group takes into
consideration of the credit history including default or
delay in payments, settlement records, subsequent
settlements and ageing analysis of the trade receivables.
Where the expectation of the recoverability of trade
receivables is different from the original estimate, such
difference will impact the carrying value of trade
receivables and allowance for doubtful debts in the
period in which such estimate has changed. As at 31
December 2017, the carrying amount of trade
receivables, net of impairment loss, was
HK$741,225,000 (2016: carrying amount of
HK$837,808,000).
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5.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

REVENUE

Revenue represents revenue arising on sale of cigarette
packages, manufacturing of laminated papers and sales
of RFID products for the year. An analysis of the Group’s
revenue for the year is as follows:

5. Wz

iR B EEERE  EEA
40 T 54 5 T 20 R B E A OO o
FERAERREATIT -

2017 2016

ZE-RE B XHF

HK$’000 HK$'000

FHERT FHET

Printing of cigarette packages NI E B 1,189,744 1,365,801
Manufacturing of laminated papers ~ ZLi&EE & 4 42,849 41,408
Sales of RFID products $HE G SRR B EE mh 32,922 -
1,265,515 1,407,209

SEGMENT INFORMATION

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

The Group’s operating and reportable segments currently
are (i) printing of cigarette packages, (i) manufacturing of
laminated papers and (iii) sales of RFID products. The
CODM considered the Group has three (2016: two)
operating and reportable segments which are based on
the internal organisation and reporting structure. This is
the basis upon which the Group is organised.
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6.

SEGMENT INFORMATION (continued)

Segment revenues and results

The following is an analysis of the Group’s revenue and

results by operating and reportable segment.

For the year ended 31 December 2017

—tFETA=+—HLHFE

6. DEPEN (&)
DB REHE

J/}{TE$‘EE@?E£$

& A R D A

DRV FEAR E R W MR AT

az-

I

2—tF+ZA=+t—-HLHFE

Printing Manufacturing Sales
of cigarette  of laminated of RFID
packages papers products Total
HEGHA
HhEEE% HERLH HAER - H
HK$'000 HK$000 HK$'000 HK$'000
TR T T T
Segment revenue D ek 1,189,744 42,849 32,922 1,265,515
Segment profit AEp&EF 294,258 10,416 6,151 310,825
Unallocated — other income RAE — EBALR
and other gains and losses At RER (9,721)
Unallocated expenses RAERY (133,340)
Finance costs BERA (21,988)
Share of profits of associates VANl =Nl 47,334
Share of loss of a joint venture Mi—HAELEER (274)
Profit before taxation BHATEN 192,830
2017FFERE BHIERBFEERADF
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6. SEGMENT INFORMATION (continued) 6.

Segment revenues and results (continued)
For the year ended 31 December 2016

D EE R ()
’“‘BH&A&% (%)
BE_Z-—A"F+A=t—-BHLHFE

Prining  Manufacturing Sale

of cigarette of laminated of RFID
packages papers products Total

HESTHA
IREERE HEREK BAlER @t
HK$'000 HK$'000 HK$'000 HK$'000
TEL TET TR TR
Segment revenue A EE 1,365,801 41,408 - 1,407,209
Segment profit DERA 400,899 10,913 - 411,812

Unallocated — other income KA - AR

and other gains and losses At RER 25,683
Unallocated expenses ﬁi AR (141,420)
Finance costs BERA (25,567)
Share of profits of associates DB E AR 86,429
Share of profit of a joint venture AME—HaELERT o
Profit before taxation BHATERN 356,994

The accounting policies of the operating segments are
the same as the Group’s accounting policies described
in note 3.

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

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

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017
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6.

SEGMENT INFORMATION (continued) 6.

Segment assets and liabilities

The following is an analysis of the Group’s assets and

DEER (&)

THEEREE

AT AREBEREER H@EDAE

|5

-\

liabilities by operating reportable segment: WEERBEI
Segment assets DEVEE
2017 2016
—E2-tF —TRF
HK$’000 HK$’000
FTHERT FHIT
Printing of cigarette packages ENfm & 1B 5 1,546,750 1,651,533
Manufacturing of laminated papers — £iE1E A& 4% 42,817 40,404
Sales of RFID products H €5 57 S8 58k Bl E an 85,076 -
Total segment assets DEEEEE 1,674,643 1,691,937
Unallocated property, plant AOEE - W= N&RE
and equipment 19,362 99,279
Prepaid lease payments FEMEERE 84,387 80,341
Investment properties REME 57,136 172,070
Goodwill EES 1,044,293 1,029,637
Intangible assets mEEE 193,875 232,767
Interests in associates REEZ N RIRIRERS 535,072 551,899
Interest in a joint venture R—EeaEtENER 8,586 8,222
Deposits for property, MWE - BEREEZFH
plant and equipment ®"e 8,675 1,732
Other receivables, prepayments H bW ERIE - RIS FIR
and deposits NiL& 56,562 68,551
Amounts due from related parties JFE Ui el 5 R IE 9,866 12,236
Tax recoverable EEEE 3,267 3,028
Structured deposits EEETER 7,193 -
Pledged bank deposits EEMRITHER 5,455 6,731
Bank balances and cash IRTTEBR MRS 292,511 199,694
Assets classified as held for sale PEABEFENEE 197,623 -
Consolidated assets SEAEBE 4,198,506 4,158,124
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6.

—tFEFTA=+—HILHFE

SEGMENT INFORMATION (continued) 6.

Segment assets and liabilities (continued)

Segment liabilities

/\&Bﬁﬂ(ﬁ.ﬁj
ITHEERAE(HE)
PHEE

2017 2016
ZE-tF ZT—RF
HK$’000 HK$’000
FHERT TET
Printing of cigarette packages ENfRI & 1B B 5 246,126 311,768
Manufacturing of laminated papers — RUiEKE & 4K 4,251 1,392
Sales of RFID products H & B R Rl EE an 14,987 -
Total segment liabilities DEEERRR 265,364 313,160
Other payables and accruals H et 58 R ERTE A 112,871 130,071
Amounts due to non-controlling AR EEINGIE 22
interests of subsidiaries T I8 4,983 3,775
Bank borrowings RITEE 678,166 677,810
Income tax payable R RIS ER 41,483 52,418
Deferred tax liabilities ELEREARE 55,133 71,334
Government grants BSHBhE 37,109 34,396
Purchase consideration payable MU EIRFTA
for acquisition B ENRE 22,848 -
Liabilities associated with assets HYBEEAFENEE
classified as held for sale BHEMAE 39 -
Consolidated liabilities mEAE 1,217,996 1,282,964
Segment assets represent certain property, plant and DEEERXREZFEBENHEBLE R

equipment, trade and bills receivables, amounts due from
related companies and inventories which are directly
attributable to the relevant operating and reportable
segment. Segment liabilities represent trade and bills
payables which are directly attributable to the relevant
operating and reportable segment. These are the
measures reported to the CODM for the purpose of
resource allocation and assessment of segment

performance.
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For the year ended 31 December 2017 2 —Z—+tF+_A=+—HILFE

6. SEGMENT INFORMATION (continued) 6. oDEERE)
Segment assets and liabilities (continued) PEHEERBE(E)
Other segment information Hith 5 ZB&E R
2017 —E—tF
Printing of  Manufacturing Sales
cigarette  of laminated of RFID Segment
packages papers products total  Unallocated Total
HEMNE
DhEEaE  HEELM wAER AHEE AR )

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR

Amounts included inthe 3£ 2% 5

measurement of BEIATEE
segment profit or loss or  B¥EF A2 % :
segment assets:

Additionto non-current  REJEREEE

assets 32,817 86 47,480 80,383 7,551 87,934
Depreciation and MEREH

amortisation 80,349 1,229 2,549 84,127 52,443 136,570
Recognition of impaiment B2 AEHERE

losses on goodwil 40,000 - - 40,000 - 40,000

(Gains) losses on HENE - BER

disposal of property, &R f&#) (gt)

plantand equipment %8 (39) 2 (151) (162) 20 (149)
(Reversals) recognition of  ([al) BRRERS

write-down on obsolete il

inventories (1,142) - 154 (988) - (988)

Amounts regularly THATELE
providedtothe CODM & Z184t -
but not included in ERE:3
the measure of ABENIER
segment profitorloss: ~ Bst AMIAE -

Interest income MEMA (1,106) (14) (86) (1,206) (115) (1,321)
Interest expense fERY 4,345 - 187 4,532 17,456 21,988
Taxation HE 37,115 2,321 75 39,517 10,506 50,023
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

6. SEGMENT INFORMATION (continued) 6. DIERE)
Segment assets and liabilities (continued) PHEERBE(E)
Other segment information (continued) HittpHEr (&
2016 —E-RE
Printing of ~ Manufacturing Sdes
cigarette  of laminated of RFID Segment
packages papers products total Unallocated Total
HESTA
IREEes  REELS BHER Ak AR @5t

HK§'000 HK$'000 HK$'000 HK§'000 HK$'000 HK§'000
TR TAL TAL TAL TAL TR

Amounts included inthe 558713
measurement of BEdnHEE
segment profitorloss  Bst AHAE -
or segment assets:

Addition tonon-curent  FEFEREAE

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

(Gain) loss on disposal of HEWE « BRE Rk
property,plant and I ()

equipment B8 (245) (1) - (246) 976 730
Reversal of write-down on BEHFRERS

obsolete inventories (227) - - (227) - (227)
Amounts regularly THRTELE

provided tothe CODM SR E 24t -
but not included in {BYERNGE
the measure of A EFSER
segment profit orloss:  ErEf RIS

Interest income VN (859) (1,086) - (1,045) 98) (2,043)
Interest expense MERY 7,729 - - 7,729 17,838 25,567
Taxation e 55,491 2,520 - 58,011 11,749 69,760
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

6.

SEGMENT INFORMATION (continued)

Revenue from major products and services

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

Geographical information
The Group’s operations are located in Hong Kong and
the mainland of the People’s Republic of China (the
“PRC”) (country of domicile).

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

Revenue from external

6.

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

wEER
AEERBERFEARLME ([H
B 1) At (FEMHE) 48 & 26 75 »

BRAAKERBEIINEIEF RS ER
TiREIR TSRS - T wEY, TR
BRI - EEAKEERDEE
BER - DIREENMIBLERY -

Non-current

customers assets (Note a)
REIMBEF WS FREBEE (Kizta)
2017 2016 2017 2016
—®—tFE ZFT-AF SB-tF CTAF
HK$’000 HK$’000 HK$’000 HK$'000
FHExT FHET FET FHET
PRC F 1,240,764 1,407,209 2,088,647 2,060,713
Hong Kong &8 - - 18,617 220,026
Others (Note b) ~ EAth (FfEb) 24,751 - - -
1,265,515 1,407,209 2,107,264 2,280,739
Notes: BIsE
(@  Non-current assets excluded those relating to interests in (a) ERBEETBEEREEAGAEDT
associates, interest in a joint venture and deposits for property, R—HEEEPENERARRYZE -
plant and equipment. EREHEZ AR -
(b)  Others included the Republic of Indonesia, the United States of b) EfBEENERAEAME - EFEE

America and the Republic of Korea. PR KERE -

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

6. SEGMENT INFORMATION (continued) 6.
Information about major customers
Revenues from customers of the corresponding years
contributing over 10% of the total sales of the Group are

D EE R ()

FRETERFHNES
RERFERATF BEAREEH
EB10% MUz T

as follow:
2017 2016
—E—tHF ZE—RF
HK$’000 HK$’000
FHET FHBT
Customer A (Note) =P AMIFE) 388,541 432,314
Customer B (Note) EEB(M&) 202,938 153,741

Note: Revenue from printing of cigarette packages.

MiaE : REENRIEE B R M -

7. OTHER INCOME 7. HMA

2017 2016
—E—tF ZET—RF
HK$’000 HK$’'000
FHET FHBT
Interest on bank deposits IRITERAE 1,321 2,043
Sales of scrap materials SHERER 3,385 3,066
Processing fee income I ERWA 2,848 502
Rental income e WA 5,283 1,303
Government grants (Note) AT Bh & (B 5E) 20,616 16,388

Interest income on long-term £ B pE U 2B Y R B U A
receivables 1,290 1,038
Sundry income B U A 743 1,623
35,486 25,863

Note: Government grants were received from the government of the
PRC mainly as incentives granted by local authority for
encouragement of its business development and innovation
except for an amount of HK$2,577,000 (2016: HK$1,686,000)
which was granted for the acquisition of property, plant and
equipment (as details in note 34). These grants are accounted for
as financial support with no future related costs expected to be
incurred nor related to any assets.
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

8. OTHER GAINS AND LOSSES 8. HitazREiE
2017 2016
—E—+tH —ET—RF
HK$’000 HK$’000
FHET FET
Net foreign exchange (losses) gains  4ME (E518) Wzs)% 58 (6,433) 550
Net gain on structured deposits EEETFRREFRE 2,008 -
Impairment losses on H it & W R IE R E & 1B
other receivables (930) -
Gains (losses) on disposal of HEME - BEREE
property, plant and equipment Wz (8518) 142 (730)
Impairment losses on goodwill [EESEREY S (40,000) -
(45,213) (180)
9. FINANCE COSTS 9. BWMERA
2017 2016
—E—tHF —E—RF
HK$°000 HK$’000
FHERT FET
Interest on bank loans IRITERFB 21,988 25,567

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

10. TAXATION 10. B
2017 2016
—E—+F —E—RF
HK$°000 HK$’000
FEx FHET
Current tax: AREAFRIA -
The PRC Enterprise Income Tax BTSN ([R5
(“EIT”) Frig®i]) 42,055 60,615
Withholding tax TEH 29,450 14,824
71,505 75,439
Overprovision of EIT in prior year BEFECEMSHEEREE (3,019) (1,676)
Deferred tax (note 35): EIETIA (FIEE35) -
Current year KEE (18,463) (4,009
50,023 69,760

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

The PRC EIT is calculated at the applicable prevailing tax
rates from 15% to 25% (2016: 15% to 25%) in the PRC.
Pursuant to the “Enterprise Income Tax Law for Foreign
Investment Enterprises and Foreign Enterprises”, some
PRC subsidiaries, being a High-Tech Enterprise, were
entitled to a reduced EIT rate of 15% for the years from
2013 to 2018.

Upon the New Tax Law and Implementation Regulations,
the PRC withholding income tax is applicable to
dividends payable to investors that are “non-PRC tax
resident enterprises”, which do not have an
establishment or place of business in the PRC, or which
have such establishment or place of business but the
relevant income is not effectively connected with the
establishment or place of business, to the extent such
dividends have their sources within the PRC. Under such
circumstances, dividends distributed from the PRC
subsidiaries to non-PRC tax resident group entities shall
be subject to the withholding income tax at 10% or lower
tax rate, as applicable. Under the relevant tax treaty,
withholding tax rate on distribution to Hong Kong resident
companies is 5%. Deferred taxation has been provided
on undistributed earnings of all subsidiaries and
associates and a joint venture (as details in note 35).
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For the year ended 31 December 2017 EZE ==

—tFETA=+—HLHFE

tax rate of the subsidiaries in Shenzhen and Anhui in the PRC
which constitute the substantial part of the Group’s operation for
the years ended 31 December 2017 and 2016.

2. Pursuant to the relevant two rules and regulations, the Group 2.
could obtain additional tax benefit, which is further 50% of certain
qualified research and development cost incurred endorsed by
the Shenzhen and Anhui Local Taxation Administrators.

2017 EERE B

10. TAXATION (continued) 10. HIE (&)
The tax charge for the year can be reconciled to the profit FARBSHEGSEBEEEMEE
before taxation per the consolidated statement of profit WRHRKRMRBRTADE NV E RN T -
or loss and other comprehensive income as follows:
2017 2016
—E-tF ZE-RF
HK$°000 HK$’000
FHET FHT
Profit before taxation R 554 51T v 1) 192,830 356,994
Tax at the applicable rate of 25% ?Ziiﬁﬁ %RZ‘: 25%
(2016: 25%) (Note 1) —E—NF : 25%)
S RITE (1) 48,208 89,249
Tax effect of share of profit of DA E R T F A
associates MG E (11,833) (21,607)
Tax effect of share of profit of SE—REE &R
a joint venture Mg B = (14)
Tax effect of expenses not A HBRAZ R G2
deductible for tax purpose 32,771 22,115
Tax effect of income not taxable for @A BT A2
tax purpose - (473)
Overprovision in respect of prior years &1t F /€ tRZA B (3,019) (1,676)
Utilisation of tax losses previously not {# F 81T KR A
recognised TIAE 1R (3,429) -
Additional tax benefit on research and 2% [ & HY 589N 75 F 22
development expenses (Note 2) (BFsE2) (5,335) -
Tax effect of deductible temporary SR HERR AT H0 57 & b = 58 Y
differences not recognised Mg & - 59
Tax effect of tax losses not recognised 7 #5254 18 Eﬁ jca TR S & - 860
Income tax on concessionary rate HERMEKAENER (23,326) (35,054)
Deferred tax on undistributed earnings = B} & 2 T/Hﬁﬁ%/&
of the PRC subsidiaries/associates 7% & 2 Fl| YR iEF5 18 15,986 16,301
Tax charge for the year FABREL H 50,023 69,760
Notes: BfsE
1. The applicable tax rate of 25% represents the applicable income 1. ERABEB%RREKEANFERIKLZ

BEOMBLREERMAEHBE - M
EWMBARSAREBE_T—tFR
ZE-RETZA=THIEFERK
EIBZE

RIBEERERIGAR LR - AERERES
BAMRIREE  HERRIEZEE R
BRI HE T A BRI EKARN S5
50% °

EARBERERAR
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11. DISPOSAL GROUP HELD FOR SALE

On 4 September 2017, the directors of the Company
resolved to dispose of the subsidiaries of the Company,
namely, Empire Sail Limited F#i G R A & (“Empire Sail”)
and Best Legend International Holdings Limited ¥4 {Z= B3R
EE KR AB R A A (“Best Legend”), which mainly hold
some investment properties and premise of the Group.
Negotiations with several interested parties have
subsequently taken place. These assets and liabilities,
which are expected to be sold within twelve months,
have been classified as a disposal group held for sale
and are presented separately in the consolidated
statement of financial position (see below). The net
proceeds of disposal are expected to exceed the net
carrying amount of the relevant assets and liabilities and
accordingly, no impairment loss has been recognised.

The major classes of assets and liabilities classified as
held for sale are as follow:

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

11.

HERFENLEEAS

R-Z—tFNAMA ARAES
BREEARAMBEARNTRERA
A7) RSk =B R R B R
RE([BED  ZERREERAE
EREE TRAMEREN - Kk Y
BEAEABETAH - RSRER
ToEARBENEERBEE SR
REBHENHERS  LEGEH
BRABRAFZI(RTX) - BH
HE RS REF RS R AREER
BEOREFE R ERRAER

18 e

UTRIBRFEGENTIREEN
AR

31 December

2017

—E—tF

+=—A=+—H

HK$’000

FET

Property, plant and equipment E N 79,011
Investment properties wEME 118,448
Other receivables H e U EIR 164
Total assets classified as held for sale DEAEREFENREE 197,623
Other payables H fth fE A kI8 39
Total liabilities classified as held for sale SHEAFEFENRERE 39

Note: The above amount is excluded of the amount due from ultimate
holding company amounting to approximately HK$285,000 and
the amount due to a fellow subsidiary amounting to
approximately HK$220,880,000.
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12. PROFIT FOR THE YEAR

For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

12. FERF

2017 2016
Sl of -3 —ERE
HK$’000 HK$'000
THET FET
Profit for the year has been arrived at ks Gt A) TI& AR
after charging (crediting): HEE A -
Staff costs: IR :
Directors’ emoluments (note 13) E=Me (MF13) 2,476 2,658
Other staff costs Ht B TR
Salaries and other benefits e hEAMRER 113,289 106,083
Contributions to retirement RIRERNIE IR
benefits schemes 11,044 9,383
Total staff costs BIMARE 126,809 118,124
Less: capitalised in inventories RN EERERL (105,472) (83,318)
21,337 34,806
Auditor’s remuneration REEH & 3,457 3,832
Cost of inventories recognised as HRAERINFERA
expenses 889,275 942,848
Surcharges on overdue payments to R BN B R @ B RUR
governmental authorities and DB hN B K e (8 7 =2
compensation expenses (BtAEMAR)
(included in other expenses) 2,732 -
Depreciation of property, W% - BEREETE
plant and equipment 82,578 80,421
Depreciation of investment properties REMERE 6,084 4,873
Release of prepaid lease payments TN ERE 2,214 2,097
Amortisation of intangible assets BREESEGIAEE
(included in cost of sales and A RITBFS)
administrative expenses) 45,694 45,694
Total depreciation and amortisation TE N ES 136,570 133,085
Less: capitalised in inventories B REERERE (116,797) (104,922)
19,773 28,163

2017 FERE BEEERERBRAF
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

12. PROFIT FOR THE YEAR (continued) 12. FERF (&)
2017 2016
—E—tE —E-RF
HK$’000 HK$'000
THERT FET
Operating lease rentals in respect of ERMERAMENCERERS

rented premises 3,105 2,560
Reversals of write-down on obsolete B OIfR E 17 EMUR

inventories (included in cost of sales) (G ASHER ) (988) (227)
Research and development costs BR B MR AR

recognised as an expense (FTAEMAS)

(included in other expenses) 4,837 4,216
Shares of taxation of associates ok (] A/NETE ] 11,150 16,282
Gross rental income from REMENHS WAL

investment properties (8,155) (1,480)
Less: direct operating expenses incurred 35 : FREATA S BAR

for investment properties that generated R EYIEMELHNEE

rental income during the year LB Y 2,872 177

(5,283) (1,303)
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

13. DIRECTORS’ AND CHIEF EXECUTIVE’S 13. EERITHAR FHH
EMOLUMENTS
The emoluments paid or payable to each of the 7 (2016: ENSENTE(ZE—RF 7TR)E
7) directors are as follows: EHENE T
For the year ended 31 December 2017 BE-_Z—t&+-A=+—HLEE

Other emoluments
H fth 57 A
Contributions
Salaries to retirement

and other benefits Total
Fees benefits scheme emoluments
9 RIKEF
e Hitr @R AT &I BEH
HK$’000 HK$’000 HK$’000 HK$’000
TERT TER TET T
Executive Directors BiTES
Mr. Cai Xiao Ming, David ~ £SREER %6 4 - 60 3 63
Mr. Qin Song PR
(Chief Executive) (THEE) - 1,296 39 1,335
Mr. Peng Guoyi TEERE - 657 31 688
Non-Executive Director FWITESE
Ms. Li Li FHLL - - - -
Independent Non-Executive B 3EH1TESE
Directors
Mr. Lam Ying Hung, Andy ~ #REB 5L 4£ 130 - - 130
Mr. Lui Tin Nang BREEEE 130 - - 130
Mr. Siu Man Ho, Simon € Sk 130 - - 130
390 2,013 73 2,476
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

13. DIRECTORS’ AND CHIEF EXECUTIVE’S 13.
EMOLUMENTS (continued)
For the year ended 31 December 2016

ESERITHARTM (&)

BE-_Z—AF+“A=1+—HLEE

Other emoluments
H fth 57 A
Contributions
Salaries o retirement
and other benefits Total
Fees benefits scheme  emoluments
ek BB
ik H 27 RE LGS okl
HK$000 HK$000 HK$'000 HK$'000
FET FET FET FET
Executive Directors HITE=R
Mr. Cai Xiao Ming, David ~ #XBEBR S A4 - 60 3 63
Mr. Qin Song PR E
(Chief Executive) (1THU8%) - 1,396 28 1,424
Mr. Peng Guoyi TEERE - 753 28 781
Non-Executive Director EHTES
Ms. Li Li H+ - - - _
Independent Non-Executive Y& 3E#1TE S
Directors
Mr. Lam Ying Hung, Andy ~ #REEB 44 130 - - 130
Mr. Lui Tin Nang BREEE 130 - - 130
Mr. Siu Man Ho, Simon BENRRE 130 - - 130
390 2,209 59 2,658
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

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

EMOLUMENTS (continued)

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

Mr. Qin Song is also the chief executive of the Company
and his emoluments disclosed above include those for
services rendered by him as the chief executive.

During the years ended 31 December 2017 and 2016,
no emoluments have been paid by the Group to any of
the directors and the Chief Executive as an inducement
to join or upon joining the Group or as compensation for
loss of office. None of the directors nor the Chief
Executive waived or agreed to waive any remuneration
during the years ended 31 December 2017 and 2016.

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

PIRFETRARRIITHRAE -
EXFEENME SRR EEITR
AR IR M A B2

HE-_ZT—+tFR-T—F+=A
=+—HLEFE  ANEBELEREM
EERTETHRABINME  EA
IR &= B 504 0 A 2N 52 8 B 9 R
REEREE HE T +FER-ZT
—RNFE+ZA=T—HLFE #HE
EENEETHAEREE(ATIR
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

14. FIVE HIGHEST PAID EMPLOYEES 14.
Of the five individuals with the highest emoluments in the
Group, two (2016: two) were directors and the Chief
Executive of the Company whose emoluments are
included in the disclosures in note 13 above. The
emoluments of the remaining three (2016: three)
individual were as follows:

TEREFEE
AEEBRERRHFALTTAEREG(ZF
—NFWB) RARREERITHAR
B BRENMSEN XT3 84
T=R(ZF—RF: =58) ALoB
W :

2017 2016
—E—+tH& —E—RF
HK$’000 HK$’'000
FER FHT
Salaries and other benefits e hEMmET 2,824 2,966
Contributions to retirement RIREFIET B R

benefits schemes 49 44
2,873 3,010

Their emoluments were within the following bands: HRENMES R THEERA :
2017 2016

—E-tF —Z—KX

HK$ nil to HK$1,000,000
HK$1,000,001 to HK$1,500,000

T T2 1,000,000 7T
1,000,001 BT E
1,500,0007%& 7T

No emoluments have been paid by the Group to any of
the five highest paid individuals as inducement to join or
upon joining the Group or as compensation for loss of
office during the years ended 31 December 2017 and
2016.
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

15. EARNINGS PER SHARE 15. BREF|
The calculation of the basic earnings per share KAREA ARG ERELRZF T
attributable to owners of the Company is based on the THIEUERTE -

following data:

2017 2016
—E—tF TR F
HK$’000 HK$'000
FHET FHT
Earnings: BF :
Earnings for the purpose of basic RAUETEERERRZFH
earnings per share (Profit for the AR (KNARHEA AEG
year attributable to owners of FEmM)
the Company) 138,025 285,827
2017 2016
—E—tF TR F
’000 ‘000
TR Fix
Number of shares: ROHE :
Weighted average number of AT EGRERRBFIH
ordinary shares for the purpose of AR I E B
basic earnings per share 1,567,885 1,567,885
No dilutive earnings per share is presented as the Group BEZJSREEFRTN  RERLRE
did not have any potential ordinary shares during both B 12 AR E F [E 1 BB T AR o
years.
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

16. DIVIDENDS 16. K2
2017 2016
—E—tFE —ZE—RE
HK$’000 HK$’000
FHERT FET
Dividends for ordinary shareholders & AR &7 K H) AN A B
of the Company recognised as TmREREARS
distribution during the year:
2015 special dividend —T-hFERRIKRE — 239,886
2016 final — HK15.30 ZE—RNFERE —
cents per share FI%15.30 711l 239,886 -
239,886 239,886

During the current year, the final dividend of HK15.30
cents in respect of the year ended 31 December 2016
(2016: Nil) per share, amounting approximately
HK$239,886,000 (2016: Nil) has been paid to
shareholders.

No dividend was proposed for ordinary shareholders of
the Company during 2017, nor has any dividend been
proposed since the end of the reporting period (2016:
HK$239,886,000).
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Financial Statements
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

17. PROPERTY, PLANT AND EQUIPMENT

17. ¥ - MERRKRE

Leasehold Furniture
landand  Leasehold Plant and and office Motor  Construction
buildings improvement  machinery  equipment vehicles  in progress Total
HELH HRR
kEF HE#E HEREE BOERB RE KEIR Foh
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT T FHT FHT FHT FHL
COST A
At 1 January 2016 RZE—RE—-F—H 572,401 6,999 661,132 53,668 13,642 27,284 1,335,126
Exchange adjustments BHAE (28,096) - (39,809) (2,429) (649) (1,023) (72,006)
Additions NE 3216 3,767 14,907 2,953 1,830 56,010 82,683
Transfer e 19,308 - 45,510 1,281 347 (66,446) -
Transferred from ERERENE
investment properties 17,563 - - - - - 17,563
Disposals HE - (1,959) (15,684) (123) (1,664) (50) (19,480)
At 31 December 2016 RZE-RF
+-A=1+-H 584,392 8,807 666,056 55,350 13,506 15,775 1,343,886
Exchange adjustments BHAE 33,697 8 54,638 3412 858 1,368 93,881
Additions RE 583 - 8975 5,469 1,777 28,646 45,450
Acquired assets through FRNE-FRELT
acquisition of a subsidiary WA AE
(note 37a) (Fi5E372) - 194 32,506 105 172 1,690 34,667
Transferred from BRETHETR
construction in progress 4,468 - 28,599 47 - (33,114) -
Transferred to construction  E&Z AR T2
in progress - - (33,013 - - 6,062 (26,951)
Transferred to investment BETRENE
properties (7,477) - - - - - (7,477)
Reclassified as held forsale ~ E P EASHEE
(note 11) (GE (82,828) - - - - - (82,828)
Disposals HE - - (21,643 (@11) (1,745) - (23,799)
At 31 December 2017 RZE—+F
+-F=t-H 532,835 9,009 736,018 63,972 14,568 20,427 1,376,829
DEPRECIATION il
At1 January 2016 RZE-R¥-A—-H 104,549 653 385,032 29,773 9,070 - 529,077
Exchange adjustments [ 5 HE (6,786) - (23,804) (1,622) (477) - (32,689)
Provided for the year FREGE 27,430 903 48,192 2,600 1,296 - 80,421
Transferred from BREARENE
investment properties 11,910 - - - - - 11,910
Eliminated on disposals HE R 8 - (979) (10,503) (10) (1,389) - (12,881)
At 31 December 2016 RZE-~F
+-A=1-H 137,103 577 398,917 30,741 8,500 - 575,838
Exchange adjustments [EREE 5,778 4 33,317 2,425 639 - 42,163
Provided for the year FRERE 23,838 999 47,969 8,529 1,243 - 82,578
Transferred to construction ~ EEZERTE
in progress - - (26,951) - - - (26,951)
Transferred to investment ERERENE
properties (1,964) - - - - - (1,964)
Reclassified as held for sale  EFDEAEEFE
(note 11) (GESN (3,817) - - - - - (3817)
Eliminated on disposals R - - (19,132) (379) (1,372) - (20,883)
At 31 December 2017 RZE—tF
+-A=1+-H 160,938 1,580 434,120 41,316 9,010 - 646,964
CARRYING VALUES RHE
At 31 December 2017 RZE—+F
+-A=1-H 371,897 7,429 301,898 22,656 5,558 20,427 729,865
At 31 December 2016 RZZ-"F
+-A=1t-H 447,289 8,230 267,139 24,609 5,006 15,775 768,048
2017 FERSE EBEREBEERIA
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

17. PROPERTY, PLANT AND EQUIPMENT 17. Y% -  BERRE &)
(continued)
The above items of property, plant and equipment, it - BERKEEE (EEILE
except for construction in progress, are depreciated on a BRON) TR B RAEZE - et REFIgR
straight-line basis, after taking into account of their BEZRE TG ERFRAERE

residual values, over their estimated useful lives as follow:

Leasehold land and buildings ~ Over the shorter of the HE 1R E IS 30F
term of lease or KigF (AR & B%E)
30 years
Leasehold improvement 3 years HERE 3F
Plant and machinery 5-12 years 5= K i 2s 5&F 124
Furniture and office equipment  3-5 years BEREHAE 3E5F
B
Motor vehicles 4-5 years RE 45
18. PREPAID LEASE PAYMENTS 18. FESHENIE
2017 2016
—E—tF T RF
HK$’000 HK$'000
FHET FHT

Analysed for reporting purposes as: GRS MIEL BRI DT ¢

Current asset mEEE 2,292 2,124
Non-current asset ERBEE 82,095 78,217
84,387 80,341
The Group’s prepaid lease payments represent payments AREBNENEEREETE T HE
for land use rights in the PRC. At 31 December 2016, the AENENHTIE R _T—RFE+
Group was still in the process of obtaining the land use A=+—8 ' "EBTNHRZZ—
right certificate with carrying amount of HK$7,160,000 for FERTUTER L BERIZERE A
those acquired in 2016 which had been obtained in 7,160,000/ 8 T L A#EE (E R
2017. ZE—LFERE) -
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For the year ended 31 December 2017 2 —Z—+tF+_A=+—HILFE

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

coST A
At 1 January 2016 NZE—RF—A—H 214,819
Exchange adjustments bE W S (4,209)
Transferred to property, plant and equipment — BB =43 « R K& 5 (17,563)
At 31 December 2016 NZZE—RE+ZA=+—H 193,047
Exchange adjustments PE 5, B 5,723
Transferred from property, plant and equipment #3882 - W= M&E 7,477
Reclassified as held for sale (note 11) ENOBARFESES (MiE11) (123,815)
At 31 December 2017 R-E—+F+=-_HA=+—H 82,432
DEPRECIATION e
At 1 January 2016 RZE—RF—H—H 29,183
Exchange adjustments RS (1,169)
Provided for the year FREE 4,873
Transferred to property, plant and equipment — BB Z Y2 - HE NEE (11,910
At 31 December 2016 RZE—RF+_A=+—H 20,977
Exchange adjustments PE B 1,638
Provided for the year FNEE A 6,084
Transferred from property, plant and equipment BE# B8 W% « = M&E 1,964
Reclassified as held for sale (note 11) BN BERFBAESFE (ME11) (5,367)
At 31 December 2017 RZE—tF+A=+—H 25,296
CARRYING VALUES FREE
At 31 December 2017 R-ZZE—+FE+-A=+—H 57,136
At 31 December 2016 RZE-—RF+HA=+—H 172,070
The Group’s properties interests held under operating 7«1&%@7@#‘;%«%Tﬂi"f%%ﬁﬂﬂﬂ%%ﬁ
leases to earn rentals are measured using the cost model WY EREREANAEXGE
and are classified and accounted for as investment HRREMENE -
properties.
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

19. INVESTMENT PROPERTIES (continued) 19. REYFE (&)

134

Fair value measurement of the Group’s investment
properties

The fair value of the Group’s investment properties as at
31 December 2017 was HK$94,433,000 (2016:
HK$221,821,000). The fair value has been arrived at on
the basis of a valuation carried out by Roma Appraisals
Limited, an independent qualified professional valuer not
connected to the Group. Roma Appraisals Limited are
members of the Institute of Valuers of Hong Kong.

The fair value was determined based on the market
comparable approach that reflects recent transaction
prices for similar properties, where the market rentals of
all lettable units of the properties are assessed by
reference to the rentals achieved in the lettable units as
well as other lettings of similar properties in the
neighborhood. The discount rate is determined by
reference to the yields derived from analysing the sales
transactions of similar commercial properties in Hong
Kong and the PRC and adjusted to take into account the
market expectation form property investors to reflect
factors specific to the Group’s investment properties.
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

19. INVESTMENT PROPERTIES (continued)

19.

Fair value measurement of the Group’s investment

properties (continued)

In estimating the fair value of the properties, the highest
and best use of the properties is their current use. Details
of the Group’s investment properties and information
about the fair value hierarchy as at 31 December 2017
and 31 December 2016 are as follows:

BEW=E(#)
FEBMREMEND L EER ()

REFTUENAABER  WEMNK
S hREFERAALAEBENMRR -
R_EBE—+F+_A=+—BE_Z
—RNF+ZA=+—8  KEEKHE
WEUARRABEBFRERSFBNOT

Fair value as at Fair value as at

Fair value 31 December 31 December
hierarchy 2017 2016
R-Z—tF RIZT—RF
+=A=+—-H +=—A=+—8H
NREBEER WA REE NAREER
HK$’000 HK$’000
FERT FHIT
Properties located in (RNEEEI kY S Level 3
the PRC B2 94,433 75,121
Properties located in URBBRME Level 3
Hong Kong F£= - 146,700
94,433 221,821

For investment properties categorised into level 3 of the
fair value hierarchy, the following information is relevant:

SEADABEBRE=BHREY
FEEERTT

Significant

Valuation technique(s)

HERE

unobservable input

EXTABEGARE 8RE

Sensitivity

Properties located in the
PRC and Hong Kong

R B REEBNYE

Direct comparison method

Price per square meter The 5%

based on market observable higher of the

transactions of similar price per

properties and adjust to square meter,

reflect the conditions of the 5%

the subject property. higher of

the fair value.

BEBERLUMEOTISAEE SV IKER (SR FNEL

RGETEZLBE EFA5% -

I E ) 8 BE DA S B NREE

PRI, - HEAN5% °

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

19. INVESTMENT PROPERTIES (continued) 19. REWE (&)
Fair value measurement of the Group’s investment EEEREVENDIABETE(E)
properties (continued)
The above investment properties are depreciated on a LR EMER AT FERBEZE
straight-line basis at the following rates per annum: E -
Leasehold land ~ Over the term of lease HE L GEROEETN
Buildings Over the shorter of the term of lease, BF TH&EASk 30 F
or 30 years (B E ABLE)
20. GOODWILL 20. &
2017 2016
—E—tF ZZE—RF
HK$’000 HK$’'000
FHET FHBT
At 1 January n—H—H 1,029,637 1,061,335
Arising from acquisition of a subsidiary [ U B — R B A &) i & A 11,781 -
Impairment loss recognised in the year £ R g2 HY R (B & 18 (40,000) -
Exchange adjustments bEE 5, R EE 42,875 (31,698)
At 31 December Rt+=—B=+—H 1,044,293 1,029,637
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For the year ended 31 December 2017 EZE ==

20. GOODWILL (continued)

—tFETA=+—HLHFE

For the purpose of impairment testing, goodwill has been
allocated to five (2016: four) individual cash-generating
units (CGUs), comprising three subsidiaries in the printing
of cigarette packages segments, one subsidiary in the
manufacturing of laminated paper segment and one
subsidiary in the sales of RFID products segment. The
carrying amounts of goodwill as at 31 December 2017
allocated to these unites are as follows:

20. EE#®)

%ﬁ@ﬂﬁﬁm HEESIRERME
(ZZ—XF: WE) @RS EELS
uUﬁiFEEMD B 15 BNl &5 1
PEIHH=-—MEHNBLR  WEERE
My B e — BT B A B K S 5T BE
RIERDBH—FHHBRR - RZF
—tF+-A=+—HB0BEEREE
BEDRE A TZEEM

2017 2016
—E—+1tF —E—REF
HK$°000 HK$’000
FET TET
Printing of cigarette packages: Nl & e B 5
CGU-1 IReEAE BN -1 876,982 862,306
CGU-2 REEEBM-2 134,657 124,812
CGU-3 WeEEENMN-3 20,483 42,158
1,032,122 1,029,276
Manufacturing of laminated paper: RUEEAMK -
CGU-4 WeEEEMN-4 390 361
Sales of RFID products: SHE BT SRR R EE o ¢
CGU-5 REEEBM-S 11,781 -
At 31 December Rt+—_A=+—H 1,044,293 1,029,637

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

20. GOODWILL (continued) 20. HE &)

138

The recoverable amounts of the CGUs arising from
printing of cigarette packages, manufacturing of
laminated paper and sales of RFID products were
determined individually based on value in use
calculations. The value in use calculations used
discounted future cash flow model based on financial
budgets approved by management covering a five-year
period and a discount rate of 14.87% (2016: 14.68%).
Cash flows beyond five-year period is extrapolated using
a steady growth rate from 3.0%. Cash flow projections
for the CGUs are based on the expected terminal growth
rate, gross margin and sales growth rate during the
budget period, which were determined based on past
performance of the Group and the management’s
expectations for the market development. Management
believes that any reasonably possible changes in any of
these assumptions would not cause the aggregate
carrying amount of the CGUs to exceed the aggregate
recoverable amount of respective CGUs.

Due to the effect of continuous decrease in revenue
resulted from the drop in average selling price across
various products tiers in Chinese cigarette packaging
industry as a consequence of mandatory tendering
system in China tobacco industry and sluggish demand
in certain local market, and the change of product
structure of CGU-1 and CGU-3, their forecasts are
expected to be adversely impacted. An impairment
review for these CGUs was performed following the
preliminary annul results and the recoverable amounts
were determined from a value in use calculation. As at 31
December 2017, before impairment testing, goodwill of
HK$891,982,000 and HK$45,483,000 was respectively
allocated to CGU-1 and CGU-3 within printing of
cigarette packages business. As a result of the
impairment tests noted above, impairment losses of
HK$15,000,000 and HK$25,000,000 were respectively
recognised against goodwill of CGU-1 and CGU-3,
resulting in the balances of HK$876,982,000 and
HK$20,483,000 respectively at 31 December 2017. This
impairment losses have been included in other gains and
losses in the consolidated statement of profit or loss and
other comprehensive income.
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

21. INTANGIBLE ASSETS 21. BEEE
Customer Licenses and
relationship franchises Total
EFBR BRESHTE HBEt
HK$'000 HK$'000 HK$'000
FHET FET FET
COST 2
At 1 January 2016 RZE—RF—HF—H 455,135 9,003 464,138
Exchange adjustments PE 5 2 (4,575) (467) (5,042)
At 31 December 2016 RZE—RF
+=-RB=1+—H 450,560 8,536 459,096
Exchange adjustments PE X % 6,189 613 6,802
At 31 December 2017 R-_E—+tF
+-_A=+—H 456,749 9,149 465,898
AMORTISATION ey
At 1 January 2016 R-ZE—R"F—H—H 180,481 154 180,635
Charge for the year FRRAXZ 45,249 445 45,694
At 31 December 2016 MNZE—N4F
+=-A=1+—H 225,730 599 226,329
Charge for the year FRFREX 45,249 445 45,694
At 31 December 2017 RZE—+4F
+=-A=1+—H 270,979 1,044 272,023
CARRYING VALUES IREE
At 31 December 2017 NZT—+F
+=-A=1+—H 185,770 8,105 193,875
At 31 December 2016 NZE—N4F
+=-A=1+—H 224,830 7,937 232,767
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

21. INTANGIBLE ASSETS (continued) 21.
For the purpose of impairment testing, customer

BYEE®)
RERNHAME  EPFEARESIRE

140

relationship has been allocated to four individual CGUSs,
comprising three subsidiaries in the printing of cigarette
packages segments and one subsidiary in the
manufacturing of laminated paper segment. The carrying
amounts of intangible assets as at 31 December 2017
allocated to these unites are as follows:

mEERR &L - BEDRE
B S0 =BT REEN
2EH B —MKBAF R
—t4+- A=+ BMEVAER
EEEESREN TREE

2017 2016
—EB—tF —E—RE
HK$’000 HK$’000
FHET FHET

Printing of cigarette packages: ENpl &g B 5
CGU-1 R EEEMN -1 179,959 218,432
CGU-2 ReEEBM-2 4,152 4,571
CGU-3 REeEEBMN-3 1,402 1,544
185,513 224,547

Manufacturing of laminated paper: Bl e At

CGU-4 REEEEMN4 257 283
At 31 December Rt+—_A=+—=H 185,770 224,830

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

Customer relationship
Licenses and franchises

10 years
20 years

Included in intangible assets represent customer relationship
in Brilliant Circle Group Holding Limited (together with its
subsidiaries, collectively referred to as “Brilliant Circle”)
acquired in a business combination in 2009 and the
acquisition of A&YII#5 2 ENfEIE R A Yangfeng Printing &
Packaging Co., Ltd (“Yangfeng”) in 2012, which has been
absorbed by 7 ¥l £ ¥ E) 7% A BR A 8] Shenzhen Kecai
Printing Co., Ltd (“Kecai”). Briliant Circle and Yangfeng have
long and close business relationship with the major
customers. The acquisition of the customer base has
allowed the Group to stabilise the revenue base from
packaging and printing business.
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For the year ended 31 December 2017 EZE ==

22. INTERESTS IN ASSOCIATES

—tFETA=+—HLHFE

22, REtE RTINS

2017 2016
—E—tF ZE-RF
HK$’000 HK$’000
FTHERT FAET
Cost of investment, unlisted RERA - FELE™ 332,874 332,874
Share of post-acquisition profits DU & = T 2 Ho At
and other comprehensive income, 2 E 4 as (F1BE 2 AR &)
net of dividends received 182,234 238,244
Exchange adjustments PE 5 38 % 19,964 (19,219)
535,072 551,899
As at 31 December 2017 and 2016, the Group had RZE—tEFRZFT-RFEF+A
interests in the following associates: =+—H *x5£HE HALAT /N7
B
Percentage of Place and
registered capital country of
directly held by  establishment/ Registered
Name of entity the Group  operation capital  Principal activity
FEEEERE KL/
ERER gEMBRANESIE KEBERER gEEfRE  FEXK
FEBIBER AR 35%  PRC RMB163,052,000  Provision for cigarette
(I#Eek]) H AR printing package
(Changde Jinpeng printing 163,052,000 7T services
package Printing Co., Ltd.) R E 2 E )
(“Changde Jinpeng’) B IR
RERHESSEREERA 40%  PRC RMB30,000,000  Developing for intelligent
(f%i?é HIER]) H AR printing services
(Tianjin Rong Lian Hui Zhi Intelligence 30,000,000t  EEEEHR RS
Packaging Technology Co., Ltd.)
(“Tianjin Rong Lian Hui Zhi”)
2017 FERE BEEERERBRAF
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

22. INTERESTS IN ASSOCIATES (continued) 22, NEtE N TINER (8)

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

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

financial information in respect of the Group’s associate

is set out below:

Changde Jinpeng HEELSIE
2017 2016
—E—+tH& —E—RF
HK$’000 HK$’000
FHET FET
Current assets mMENE E 900,788 947,398
Non-current assets FERBEE 980,292 962,985
Current liabilities mENaE (364,418) (334,998)
Non-current liabilities ERENEE (2,325) (3,028)
Revenue Wz 1,268,063 1,377,836
Profit and total comprehensive FRmMREERE
income for the year 240,090 218,866
Dividends received from the FAE Y E R F AR E
associate during the year 103,344 157,714
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

22. INTERESTS IN ASSOCIATES (continued)
Changde Jinpeng (continued)
Reconciliation of the above summarised financial
information to the carrying amount of the interest in the

22, REEE RTINS (&)
HELWE(E)
BB ERBMERD N EA MR
KRNI LA RS RE AN Y

associate recognised in the consolidated financial iR -
statements:
2017 2016
—E—tE —E—XE
HK$’000 HK$’000
FET TET
Net assets of the associate EeEnanNEEFE 1,514,337 1,572,357
Proportion of the Group’s ownership AN £ BB A 5] /Y
interest in the associate WA B 35% 35%
Carrying amount of the Group's REBEREEZ N[/
interest in the associate M REE 525,178 539,687
Tianjin Rong Lian Hui Zhi R LA T &5
2017 2016
—E—tHF ZE—RF
HK$’000 HK$'000
FET FET
Current assets TRENEE 22,292 26,813
Non-current assets EMENEE 7,303 4,330
Current liabilities UEN=RE (4,860) (614)
Revenue Wz 8,147 4,586
Loss and total comprehensive FREBEBEMEER 2%
expense for the year (10,055) (5,175)
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

22. INTERESTS IN ASSOCIATES (continued) 22, REERNRINRER (&)
Reconciliation of the above summarised financial Ll BERNSERERGEE P BR
information to the carrying amount of the interest in the RERRBE N EZNERENS
associate recognised in the consolidated financial iR -
statements:

2017 2016
—EB-tF BT
HK$’000 HK$’000
FET FHBT
Net assets of the associate B ANaNEEFE 24,735 30,529
Proportion of the Group’s ownership 7 £ B 7 B & X 7] Y
interest in the associate A EER LD 40% 40%
Carrying amount of the Group’s IR EE (B OB & N B Y
interest in the associate EmHREE 9,894 12,212
23. INTEREST IN A JOINT VENTURE 23. R—EEEbENES
2017 2016
—ZE2-tF TR
HK$’000 HK$’000
FER FHT
Cost of investment, unlisted EKA - JEET 8,825 8,825
Share of post-acquisition (losses) DEUEEE (B1E) 2 &
profits and other comprehensive Ha2m (FZ) W
(expense) income, net of (BB W E
dividends received (217) 57
Exchange adjustments b 5, 2 (22) (660)
8,586 8,222
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For the year ended 31 December 2017 &2 —E—+F+-_F=+—

23. INTEREST IN A JOINT VENTURE (continued)
As at 31 December 2017 and 2016, the Group had
interest in the following joint venture:

BHItFE

23. R—HEEELXRNER @)
R-FB—tFER_F-R"F+=H
=t—H AEERUTAECERE

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

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

AEEEELENYBHERMZEHT
WM ATHBEMRREREEE
M mEEARENAZEEXTHER
RFTREHE

The joint venture is accounted for using the equity BREPETRARRENZERENH
method in these consolidated financial statements. MRAHR ©
2017 2016
—B—tF —ZTRF
HK$’000 HK$’000
FHET FET
Current assets M EE 17,490 16,784
Non-current assets EREEE 134 31
Current liabilities UEJR=NE (101) (35)
Revenue Wz 1,125 1,849
(Loss) Profit and total comprehensive F R (E518) @ F R 2 H
(expense) income for the year (M%) We=1aza (743) 861

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

23. R—EEELENER B
B BRI ERD RS A MR
AN OCERRNETENY

23. INTEREST IN A JOINT VENTURE (continued)

Reconciliation of the above summarised financial

146

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

B :

2017 2016

—E—tHF ZE—RF

HK$’000 HK$'000

FHET FHBT

Net assets of the joint venture BEDNENEEFE 17,523 16,780
Proportion of the Group’s ownership AEBENE SN

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

interest in the joint venture M EREE 8,586 8,222

24. INVENTORIES 24. &
2017 2016
—E—+tF AN

HK$’000 HK$’000

FHET FHT

Raw materials R AR 110,618 76,953

Work in progress TS 12,614 29,754

Finished goods ZUAY 44,660 30,026

167,892 136,733
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

25. TRADE AND BILLS RECEIVABLES 25 BESREWFIEREKRE

2017 2016

—E—+tH —ET—RF

HK$°000 HK$’000

FHERT FET

Trade receivables E 5 W IR 741,225 840,021
Less: allowance for doubtful debts & : REEEE - (2,213)
741,225 837,808

Bills receivables U = 46,104 41,821
787,329 879,629

The Group allows a credit period of 90 days to its trade REEBRTFEHEFOOBWEER -
customers. The following is an aged analysis of trade and AR BRHREEIARIZ = 3 H (304
bills receivables net of allowance for doubtful debts Kz TERBE) 225 % 5 el im
presented based on the invoice date at the end of the MEWEZEE (1B RERE) BR®BR S

reporting period, which approximated the respective T o

revenue recognition dates.

2017 2016

—E—+F —E—RF

HK$’000 HK$’000

FET FET

0-90 days 0%90H 678,558 764,200

91-180 days 91E180H 38,776 73,792

181-365 days 181 £ 365 H 20,888 12,198

Over 365 days 365 B 49,107 29,439

787,329 879,629
Before accepting any new customer, the Group assesses REMTMFRLR » NEBF(EE
the potential customer’s credit quality and defines credit ERFEESERASKEFLFETEERE
limits by each customer. Limits attributed to customers [REE - MBPIRENERETFEZ—
are reviewed once a year. The trade and bills receivables Koo B A RENE 5 EW R IE
that are neither past due nor impaired have the best MEREREAEBTREBERESRS

credit quality assessed by the Group. BHEx-
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

25. TRADE AND BILLS RECEIVABLES (continued) 25. EZBWRFHIEREWEE (&)

Included in the Group’s trade and bills receivables AEEE FEWFIE K EWE R &S
balance are debtors with aggregate carrying amount of BIERIRME108,771,0008 L (= F
HK$108,771,000 (2016: HK$115,429,000) which are — 784 1 115,429,00078 ) Rl & A
past due as at the reporting date for which the Group HE @ HMIE  EASE N EIEL
has not provided for impairment loss. The Group does EDREEERERE - NEBIWERLLL
not hold any collateral over these balances. ZFIEFE B A -

Ageing of trade receivables which are past due but SRR ENE 5 EWRRERER

not impaired

2017 2016
—E—+tH& —E—RF
HK$’000 HK$’000
FHET FET
91-180 days 91 £ 180 H 38,776 73,792
181-365 days 1812 365 H 20,888 12,198
Over 365 days 365 B LA £ 49,107 29,439
Total @t 108,771 115,429
Movement in the allowance for doubtful debts RERIBEEE
2017 2016
—E—tHF ZET—RF
HK$’000 HK$'000
FHET FET
1 January —H—H 2,213 2,342
Amounts written off as uncollectible £ N EI O == e (2,297) -
Exchange difference e =5 84 (129)
31 December +=-A=1+—H - 2,213
Included in the allowance for doubtful debts are REBESRER_ZE—XRNE+_HA
individually impaired trade receivables with an aggregate =+ —B#45 52,213,000 7T &
balance of HK$2,213,000 as at 31 December 2016 of AREBSERTE  MEBEKAMR
which the debtors were in financial difficulties and were ABT R 2 AN EE sy -

written off in the current year.
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

26. OTHER RECEIVABLES, PREPAYMENTS 26. HttEWRE AARERE

AND DEPOSITS =
2017 2016
—ZE—+F —E—REF
HK$°000 HK$'000
FER FHT
Receivables from disposal of & BB N B A FE I FRIE
subsidiaries 9,341 42,720
Trade deposits to suppliers T FHEREEFH
and customers B %E 10,169 10,467
Prepayment for material purchase EEREMEATE ZIE 17,372 7,055
Staff advances BT #K 2,818 3,408
Rental, utility and sundry deposits e  2ArEEES 3,615 2,950
Tax receivables FENLHS IR 4,441 1,204
Others H 8,806 747
56,562 68,551
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For the year ended 31 December 2017 EZE—=

27. AMOUNTS DUE FROM RELATED COMPANIES/ 27. FEWWEEEF 7

AMOUNTS DUE TO NON-CONTROLLING
INTERESTS OF SUBSIDIARIES

(@) Amounts due from related parties:

(b)

—tFEFTA=+—HILHFE

RIE PRSI D

EE2:3°¢ £5 508t

() FEWBEAESLRE

Maximum amount
outstanding during

the year ended
2017 2016 31 December 2017
BZ2-E—+tF
tZA=t-H
IEFE R &
—E—tfF — " EEERLE
HK$000  HK$'000 HK$'000
THET FET TET
Names of the related parties  EEF £
KERRIRRERHERAF KEREORZERD
(Masterwork Machinery BRAE(RERED)
Co., Lid.) ("Masterwork’) (i 13,461 12,36 13,461
Changde Jinpeng (i) =L () 5,324 6,806 6,806
Total fst 18,785 19,042

(i)

Masterwork is controlled by a director of the Company
and is therefore a related party of the Group. The balance
is non-trade in nature in relation to deposits for property,
plant and equipment, unsecured, interest-free and
expected to be settled within 12 months from the end of
the reporting period, except for that HK$3,595,000 (2016:
HK$3,332,000) was trade nature for sales of cigarette
packages with ageing over 365 days based on the
invoices dates.

Changde Jinpeng is an associate of the Group and is
therefore a related party of the Group. The balance is trade
nature for sales of cigarette packages with ageing over
365 days based on the dates of delivery of goods. The
balance is unsecured and interest-free with credit period
of 90 days.

Amounts due to non-controlling interests of
subsidiaries:

The amounts are unsecured,

interest-free and

repayable on demand.

(i)

(b) FEFNHMEA

=)

TREE
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

28.

29.

STRUCTURED DEPOSITS

As at 31 December 2017, the structured deposits were
issued by a bank in the PRC. The structured deposits are
with expected rates of return (not guaranteed) at 3.0%
per annum, depending on the market price of underlying
financial instruments, including government bond, central
bank bills, debentures and other financial assets.

As at 31 December 2017, the Group has the rights to
redeem the structured deposits at any time with prior
notice.

The structured deposits are designated at FVTPL on
initial recognition as they contain non-closely related
embedded derivatives. The management of the Group
considers the fair values of the structured deposits, which
are based on the prices provided by the counterparty
banks which represented the prices they would pay to
redeem the deposits at the end of each reporting period,
approximate to their carrying values at the same day.

PLEDGED BANK DEPOSITS/BANK
BALANCES AND CASH

Bank balances carry interest at market rates which range
from 0.001% to 0.35% (2016: 0.001% to 0.35%) per
annum. The pledged bank deposits carry fixed interest
rates which range from 0.30% to 1.55% (2016: 0.001%
to 4.35%) per annum. Pledged bank deposits represents
deposits pledged to banks to secure banking facilities of
bills payables granted to the Group. The pledged bank
deposits will be released upon the settlement of relevant
bills payables.

28.

29.

EBMETER
R_E—+E+-A=+—0 &%
MEFERBAPE—BRITET - EEH
FREOEEHRE (W ERE) BRFE
3.0% RTHEBLr T AE(BEBRMT
BEH - RITEE ERIREMSRE
BE)NMEME °

RZE—+F+-_A=+—H" &
EEEEBERELTELBNEE
O B METFER o

HREBEFEAESLIETER
WIRAROTE LA - SN 16 #E R
RiIEEREANBEFARD X
SEEEEBRR  BREFRNA
SABEAEF T RITE A ER (A
ZFRITHNEREHRERFR
PR TROERS) RERE - SUEERF
e REEES -

CIEBBRITER BRITEHK
R
RITEEBRF A E N F0.001% £ 0.35%
(ZZ—7RF 0.001%E0.35%) - B
ERBITFROENENF0.30% 2
155%( = T — X F£:0001%%
4.35%) - EEMBRITFRIECERT
RITUAERRENERE TAEED
BITHENTR - BEIFRITFERE
PREBE RN RIRRRR -
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

29. PLEDGED BANK DEPOSITS/BANK 29. CIEBERITER RITERK
BALANCES AND CASH (continued) BEE)
The Group’s pledged bank deposits, bank balances and NEEEBEENDEEEUINGE
cash that are denominated in currencies other than the MAENAEBEEEFRITFER B
functional currency of the respective group entities are THES LIRS RO -

stated below:

2017 2016

—E2-tF —TRF

HK$’000 HK$’'000

FHET FAET

HK$ T 26,684 13,675

United States Dollars (“‘US$”) E7T 3,117 -

European Dollars (“EUR”) BT 51 -
30. TRADE AND BILLS PAYABLES 30. ESENFERENSE

2017 2016

—E2-tF ETRF

HK$’000 HK$’000

FET FH&TT

Trade payables g S EMN R 261,156 307,583

Bills payables ANES 4,208 5,577

265,364 313,160
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For the year ended 31 December 2017 EZE ==

—tFETA=+—HLHFE

30. TRADE AND BILLS PAYABLES (continued) 30.
The following is an aged analysis of trade and bills
payables presented based on the invoice date at the end

31.

of the reporting period.

BZEMNR

SRR

ST INESAC )
ATARBERRRERAH2TIE
A R B E B BRE AT o

2017 2016

—E—tF ZE-RF

HK$’000 HK$'000

FET FHT

0-30 days 0Z230H 175,398 188,195
31-90 days 312 90H 73,409 113,295
91-180 days 91 £ 180H 12,654 8,844
181-365 days 1812365 H 3,570 2,577
Over 365 days 365 B A 333 249
265,364 313,160

The credit period on purchases of goods ranges from 30
days to 180 days. The Group monitors and maintains a
level of cash and cash equivalents sufficient to ensure

HZMH -

BEBYNEEHNFRI0HZE180
AREERERERENRE
MR HEER  UHRMEEMNK

that all payables are within the credit timeframe. HREEHAA -

OTHER PAYABLES AND ACCRUALS 31. HtEAREBERETERA
2017 2016
—E—tE —E—XE
HK$’000 HK$’000
THERT TET
Other tax payables HAth e 718 62,670 64,958
Other payables and accruals HEMENRmE L ETER 17,243 28,850
Salary payable ANE i 14,256 18,445
Construction payables FETFREAFRIR 17,774 14,281
Government grants B = 2,668 2,473
Advanced from customers PYSES=EE N 857 985
Deposits received from suppliers B HEmEZS 71 79
115,539 130,071

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

32. PURCHASE CONSIDERATION PAYABLE

32. RUBEEMEAXNBENRE

FOR ACQUISITION
2017 2016
—B—tF ZZT—KF
HK$’000 HK$'000
FET FH&T
Purchase consideration payable HUEEEIBMAXN
for acquisition (note 37a) BERE(ME37a) 21,704 -
Contingent consideration payable JERT S AKRE 1,144 -
22,848 -
Analysed as: DT
Current TED 11,103 -
Non-current ERE 11,745 -
22,848 -

Purchase consideration payable for acquisition is initial
consideration payable, unsecured and interest-free.

Contingent consideration that would be payable if
acquired business achieves its respective base year
turnover and profit after tax during the designated periods
of time.

The fair value of contingent consideration payable at initial
recognition was HK$1,100,000 which is based on the
valuation performed by the management of the Group to
the best of their estimation. The fair value change for the
contingent consideration payable is insignificant during
the year. Details of fair value measurement is set out in
note 40.
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

33. BANK BORROWINGS 33. /ITEE
2017 2016
—F—tF ZE—KF
HK$’000 HK$’000
FET FHT
Bank borrowings comprise: RITEEBRE
Secured BHEH 101,110 112,195
Unsecured Ei T 577,056 565,615
678,166 677,810
Carrying amount repayable: JERTBRTEE :
Within one year —FR 621,916 419,562
More than one year, but not A —FERMEA
more than two years 37,500 150,570
More than two years, but not BBMEERAFERN
more than five years 18,750 97,393
More than five years FFELAE - 10,285
678,166 677,810

In respect of a bank loan with a carrying amount of
HK$65,143,000 as at 31 December 2017, the Group is
intended to dispose the securities of aforementioned
bank loan within twelve months as described in note 11.
Upon the initiation of the disposal, the directors of the
Company informed the lender and commenced a
renegotiation of the terms of the loan with the relevant
banker. As at 31 December 2017, those negotiations had
not been concluded. Since the lender has not agreed to
waive its right to demand immediate payment upon the
disposal, the loan has been classified as a current liability
as at 31 December 2017. In any event, should the lender
call for immediate repayment of the loan upon the
disposal, the directors of the Company believe that
adequate alternative sources of finance are available to
ensure that there is no threat to the continuing operations
of the Group.

RN E—t+F+-_A=+—BE@A
{B/465,143,0008 CHRITERM S -
NEBBIZMF 1 FTRER+ =@ A
W E FMIRITERNERR - KB
FIEEEIHEE  AREEBEABANE
RAVEEERITEEERER - B
—E—+F+-A=+—H BE®T
EM AT - HRERATREME
HRHEEHEETRHERINERD
EX - BREREEARA-T—tF
TZA=+—HHRDHEE EEM
BRT  WERARLESHEEITR
TRVAEZEER  ARREZHEE
BERHZEESHREBRRTIBAE
REBRIFELE -
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For the year ended 31 December 2017 HZ2—Z—+F+_A=+—HILFE

33. BANK BORROWINGS (continued) 33. IRITEE (&)

2017 2016
—E—+tH& —E—RF
HK$’000 HK$’000
FET FH&T

Breakdown of the bank borrowings:  $R1TIE &S %
Fixed-rate borrowings EBEE 17,984 55,563
Floating-rate borrowings FEEE 660,182 622,247
678,166 677,810

The Group’s floating-rate borrowings are mainly subject
to interest in a range at 100% to 110% of RMB
Benchmark Loan Rates issued by the People’s Bank of
China, Loan Prime Rate issued by the National Interbank
Funding Center of the PRC and Hong Kong Interbank
Offered Rate (“HIBOR”) in a range at HIBOR plus 1.8% to
3.3%. The effective interest rates on the Group’s bank
borrowings are as follows:

AEBTREEXIZRDEARRT

EHOARBERELEFEEE100%
£110% * FEZERITE R EFEF
DEAHNERERFNEREFBRITH
EIRBIM1.8%E3.3%FE - K&
IRITEENERFENT

2017 2016

—E—tF —E—RF

Fixed-rate borrowings EEEE 4.4% 10 7.0% 4.4%1to & 5.6%
Floating-rate borrowings FEEE 21% t04.8% 2.0%to = 5.6%

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

AEEAEBEE BRI EEE I
WEMHENRITEERT

2017 2016

—ZE—tF TE—REF

HK$°000 HK$’000

FExT TET

HK$ BIT 588,248 588,910
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

34. GOVERNMENT GRANTS

34. BFHBI=

2017 2016

—E-tF T RF

HK$°000 HK$’000

FHET FHT

Arising from government grants: REBNREEE

Current liability nBEaE 2,668 2,473
Non-current liability ERBEE 34,441 34,396
37,109 36,869
In 2016, the Group received a government subsidy of MR-ZZT—RF  AEEGRKEREY
HK$2,912,000 towards the cost of acquisition of ¥ MEMREGBEANRKE  EE
property, plant and equipment in the PRC. The amount BT B £ 2,912,000 T © sZ 5K EH
has been treated as deferred income. The amount is VEELWA  WiREHERFED
transferred to income in the form of reduced depreciation WA ERIHEAERZ WA - ZIK
charges over the estimated useful lives. This policy has REPNFEMERILA 2,577,000 7T
resulted in a credit to income in the current year of (ZZF—/N4F : 1,686,00087T) « A=
HK$2,577,000 (2016: HK$1,686,000). As at 31 Z—+H+-_A=+—"H &%
December 2017, an amount of HK$37,109,000 (31 37,109,000 T(—Z&E —XF+ = H
December 2016: HK$36,869,000) remains to be =+—H : 36,869,000/8 7T ) A A o

amortised.

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

35. DEFERRED TAX LIABILITIES 35. EELEBBEEE
For the purpose of presentation in the consolidated IEAMBERAKRENMS  &ETIE
statement of financial position, certain deferred tax assets EHTEEERABEBERD Y -

and liabilities have been off set.

The following are the major deferred tax liabilities UTAERARFENBEFENEHER
recognised and movements thereon during the current TEREREFMIBAEUREEE)

and prior years:

Undistributable
profits of
Intangible subsidiaries/ Government
assets associate grants Total
il PNVe
BENRN
BREE AP EaR BRwse EH
HK$'000 HK$'000 HK$'000 HK$'000
TAL THER THET ThEL
At 1 January 2016 R=Z- F—A—H 35,302 48,505 (5,666) 78,141
(Credit) charge to profitorloss (3t A) 4K 183 (5,664) 16,301 184 10,821
Reversal upon payment RN EEE - (14,824 - (14,824)
Exchange differences EAEE (16) (2,740) 48) (2,804)
At 31 December 2016 RZE—RE
+-A=1+-H 29,622 47,242 (5,530) 71,334
(Credit) charge to profit orloss ~ (5f A) il B4 (5,386) 15,986 387 10,987
Reversal upon payment SRR dEl - (29,450) - (29,450)
Exchange differences ERER - 2,685 (429) 2,262
At 31 December 2017 A 3
+=R=1+-AH 24,236 36,463 (5,566) 55,133
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36. SHARE CAPITAL 36. R4
Number of Nominal
shares value
B8 B H{E
HK$’000
FET
Authorised: JERE -
Ordinary shares of HK$0.005 each &A% E & 0.005 7 7T K & 5@ A%
At 1 January 2016, RZZE—RF—H—H"
31 December 2016 —E-RFE+A
and 31 December 2017 =t-BRZT—+%F
+=—A=+—H 10,000,000,000 50,000
Issued and fully paid: ERITRHE :
Ordinary shares of HK$0.005 each & A& EI{E 0.005 7% JT &) L 38 %
At 1 January 2016, RZE—R"F—H—H8"
31 December 2016 —E-RF+=A
and 31 December 2017 =+—AR=-ZE—+%F
+—-—A=+—H 1,567,884,634 7,839

37. ACQUISITION OF A SUBSIDIARY/
ADDITIONAL EQUITY INTEREST
(@) Acquisition of a subsidiary (a)

On 16 May 2017, the Group has entered into Sales
and Purchase agreement (the “Agreement”) with an
independent third party for an acquisition of 70% of
the equity interests of )T & BBV F R G R A A
Jiangsu HY-Link Science & Technology Co., Ltd
(“diangsu HY”) for the consideration of
RMB44,982,000 or RMB46,410,000, subject to the
financial results of Jiangsu HY for the years end 31
December 2017 and 2018. This acquisition has
been accounted for using the purchase method.
The amount of goodwill arising as a result of the
acquisition was HK$11,781,000. Jiangsu HY is
engaged in the manufacture of RFID products.
Jiangsu HY was acquired so as to improve the
technique of smart packaging to cater for
increasingly competitive environment of traditional
packaging industry. The acquisition was completed
on 1 July 2017.

37. WE— BB AR, EIRA
s

WEE— BB AR
R-_TE—+FRA+TH K&
HE—ZBUE=FINEEW
& ([ZpE])  RABEEATL
EEEYMFRERAR AR ([MIE
BEMF ) MT70 %IE - RE
A ANREE 44,982,000 TTE A B
46,410,000 7T + BURA T &1 B 18
MFHE_ZE—+FR_FT—N
F+-A=1+—HULEFENTE
¥E R~EWEFEEKRAEE
EANRR  AEE SRR R
25 %511,781,0008 7T ° T &
HIEMFREFEHRNNERRE
7% o WHEIIHBEYTE TN
ZEHBEENRNAESERE
EITEHZHARUHBEFIRIE - I
BEEXR-_ZE—tFLtA—H=
W o
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37. ACQUISITION OF A SUBSIDIARY/
ADDITIONAL EQUITY INTEREST (continued)

(@) Acquisition of a subsidiary (continued)

For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

37. WE—EKMB LR FEIRAK
e

(a)

WiE—REE LR (E)

Consideration transferred FrEZENRE
HK$'000
THL
Cash RE 30,500
Deferred consideration EERE 20,866
Contingent consideration arrangement sl ARABLHE 1,100
Total K5t 52,466

In accordance with the Agreement, the total
consideration to be settled by the Group was
composed of committed consideration of
HK$51,366,000 and contingent consideration of
HK$1,599,000. The put option to request the seller
to buy back all or part of equity interests of Jiangsu
HY would be exercised by the Group in case the
acquired business could not achieve the respective
base year performance during the designated
periods of time. The fair value of put option is
insignificant at initial recognition.

The fair value of the contingent consideration
payable of HK$1,100,000 as at 1 July 2017 was
estimated by the income approach and based on a
discount factor of 4.75%.

Acquisition-related costs amounting to HK$534,000
have been excluded from the consideration
transferred and have been recognised as an
expense in the current year, within the other
expenses line item in the consolidated statement of
profit or loss and other comprehensive income.
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

37. ACQUISITION OF A SUBSIDIARY/
ADDITIONAL EQUITY INTEREST (continued)
(@) Acquisition of a subsidiary (continued)
Assets and liabilities recognised at the date of
acquisition is as follows:

37. WHE—REKB AR, FEIMNRA
= E)

(a)

Wi — BB LR (E)
RS B BRRNEERBEN
I

HK$’000
T
Non-current assets REEEFE
Property, plant and equipment ME - W= NEE 34,667
Deposits for property, plant and equipment #1% - B M ERENIRS 1,711
Current assets REEE
Inventories PEN=Y 18,365
Trade and bills receivable B 5 e IE & R R 5 12,788
Other receivable, prepayments and deposits E fth fels 7118 « BN I8 K igs 11,594
Bank balances and cash RITEB LIRS 1,987
Current liabilities REBEE
Trade and bills payable B 5 RN IE R EN B (12,305)
Other payables and accruals HAth pe 518 R T E A (2,090)
Amount due to a shareholder FE —Z AR R A (2,831)
Bank borrowings RITEE (5,764)
58,122
Goodwill arising on acquisition WiEmHENEE HK$’000
T
Consideration transferred Frag g E 52,466
Plus: non-controlling interests o RS QL& EM T
(30% in Jiangsu HY) (Note) 30% #Ea ) (P E) 17,437
Less: net assets acquired B FTE B E S E (68,122)
Goodwill arising on acquisition AU g KR 2 11,781

Note: The non-controlling interests (30%) in Jiangsu HY
recognised at the acquisition date were measured by the
reference to the non-controlling interests’ proportionate
share of the fair value of net identifiable assets of Jiangsu
HY at that date.

BEE - pOUE B TR T ARES B 1) T SR 1R A

5 (30%) JI 2 B IR s T &R B EY)
FREBNABAFEERABEMGL
PIEtE -

2017EEEHRE BHIEREBERAR]
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

37. ACQUISITION OF A SUBSIDIARY/
ADDITIONAL EQUITY INTEREST (continued)

(a)

(b)
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Acquisition of a subsidiary (continued)

37. WE— BB AR, EIRAE

e

(a)

WiE— BB LR (E)

Net cash outflow on acquisition of Jiangsu HY Wi IH B EYFHNRERE FE HK$’000
FAT
Cash consideration paid IR EeRE 30,500
Less: cash and cash equivalent balances acquired i : PTUREIR & MIRE& SETE B 456 (1,987)
28,513

Acquisition of additional equity interest in a
subsidiary

In August 2017, the Group entered into an
agreement with a shareholder of Xiangyang
Jinfeihuan Colour Packing Co., Ltd ZEF&RIRT &
B3 B[R A 7 (“Jinfeihuan”), a non-wholly owned
subsidiary of the Company, to acquire the remaining
20.4% equity interest at a consideration of
RMB8,664,000 (equivalent to approximately
HK$9,778,000). The consideration on acquisition
was paid in cash. An amount of HK$8,369,000
(being the proportionate share of the carrying
amount of the net assets of Jinfeihuan) has been
transferred from non-controlling interests. The
difference of HK$1,409,000 between the decrease
in the non-controlling interests and the consideration
paid has been debit to other reserves.

(b)

Wi — BB A R EE N R AR
R

RZE—+FNA AEEEAK
NEERENB AR ERERIR
FEREARAR([&RIR]) —
BRRET L BREARK
8,664,000 7T (18 E 7 479,778,000
BT ) B 842 T 20.4% AR #E - UL
BREUNBRE 2N BH
8,369,000/ 7T (A& MR FEE
FREEFTE B B FRIBE 5
B o FEIERE R
WEEEENREMNERNERE
1,409,000 7T E B A E b & 1 o
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38.

39.

RETIREMENT BENEFIT PLAN

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

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

The total expense recognised in profit or loss of
HK$11,117,000 (2016: HK$9,442,000) represents
contributions paid or payable to these plans by the Group
at rates specified in the rules of the plans.

CAPITAL RISK MANAGEMENT

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

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

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

38.

39.

EBARERGE
rEBABEEMESERKERZ NS
flEAEeEE - FrEEEHAEE
BEIDHARE  THEFSAEENE
B AEEMEEREAEH
FHERATBIBES5% s, 1,500%8 T » &
EEEHABEH-N -

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

ERERERNBHAT11,117,000/%8
(T —75%F 1 9,442,000 7T ) 35 A
S E R 2R RIFT ARt R Mt F 5T
EIEEH S ZBIEH MBI R

EXERBEE
AEBMERHER - ARRAEED
ERANRELCE  WEBBLES
R R AAE SRR
Ho BEREUR  ALENEBER
BT -

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

ARPESTTEHELEARNRE - ER
HEZHN—F D ARAREEFEEE
BARRA N BE BRI E AR R o
AEESREBESNEE  BBEXHN
BB~ BEITHRA RBITHE S HE
B3R A BB T LR EANE -
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

40. FINANCIAL INSTRUMENTS

a.

40. €M T H

Categories of financial instruments a. SERIAEMNE?
2017 2016
—B—tF ZZT—KF
HK$°000 HK$'000
FERT FET
Financial assets cRMEE
Loans and receivables (including BN EIWZIE (BEE &
cash and cash equivalents) FIR&EEIER) 1,119,680 1,164,641
Structured deposits HEHUER 7,193 -
1,126,873 1,164,641
Financial liabilities SREE
FVTPL BAREBEFABR 1,144 -
Amortised cost HSHRCAR 1,003,099 1,056,400
1,004,243 1,056,400

Financial risk management objectives and
policies

The Group’s major financial instruments include
trade and bills receivables, other receivables,
amounts due from related parties, structured
deposits, pledged bank deposits, bank balances
and cash, trade and bills payables, other payables,
purchase consideration payable for acquisition,
amounts due to non-controlling interests of
subsidiaries and bank borrowings. Details of the
financial instruments are disclosed in respective
notes. The risks associated with these financial
instruments include market risk (currency risk and
interest rate risk), credit risk and liquidity risk. The
policies on how to mitigate these risks are set out
below. The management manages and monitors
these exposures to ensure appropriate measures
are implemented on a timely and effective manner.
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40. FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk

b.

U

Currency risk

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

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

40. €M T H (%)
b. £REARESENEERRE(Z)

WS AR

(i)

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

RS BIR - ANEE AN
HENEEEENREKAE
BREENT

2017 2016
—EF—tF ZZE—KF
HK$’000 HK$’000
FHBT FET
Assets BE
HK$ BT 36,733 56,591
Us$ ETT 8,488 -
EUR BT 51 -
Liabilities =L
HK$ BT 589,669 589,736
2017EEEHRE BHIEREBERAR]
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40. FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

b.

(i)

Currency risk (continued)

Sensitivity analysis

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

The following table details the Group’s
sensitivity to a 7% (2016: 6%) increase and
decrease in the RMB against HKS,
respectively. 7% (2016: 6%) sensitivity rate
represents management’s assessment of the
reasonably possible change in foreign
exchange rates. The sensitivity analysis
includes only outstanding foreign currency
denominated monetary items and adjusts their
translation at the end of the reporting period
for a 7% (2016: 6%) change in foreign currency
rates. The sensitivity analysis includes bank
balances, receivables or payables and bank
borrowings denominated in a currency other
than the functional currency. A positive number
below indicates an increase in post-tax profit
where RMB strengthens against HK$. For a
7% (2016: 6%) weakening of RMB against the
HK$, there would be an equal and opposite
impact on the profit.

40. €I H (%)
SHERSENEEREE (&)

b.

mISER(E)

(i)

B (&)
BURE DT
REEFZAZBTEER

B o

TREFNARELATAE
REET%( T — N F
6%) MIER T » NEBERSK
RREDH - URELLET%
(ZE—RF:6%)REE
B INEE R L BA
BETE - IREDTER
FELAMNESHER R EEEY
HE THRREHRRIZT%
(ZZ—NF :6%) HMNEE
EEBRABERE - FURE
DI BIERITEE - BUK
BREMRERRITEE
(AThRE B HE DASN Ry R E 51
B) > T EHERRARE
HAETTHER  BRE&EF
AL - AR AT
BET%( =T — X F:
6%) * K EF B FEER

B 488
rE°

2017 2016
—E—tF —T—RF
HK$’000 HK$’000
FHERT FHET
Profit for the year F B A
HK$ PETT 29,029 23,992

Note: This is mainly attributable to the net exposure to
outstanding bank balances, receivables, payables
and bank borrowings in HK$ at end of the reporting
period.
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40. FINANCIAL INSTRUMENTS (continued)
Financial risk management objectives and
policies (continued)

Market risk (continued)

b.

(i)

Interest rate risk

The Group is exposed to cash flow interest rate
risk in relation to variable-rate bank balances
and bank borrowings (see notes 29 and 33
respectively). It is the Group’s policy to keep its
bank borrowings at floating rate of interests so
as to minimise the fair value interest rate risk.
The Group’s cash flow interest rate risk is
mainly concentrated on the fluctuation of Hong
Kong Interbank Offered Rate arising from the
Group’s HK$ denominated bank borrowings.

The Group’s fair value interest rate risk relates
primarily to its corresponding fixed-rate
pledged bank deposits and bank borrowings
amounting to HK$5,455,000 (2016:
HK$6,731,000) and HK$17,984,000 (2016:
HK$55,563,000) respectively. The
management will consider hedging significant
interest rate exposure should the need arise.

Sensitivity analysis

The sensitivity analysis below has been
determined based on the exposure to interest
rates on variable-rate bank borrowings. The
analysis is prepared assuming the variable-rate
bank borrowings outstanding at the end of the
reporting period were outstanding for the
whole year. As the management considers the
exposure to interest rate risk in relation to bank
balances is insignificant due to the low level of
bank interest rate, bank balances are excluded
from sensitivity analysis. A 100 basis points
(2016: 100 basis points) increase or decrease
is used and represents management’s
assessment of the reasonably possible change
in interest rates.

40. €I H (&)
SHERESENEEREE (&)

b.

mISER(E)
(i) FIFEmER

2017 FERE

AEEMEERSRE N E
Rk E BEZ BIRITEHRK
RITIEE (9 B R EE29 &
33)EH - REEMBURA
BEHIBITERMNEREF
B UREREALEET
LR - AEBHRSRE
FEREBREEEFNAEE
LB TTRHERITIEENES
SRITRIEREFIR L -

REERN AR BEMNERR
TEZHEEEETEEXRER
HIRITERRBITEE
B - o 5l A5,455,0007% 7T
—Z— /X4 1 6,731,000
7T ) }. 17,984,000 7T ( —
T — /X F 1 55,563,000
L)  BEEERRLERE
B R ERFIRER

—~

BURE DT

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

BB AR AR
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For the year ended 31 December 2017 EZE—=

40. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and

policies (continued)

Market risk (continued)

(i) Interest rate risk (continued)
Sensitivity analysis (continued)
If interest rates had been 100 basis points
(2016: 100 basis points) higher/lower and all
other variables were held constant, the
Group’s post-tax profit for the year ended 31
December 2017 would have decreased/
increased by HK$4,951,000 (2016:
decreased/increased by HK$4,667,000). This
is mainly attributable to the Group’s exposure
to interest rates on its variable-rate bank
borrowings.

Credit risk

As at 31 December 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 amount of the respective recognised
financial assets as stated in the consolidated
statement of financial position.

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

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

—tFEFTA=+—HILHFE

40. €I H (%)

b.
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40. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and
policies (continued)

Credit risk (continued)

The Group has concentration of credit risk as 20%
(2016: 23%) and 43% (2016: 60%) of the total trade
receivables was due from the Group’s largest
customer and the five largest customers
respectively within the printing of cigarettes
packages segment. The Group is also exposed to
the concentration on geographic segment of the
PRC. At 31 December 2017, approximately 99%
(2016: 95%) of the Group’s trade and other
receivables are arising from counterparties whose
principal place of operations is the PRC.

Liquidity risk

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

The Group relies on bank loans as a significant
source of liquidity. As at 31 December 2017, the
Group has available unutilised bank borrowings
facilities of approximately HK$483,868,000 (2016:
HK$378,913,000).

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

—tFETA=+—HLHFE

40. €I H (&)

b.

20176 EEHRE &

EREMEENBEERBEK(E)

EERK(E)
HRAEEE S EKFEEEE
Eon%(:;: — N 1 23%) &
43% (—ZF—755F 1 60%) 7 B3k
BAEEEERE R IR
AREERAARFE  ALAEE
AZEREERR - zv:%@m%
R o ERERENRR
R-_ZT—+tF+=-fA=+—8"
RNEBBHIYB( =T — XN F:
95%) B B 5 K EL b FE W3R IE 2K
BUFEAETBEEMENTS
o

RBEERER
/\M}E/m@ﬁﬂi H;r $§§@
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=t+—H  AEBEAEEHEE
HARTEHEEREDN A
483,868,000 7L (= F — /N F ¢
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40. FINANCIAL INSTRUMENTS (continued) 40. ST HE %)
b. Financial risk management objectives and b. SREAREENEEZERBE(E)
policies (continued)
Liquidity risk (continued) nREBESRR ()
The table includes both interest and principal cash XBBENBELASHESRE -
flows. To the extent that interest flows are floating WF BB ZE =R - B RHFIE
rate, the undiscounted amount is derived from SRR E RN R ERT
interest rate at the end of the reporting period. 5o
Liquidity tables REER XK
Weighted ~ On demand Total
average or less undiscounted Carrying
interest rate than 1 year 1-2years  over2years cash flows amounts
nE BERE S
THRE -En -ERERN BERE  REAE REE
% HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
TR TR TERT TER TR
2017 —B—tf
Non-derivative financial JE{T4£E&BEE
liabilities
Trade and bills payables & 5 FEf 508 %
ENEE - 265,364 - - 265,364 265,364
Other payables HifENFIE - 32,882 - - 32,882 32,882
Amounts due to ERHERR
non-controlling interest  3E2IE % FUE
of subsidiaries - 4,983 - - 4,983 4,983

Purchase consideration  FLUEEZIBFTE
payable for acquisition ~ TIEEERE

— amortised cost — BHRR 4.75 11,103 11,103 - 22,206 21,704
— FVTPL —BRAEE
HABR 4,75 - 1,198 - 1,198 1,144
Bank borrowings BIEE
— floating rate — FEAR 3.58 627,570 39,514 19,421 686,505 660,182
— fixed rate — EEFR 5.18 18,915 - - 18,915 17,984
960,817 51,815 19,421 1,032,053 1,004,243
2016 —E-RE
Non-derivative financial J{TESREE
liabilities
Trade and bills payables & 5 FEf 708 %
S - 313,160 - - 313,160 313,160
Other payables HiERFE - 61,655 - - 61,655 61,655
Amount due to BN —HHBAR
non-controlling interest  ZEIZARIERFUE
of a subsidiary - 3,775 - - 3,775 3,775
Bank borrowings FITIEE
— floating rate — FEH= 3.18 383,765 158,773 113,982 656,520 622,247
— fixed rate — BEEF =R 4.38 57,996 - - 57,996 55,563
820,351 158,773 113,982 1,093,106 1,056,400
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40. FINANCIAL INSTRUMENTS (continued) 40. TRIT R (%)

C.

Fair value measurement of financial
instruments

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

Some of the Group’s financial assets and financial
liabilities are measured at fair value at the end of
each reporting period. The following table gives
information about how the fair values of these
financial assets and financial liabilities are
determined (in particular, the valuation techniques
and inputs used).

c. ETMIAMNAIABEE

FEEUEEMEERAREE
AERNERMEERERMABEND
REE
AEEETEMEELRERAE
DRERERRZ A EER
- MREHREHONETHF
TREENREBBENAAEE
MER(CERMBMBETER
BARIE)

Valuation
Fair value technique and Significant
Fair value hierarchy key inputs unobservable input
Dl RMEEESR HEERBERBARE EATTBRGARE
Financial asset
THEE
Structure Deposits As at 31 December Level 3 Discounted cash flow — Future Estimated return (Note 1)
2017: HK$7,193,000 cash flow are estimated based
on estimated return, and
discounted at a rate that
reflects the credit risk of
various counterparties
BRILER RIZ—+F £=E MEREN - ARRERDRE  HHER(NE1)
TZA=+-R: SRR MRS FHRR A
7,193,000/ RRARHTHEERR
GLEST
Financial liability
eRAR
Contingent As at 31 December Level 3 Discounted cash flow method was ~ Discount rate of 4.75%
Consideration payable  2017: HK$1,144,000 used to capture the present value  (Note 2) Probability of
of the expected future economic ~ achieve performance
that will flow out of the Group requirement of 70%
arising from the contingent
consideration, based on an
appropriate discount rate
ANEENSE] RZZ—1F £=E RAMERERARAENERX  TEERAT5%(H5E2)
+-A=1+-R: EERRIAREMRLARE EIRAEROHEEX
1,144,000 HERAAREENGERE R70%
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

40. FINANCIAL INSTRUMENTS (continued) 40.
c. Fair value measurement of financial
instruments (continued)
Fair value of the Group’s financial assets and
financial liabilities that are measured at fair
value on a recurring basis (continued)

Notes:

1. The higher the estimated returns, the higher the fair value,
vice versa.

2. An increase in the discount rate used in isolation would

result in a decrease in the fair value measurement of the
contingent consideration, and vice versa. A 5% increase in
the discount rate holding all other variables constant would
decrease the carrying amount of the contingent
consideration by HK$3,000.

Reconciliation of Level 3 fair value measurements

£RTHR %)
c. SWMIAMAARBMEIEE)

FEBUEEMEERAREE
AENERMEERERMBEND
REEGE)

FAE -

1. fAEtEfEs AAEERR K
Z IR -

2. BEEANTER LA BEREA
RENAABEAETK  R2T
R PTBE L% MATE H b
HERTE  BLARENERET
B 3,000 7T °

F=EAAEETENGR

Structured

deposits

EBMEER

HK$’000

FHET

At 1 January 2017 RZT—+F—H—H -
Purchase of structured deposits BEEBMETN 1,094,231
Net gain on structured deposits EEMUTEFORE 2,008

Redemption of structured deposits EEERET AR N (1,089,289
Exchange differences M HZRR 243
At 31 December 2017 R_E—+F+_A=+—H 7,198

The financial liability measured at fair value on Level
3 fair value measurement represents contingent
consideration payable relating to acquisition of
Jiangsu HY (see note 37). No gain or loss for the
current year relating to this contingent consideration
payable has been recognised in profit or loss.

There were no transfers into or out of Level 3 during
this year.
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40. FINANCIAL INSTRUMENTS (continued)
c. Fair value measurement of financial

instruments (continued)
Fair value of financial instruments that are
recorded at amortised cost
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. Such fair values have been determined
in accordance with generally accepted pricing
models based on discounted cash flow analysis,
with most significant inputs being the discount rate
that reflects the credit risk of counterparties.

41. OPERATING LEASES
The Group as lessee
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

40. €T A (%)

41.

c. EMIANDIAEBENEE)

RBHEEACHNEMTIANDIAE
=]
RAREZRRNEEM BRI E
HRATENEREERERABH
FEEREQAABERE -ZEFARN
BEDRELARTEEAZNERS
MAOMETE  ZRBENBARERT
R F I EERBAITER

REdE

AEBARABEA

RmEHR - REBO A HELE
& B R R (K AT 1E & S R N
T~

follows:
2017 2016
—EB—tF —E—RE
HK$’000 HK$’000
FHERT FHET
Within one year —FR 423 293
In the second to fifth year inclusive ~ & _FZFERF
(BIEEREMSF) 365 567
788 860

Operating lease payments represent rentals payable by
the Group for certain of its office premises. Leases are
negotiated for an average term of 2 to 4 years and rentals
are fixed over relevant lease term.

REMENFTEAEEREE THA
EMENENES - AR FH2E4
FOHRER  RARHEERREE
HE o

2017EEEHRE BHIEREBERAR]

173



Notes to the Consolidated

Financial Statements

eI ERRME

For the year ended 31 December 2017 EZE—=

41. OPERATING LEASES (continued)

The Group as lessor

—tFEFTA=+—HILHFE

Property rental income earned during the year was
HK$5,283,000 (2016: HK$1,303,000). All of the Group’s
investment properties are held for rental purposes. All of
the properties held have committed tenants for the next

1 year.

At the end of the reporting period, the Group had
contracted with tenants for the following future minimum

lease payments:

. REHEE R

AEBMAHEA
FRRIMAERS WA A 5,283,000 7%
JT(=Z—754% : 1,303,000 7T) ° FiA
AEBEREVERRDREAEM
BB FIERBENNERKRE—FEER
AGEEE o

RBEHPR - AREEBFTONR
REEHEEMRMOT

42.

2017 2016
—E—+t5F —E—REF
HK$’000 HK$’000
FHET FHBT
Within one year — RN 1,817 2,357
In the second to fifth year inclusive —FEFERF
(BREEREMF) 126 1,281
1,943 3,638
CAPITAL COMMITMENTS 42, EREE
2017 2016
—EB—tF —E—RE
HK$’000 HK$’000
FHERT TET
Capital expenditure in respect of w RWEYE - B KR ER
the acquisition of property, BRI MR A VR FRE
plant and equipment contracted BENEARRX
for but not provided in the
consolidated financial statements 4,547 7,868
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

43. SHARE-BASED PAYMENT TRANSACTIONS 43. LB BEBNHMRE

Equity-settled share option scheme of the
Company

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

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

RRBRRAGEEBIRET S

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

FEREARRNFIRREFHOED TR T -
R IEEH ST B8 1% ) A B8 AR /0 B A AR
MBRETBHBAaRRGEREEHE
BT M 10% AT - BEITE
RITEBREEATEBRITHOROES
BHENS BB AR R TR EZEITRA
30% ° filA —HBARE) £ B ERIE
VERTEETHEESANEMBHE
AT 8RR TR 12 & A B
HEARNREMKERENE ZETRG
01% RBEB(UBIFRELBEH
BHMZHRERMBRAQRRMDU
& & X% ) H % 5,000,000 T © &
EERBRERE FEUSREBLE -
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43.

44,

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017

SHARE-BASED PAYMENT TRANSACTIONS
(continued)

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

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

For the years ended 31 December 2017 and 2016, no
share options had been granted and the Company had
no share options outstanding at 31 December 2017 and
2016.

PLEDGE OF ASSETS

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

43.

44,

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

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

HEZZ—+&R=-F—RF+=A
=+—HIEFE MEREERE
MARBR_FE—tFR T —RF
T A=+—BIERRITERERE -

EEEHA
RBEHPR - AREEFAERET
AEBENRITIEENEERTENT

2017 2016
—E—tF ZE—RF
HK$’000 HK$'000
FHET FHT

Non-current assets classified DEEEEFER
as held for sale ERBEE 197,459 -
Plant, property and equipment MR - ENEE - 80,761
Investment properties KEYE - 121,290
Trade receivables B 5 EWEIE 451,487 574,584
Bank deposits IRITTERK 5,455 6,731
654,401 783,366




Notes to the Consolidated
Financial Statements

e M ERRME
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45. RECONCILIATION OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES
The table below details changes in the Group’s liabilities
arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be classified in the Group’s consolidated
statement of cash flows as cash flow from financing

45.

BMEITBEERENYE

TRFAVNAEEAREZBAELR
BENES BRASMIFRSE

MERHFELABERBADRICRR
RengarfENEEReRER
DRERBMERBMEELRSRMEIE

activities.
Amounts due to
non-controlling
interests of Bank Dividends
subsidiaries borrowings payables Total
EAHELR
FERER
ME RITEE EfRE @t
HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FAET FET
At 1 January 2017 RZZT—tF—-H—-H 3,775 677,810 - 681,585
Financing cash flow (Note) AR (M) (8,957) (12,245) (239,886) (261,088)
Finance cost recognised ERREEKK - 75 - 75
Consideration for acquisition of & — M B /A7
non-controlling interest of FERERNRE
a subsidiary 9,777 - - 9,777
Dividends declared BEERKRE 1,148 - 239,886 241,034
Avising from acquisition of RE—ERBAR
a subsidiary R 2,831 5,764 - 8,59
Reclassification due to change in B FEE IR B & &M
anon-controlling shareholder ~ E# 748 (3,779) - - (3,775)
Exchange difference EHEE 184 6,762 - 6,946
At 31 December 2017 R-E—+%F
+-A=1-H 4,983 678,166 - 683,149

Note: The cash flows represent (i) the proceeds from and repayment of
bank borrowings and finance cost paid; (i) payment of dividends
in the consolidated statement of cash flows; (i) advance from a
non-controlling interest of a subsidiary and (iv) consideration paid
for acquisition of additional equity of a subsidiary.

MiEE - RERIE () RITEERMERIALETA
RENBERAE  (FaReRERTH
BB R+ (i) — Pl BT B8 2 B SRV A 2 Y
B R(v) I — B A R BRI AR
B IRE -
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46. RELATED PARTY TRANSACTIONS

46. BEFIRXS

(@) Transactions with related company (@) EEBAEARNRS
The Group had the following significant transactions RAFEERN  NEBHETYE
with related parties during the year: RNEBERRS :
2017 2016
—E-tF E-RF
HK$’000 HK$'000
FHET FHT
Non-controlling interests HHBARBERTZEIN
with significant influence JEIERRAER
over the subsidiaries:
Printing of cigarette packages ENfRIIZE (& a2t - 3,475
Company controlled by AAAR—BEBEHFHN
a director of the Company: NI
Purchase of printing and BEHR MBS
packing machineries 1,099 7,755
An associate: — R NT
Printing of cigarette packages ENRI & & B 5 - 11,128
Company under controlled by 3% 32 i i% 58 #9337 35 35 4 49
the close member of the NG
Controlling Shareholder:
Rental expense HeMx - 379

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017
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46. RELATED PARTY TRANSACTIONS (continued) 46. BBER RS (&)

(b) Balances with related parties are disclosed in the (b) BELBNGEMBARRER
consolidated statement of financial position and in AR MIsE27 3258 -

notes 27 and 32.

(c) Compensation of key management personnel (c) TEEEAEMNE
The remuneration of directors and other members RAFE EEREMETEE
of key management during the year was as follows: RAEMMEIMT ¢
2017 2016
—E—tHF ZE—RF
HK$’000 HK$'000
FET FHT
Short-term benefits 52 HA%E 7 7,130 6,263
Contribution to retirement RIREF T B 3K
benefits schemes 183 154
7,313 6,417
The remuneration of directors and key executives is EELRTETHAENMES A
determined by the remuneration committee having FEZBEeRZEREARE R
regard to the performance of individuals and market MSBERERE -
trends.

2017EEEHRE BHIEREBERAR]
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47. CONTINGENT LIABILITIES 47. SIREE

180

During the current year, the Group has received a Notice
of Arbitration from Shenzhen Court of International
Arbitration that Shenzhen Court of International Arbitration
has accepted the application (the “Application”) for
arbitration filed by an ex-staff of a subsidiary of the
Company (the “Claimant”). According to the Application,
the Claimant requests for the payment of: (i) a fund
raising reward of about HK$108.9 million and the related
overdue interest since April 2008; (ii) a service fee of
RMB2.0 million (equivalent to approximately
HK$2,305,000) and the related overdue interest since
July 2007; (iii) legal fees incurred of about HK$47.0 million
and RMBO0.9 million (equivalent to approximately
HK$1,037,000); and (iv) arbitration fee, in connection with
an appointment contract and another agreement entered
into between, among other party, a subsidiary of the
Company and the Claimant in April 2005.

The directors of the Company consider that all allegations
in the Application are unfounded and without merits. In
this regard, the Group is seeking legal advice in response
to the Application and will categorically defend and
challenge all the claims by the Claimant during the judicial
process. In the opinion of the directors of the Company,
it is not probable that the Group has an obligation to
settle the claims based on the legal advice and no
provision is considered to be recognised to the
consolidated financial statements accordingly.

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017
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For the year ended 31 December 2017 B2 L —+F+ A =T—HIEFE

48. PARTICULARS OF SUBSIDIARIES OF THE  48. A AR E A SEtE

COMPANY

Particulars of the Company’s subsidiaries at 31
December 2017 and 2016 are as follows:

RZE—+tFR_FE—XNE+ A

=+—8  ARAKBAAFENT ;

Place of Issue and fully
establishment/ Proportion of registered capital/issued paid ordinary
incorporation/ share capital/equity interests and share capital/
Name of subsidiary operation voting power held by the Company registered capital  Principal activities
BROIREY
R/ EEMERY, KARRATMRE ERITRE/ BREE
WEAREH BRI RABERREETD BE/EARRE  TEEH
Directly Indirectly
H# GF:3
2017 2016 2017 2016
ZE-1F ZF-RF ZE-tF ZFF
% % % %
Briliant Circle British Virgin Islands 100.00 100.00 - - US$200  Investment holding
Management Limited
(EBERBARAA) RERUES 00X REER
Brilliant Circle Group British Virgin Islands - - 100.00 100.00 US§1  Investment holding
Holdings Limited
(EMEEARERAR) RERUES 151 RERR
Brilliant Circle Printing & British Virgin Islands - - 100.00 100.00 US$10,000  Investment holding
Packaging Limited
(EREIRIREERAT) EBRAHE 10000%T RERR
Union Virtue International Limited British Virgin Islands - - 100.00 100.00 US§1  Investment holding
(REERERAR) RERUES 151 RERR
Brilliant Circle Development Limited ~ Hong Kong - - 100.00 100.00 HK$2,000,000  Investment holding
(EBERARAT) B 2,000,000 HAER
Champion League Investment British Virgin Islands - - 100.00 100.00 US$100  Investment holding
Holdings Limited
(BERAZRERAA) RERUES 10057 RERR
Sanbond Investment Limited Hong Kong - - 100.00 100.00 HK$100  Investment holding
(BEREBRAF) EE 10087 REER
HESELMRIRIBRAR" PRC - - 10000  100.00 US$12,461,000  Printing of cigarette
(Bengbu Jinhuangshan Rotogravure packages
Printing Company Limited) h 12,461,000% HORIEEEE
FYEBORBR AR PRC - - 10000  100.00 HK$9,600,000  Investment holding
(Shenzhen Guilian Printing Limited) & 9,600,00087  WAER
2017 FERE BEEERERBRAF
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For the year ended 31 December 2017 B2 L —+F+_A=1T—HIEFE

48. PARTICULARS OF SUBSIDIARIES OF THE

48. XA T MBERARFHE @)

COMPANY (continued)
Place of Issue and fully
establishment/ Proportion of registered capital/issued paid ordinary
incorporation/ share capital/equity interests and share capital/
Name of subsidiary operation voting power held by the Company registered capital  Principal activities
ERTREY
R/ EmEL/ ARRABEEMREBRITRE/ BRERE
WEARER Y BRAEERREEDS BA/GEMBEE  EEER
Directly Indirectly
H# Gf
2017 2016 2017 2016
ZE—tF ZBRF ZE-tF 22 F
% % % %
Kecal* PRC - - 99.49 99.49 RMB194,720,000  Printing of cigarette
packages
B¥ # ARIE194720,000 HRIBEERE
Jinfeihuan® PRC - - 100.00 79.60 US$3,000,000  Printing of cigarette
packages
SRR # 3000000% HilEERR
BAZEIEMEERAR" PRC - - 80.00 80.00 US$1,000,000  Manufacturing of
(Zhaotong Antong Package H laminated paper
Material Co., Ltd.) 10000007 BHERAHL
Giant Sino Investments Limited British Virgin Islands 60.00 60.00 40.00 40.00 US$100.00  Investment holding
(FEREBRAF) EBRAHE 10000%T RERR
Emperor Great Investments Limited ~ British Virgin Islands 100.00 100.00 = - US$100.00  Investment holding
(FRRABRDA) EREABS 10000%w  REER
Fortune Chaser Limited Hong Kong - - 100.00 100.00 HK$100.00  Investment holding
(RIEBRRR) B 10000%T RERR
Empire Sall British Virgin Islands 100.00 100.00 - - US$100.00  Investment holding
G ERREABS 10000%w  REER
Best Legend Hong Kong - - 100.00 100.00 HK$10,000  Investment holding
Bt 9 10000%T RERR
Forever Youth limited British Virgin Islands 100.00 - - - US$100.00  Investment holding
(FERRRAR) EREABS 10000%w  REER
Right Tech (China) Limited Hong Kong - - 100.00 - HK$1  Investment holding
(B (RE)ERDE) B 181 RERR
Jiangsu HY* PRC - - 70.00 - RMB16,800,000  Sales of RFID products
TEEENTF FE AR%16,8000007  SHESERAER
HEREEREBRAR" PRC - - 100.00 - RMB50,000,000  Investment holding
(Zhuhai Baozhuangbao # AR®50,0000000 HEAER

Investment Co., Limited)

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED
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48.

49.

PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (continued)

Company incorporated as a sino-foreign equity.

# Company established as foreign invested limited liability
company.

None of the subsidiaries had issued any debt securities
at the end of the reporting period or at any time during
the year.

EVENTS AFTER THE REPORTING PERIOD
On 11 January 2018, the Group entered into the
provisional sale and purchase agreement (“Agreement”)
with an independent third party, Lion Capital Investment
Limited, to dispose of, among other matters, the entire
issued share capital of Empire Sail (together with its
subsidiary collectively referred as “Target Group”) at the
cash consideration of HK$295,000,000, which will result
in a gain on disposal of approximately HK$93,900,000.
The principal assets of the Target Group are the property,
plant and equipment and investment property, which are
disclosed in note 11.

The transaction shall be completed on 30 April 2018
subject to fulfilment of the pre-set conditions in
accordance with the Agreement.

Details of the transaction are set out in the
announcement of the Company dated 11 January 2018.

—tFETA=+—HLHFE

48.

49.

AABMBRAFE &)
ATRMR T BRIEALE -

# RAKILRBINEREBRAT -

%i&%ﬁﬁ%iﬁﬁfﬂ%ﬂﬁ%?ﬁ - B
S /8 A B BT (E 5 RE

REHRRSE

RZZTE—N\F—A+—B AEEH
BUE=TMEBREBR AT
KREEH=R( &zl UWReERE
295,000,000 7T #% (E AR B 38 ) % i
(EREMBARSHEIEREE] 2
EHEHTRALE - HEHBAA
15 7 2 Uk 25 4993,900,000/8 7T » B 1Z
EEMNFEEEARWNTF11MEEZENY

¥ BELEREAMEKEDE -
R 5 AR IR % o 12 FX & TR ST R 1

TR TR - N\FOA=+H
TERK °

RHFRENRARREMBS —F—
F—A+—HORQMm -
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50. STATEMENT OF FINANCIAL POSITION 50. & B] BRI R R Rk
AND EQUITY OF THE COMPANY
2017 2016
—E2—tF ZERF
HK$’000 HK$’000
FET TET
Non-current asset FRBEE
Interests in subsidiaries NURYEEYNCILE o £ 1,255,610 1,255,609
Current assets REBEE
Other receivables H A fE IR = 17
Dividends receivables & A% B 700,000 -
Bank balances and cash IR1TEBR MRS 22,264 12,108
722,264 12,125
Current liabilities REBERE
Other payable and accruals HibENmE L ERTER 1,225 700
Amounts due to subsidiaries IS NGIE 316,461 39,5697
Bank borrowings RITEE 531,998 330,662
849,684 370,959
Net current liabilities REBAEFHE (127,420) (358,834)
Total assets less current liabilities EEZBRAHER 1,128,190 896,775
Non-current liability FRBEE
Bank borrowings RITIEE 56,250 258,248
Net assets EEEE 1,071,940 638,527
Capital and reserves EXREE
Share capital AE AR 7,839 7,839
Reserves 1 1,064,101 630,688
1,071,940 638,527
The Company’s statement of financial position was KA IR GFREEEEEN -
approved and authorised for issue by the Board of T NE=A-+ABHEREET
E);/r.eotors on 26 March 2018 and are signed on its behalf % U THEEREESS
Mr. Cai Xiao Ming, David Mr. Qin Song
EEBPXE MM EE
DIRECTOR DIRECTOR
o E
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50. STATEMENT OF FINANCIAL POSITION 50. X AR MBRARERRE
AND EQUITY OF THE COMPANY (continued) (&)
Movement in equity EReH
Retained
profits
Share Share Other (Accumulated
capital premium reserves losses) Total
REER
N RRE Hitde  (RABR) ECHY

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET TET THAT THEL

At 1 January 2016 RZE—RF

—H—H 7,839 4,936,913 (4,185,977) 144,323 903,098
Loss and total FRNEBR
comprehensive PEAYESR
expense for the year - - - (24,685) (24,685)
Dividends recognised as  H2 A7 RIS,
distrioution - - - (30886)  (239,8%6)

At 31 December 2016 R=Z—KE

+=A=+-A 7830 4936913 (4185977)  (120248) 638,527
Profit and total FREM R
comprehensive income 2 E £
for the year - - - 673,299 673,299
Dividends recognised as R AR RAIR S
distribution - - - (239,886) (239,886)

At31December 2017  R-T—+4&
+-F=1+—H 7,839 4,936,913 (4,185,977 313,165 1,071,940
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Five Year Financial Summary

A EHBERE

(A) RESULTS

(A) ¥4&

For the year ended 31 December

BETZA=+-HLEE

2013 2014 2015 2016 2017
“F-=f BN —T-RF TR ZB-tF
HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
TEx TET THT TET TEr
(Restated)
(mE5)
Revenue Yz 1,882,954 1,703,423 1,494,961 1,407,209 1,265,515
Operating profit IR 375,938 370,738 297,851 270,508 145,770
Share of profit of associates 7 {EEE& A 71 F 212,342 214,906 178,625 86,429 47,334
Share of profit (loss) of NE—EEELERF
ajoint venture (B8) - - - 57 (274)
Profit before taxation Bt A 588,280 585,644 476,476 356,994 192,830
Taxation RiIE (89,084) (104,023 (79796  (69,760)  (50,023)
Profit for the year from FELEER
continuing operations HEE R 499,196 481,621 396,680 287,234 142,807
Profit/(loss) for the year from B 4% |F 48 & 7%
discontinued operations HERERN,/
(B18) 2,756 1,411 (6,078) - -
Attributable to: JEE -
Owners of the Company AARERA 454,345 453,711 386,372 285,827 138,025
Non-controlling interests SEVEIRIE R 47,607 29,321 4,230 1,407 4,782
501,952 483,032 390,602 287,234 142,807
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hEHBEBRE

(B) ASSETS AND LIABILITIES (B) EEREE

At 31 December

R+=B=t+—-8
2013 2014 2015 2016 2017
“E-ZF “T-NF —T-1F —FT-RF ZE-tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TET TET TET TR

TOTAL ASSETS BEEAE 4,606,567 4,483,161 4,368,408 4,158,124 4,198,506
TOTAL LIABILITIES BEASE (1,711,230)  (1,455,642) (1,385,294) (1,282,964) (1,217,996)

2,895,337 3,027,519 2,983,114 2,875,160 2,980,510

EQUITY ATTRIBUTABLE TO: L\ T A (L #E :
Owners of the Company ARTHEBA 2,637,313 2,968,868 2,930,460 2,828,968 2,917,632
Non-controlling interests RS 258,024 58,651 52,654 46,192 62,878

2,896,337 3,027,519 2,983,114 2,875,160 2,980,510
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Particulars of Major Properties

At 31 December 2017 R—ZE—+F+-_A=+—H

(A) PROPERTIES HELD FOR SALE

(A) FREEFENYE

Gross floor Effective
Name/location Type (S.M.) % held
EEEE BREE
£18/H% Epicl (EHXK) %
Office units Nos. 01, 02, 03, 05, B8 Commercial 957.92 100
06, 07, 08 and 09 on 12th floor BT [EES
and car parking spaces ELTITE1515%
Nos. 329, 330 and 332 on BARHL

3rd floor, Capital centre No. 151
Gloucester Road, Wanchai,
Hong Kong

1242010203+ 05"
06 ~ 07 * 08 %2 095
BYRENKIIE

329 + 330 } 332 5 JAEE L

BRILLIANT CIRCLE HOLDINGS INTERNATIONAL LIMITED ANNUAL REPORT 2017
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