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FINANCIAL HIGHLIGHTS
B %558 2

HK$ Million, except otherwise stated
BEBIL  BREEREIN

Revenue A 662.2 748.6
Loss for the year FEE518 (131.3) (87.0)
Loss attributable to owners of the Company AREEE ANELEE (128.4) (82.6)
Loss per share (HK cents) HhREE OBL) (2.508) (1.668)
Average inventory turnover day (days) FHEFEERERE(K) 68.2 70.6
Average trade receivable turnover day (days) FHRERE Z R EE R (CR) 64.6 69.9
Average trade payable turnover day (days) FHEMNE SRR AERE(R) 57.3 60.5
Total assets BEBE 960.6 800.2
Total liabilities BEBEE 306.6 336.6
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CHAIRMAN'S STATEMENT
TREMES

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”), |
hereby present the audited consolidated financial results of China
Healthcare Enterprise Group Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) for the year ended 31 December 2017 (“the
Year”).

During the Year, the Group has continued on a transitional path. In respect
of our key businesses of electronic manufacturing services (“EMS”) and
marketing and distribution of communications products (“Distribution of
Communications Products”), this has been highlighted by tremendous
effort placed on developing products that capture the latest trends,
including the trend towards smart home living. Such labours are set to
bear fruit in the near future with the rollout of products that include
household appliances with integrated solutions, i.e. Wi-Fi, Bluetooth, etc.

Just as we are aware of emerging trends in the consumer electronics
segment, so too we are aware of promising developments in the
healthcare industry in the Peoples’ Republic of China (“PRC”). Via our
securities and other assets investment (“Securities and Other Assets
Investment”) operation, we have been actively exploring opportunities in
the healthcare industry. During the Year, the Group has entered into an
acquisition agreement with a company engaged in the manufacturing and
selling of polyurethane condoms. We trust that this will be one in a
number of steps that the Group will take towards establishing a firm
footing in the burgeoning PRC healthcare industry.

Healthcare has unquestionably become an important priority for the PRC
Government as well, given its increasing impact on the local economy. This
is reflected by the government’s five-year plan to reform public healthcare,
the objective of which includes raising the average life expectancy of the
general public. Towards this goal, it has introduced medical insurance
subsidies for the poor and disabled; encouraged a large number of private
medical institutions to form a diversified, multilayered healthcare system
by 2020 to meet rising demand for customised services; and promoted
medical partnerships, modern hospital management, diversified healthcare
services with enhanced social support, and a credit system for supporting
the buying and selling of medicine. What is more, with the Two-invoice
System — an invoice between manufacturers and distributors and one
invoice between distributors and medical institutions — set to be in full
swing by 2018, greater transparency will be achieved, leading to more
cost-effective and affordable medical services for the people. This is highly
relevant for a country with an aging population. With approximately 255
million people aged above 60 by 2020, accounting for approximately 18%
of the total population, the government’s efforts cannot come soon
enough. Given the aforementioned developments, we too will be doubling
efforts to participate in an industry that will be rapidly evolving in the
coming years.
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CHAIRMAN'S STATEMENT
TREMES

While the EMS and Distribution of Communication Products businesses
and the Securities and Other Assets Investment operation will be our
principal focus, we will continue to explore business opportunities that
enable us to fulfil our growth ambitions. At the same time, we are mindful
of the importance of controlling costs and will take relevant action so as to
protect wellbeing of the Group.

On behalf of the Board and the management, | would like to convey my
gratitude to all of our staff for their dedication and diligence to the Group
during the Year. | wish to also express my appreciation to all of our
shareholders, investors, customers and business partners for their staunch
support.

Gong Shaoxiang
Chairman
28 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEE N wm &

BUSINESS OVERVIEW

During the Year, the Group has continued to place efforts on bolstering its
core business, specifically EMS and Distribution of Communications
Products. While strengthening this business foundation, the management
has at the same time sought to advance the Group’s presence in the
burgeoning healthcare and medical industry in the PRC. Consistent with
this objective, the Group has continued to develop the Securities and
Other Assets Investment segment, the principal objective of which is to
best utilise the Group’s resources and which enables it to tap the
aforementioned healthcare and medical industry.

As at the financial year ended 31 December 2017, the Group generated
total revenue of approximately HK$662.2 million (2016: HK$748.7 million).
A gross profit of HK$164.4 million was recorded (2016: HK$149.9 million),
while loss attributable to owners of the Company amounted to HK$128.4
million (2016: HK$82.6 million).

As at 31 December 2017, the Group had bank and cash balances of
HK$479.4 million (2016: HK$208.3 million), hence it has maintained a
healthy financial position.

REVIEW OF OPERATIONS
The EMS and Distribution of Communications Products Business

Though global economic activity has picked up during the past year, the
Group has been refining its product mix which impacted on demand level.
Revenue from the EMS and Distribution of Communications Products were
HK$576.6 million (2016: HK$669.0 million) and HK$71.1 million (2016:
HK$79.6 million) respectively.

Securities and Other Assets Investment

Established in 2016, the Securities and Other Assets Investment business
was created with the goal of judiciously using the Group’s capital to
identify and capitalise on opportunities pertaining to the healthcare and
medical industry. The development of this business has been progressing
at a moderate pace, as reflected by total segment revenue of
approximately HK$14.5 million (2016: HK$0.2 million) for the Year. That
being said, this prudent approach has not inhibited its ability to explore
business opportunities, and in October 2017, the Group has entered into
an acquisition agreement with a company engaged in the manufacturing
and selling of polyurethane condoms. It is of the management’s opinion
that the target company possesses good potential and aligns with the
Group’s business objective.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Geographical Analysis &5
Revenue by Country
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Revenue from the major European countries (the United Kingdom,
Switzerland, Poland and France) totalled HK$206.4 million (2016:
HK$267.4 million), and accounted for 31.2% of the Group’s total revenue
for the year ended 31 December 2017. The United States of America (the
“U.S.A") market contributed HK$155.8 million (2016: HK$176.2 million) in
revenue and accounted for 23.5% of the Group’s total revenue. The PRC
(including Hong Kong) and other countries accounted for HK$97.5 million
and HK$202.5 million respectively, representing 14.7% and 30.6% of the
Group’s total revenue (2016;: HK$88 million and HK$217.1 million

respectively).
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE R am M AT

FINANCIAL REVIEW
Revenue

For the year ended 31 December 2017, the Group recorded total revenue
of HK$662.2 million (2016: HK$748.7 million).

The Group’s reporting segments are strategic business units that offer
different products and services. There are three broad groups of business
units for segment accounting purpose, EMS, Distribution of
Communications Products and the Securities and Other Assets
Investment. In EMS segment, there are also two main groups of products,
namely communications and non-communications products whereas non-
communications products mainly include appliances and appliances
control products and multimedia products. Distribution of
Communications Products segment represents the marketing and
distribution of communications products. The function of the Securities
and Other Assets Investment segment is to carry out effective financial
management.

For the year ended 31 December 2017, the revenue from EMS segment
decreased by 13.8% to HK$576.6 million (2016: HK$669.0 million), whereas
the revenue from Distribution of Communications Products segment
decreased by 10.7% to HK$71.1 million (2016: HK$79.6 million). The
Securities and Other Assets Investment segment contributed revenue of
approximately HK$14.5 million (2016: HK$0.2 million).

The decrease in the revenue of EMS segment was mainly resulted from the
decrease in the business of communications products of HK$45.2 million
and beauty care equipment of HK$30.5 million. The decrease in revenue of
Distribution of Communications Products segment was caused by the
decline in overall demand in business phone sector.

Cost of Sales

Cost of sales decreased by 16.9% from HK$598.8 million in 2016 to
HK$497.8 million in 2017 corresponded to the level of revenue of the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE R am M AT

Gross Profit

Gross profit increased by 9.7% from HK$149.9 million to HK$164.4 million,
with gross profit margin of 24.8% (2016: 20.0%). Apart from the slight
gross profit of HK$3.7 million resulted from Securities and Other Assets
Investment segment, the gross profit of HK$160.7 million was apportioned
between EMS segment and Distribution of Communications Products
segment at 86.2% (2016: 87.2%) and 13.8% (2016: 12.8%), respectively.

Other income

The other income decreased from HK$34.4 million to HK$19.5 million
comparing with last year. The major components of the other income are
represented by the gain on bargain purchase of HK$2.4 million, gain on
disposal of subsidiaries of HK$4.4 million, fair value gain on investment
properties of HK$2.2 million and interest income on loans to employee and
other parties of HK$3.7 million.

Selling and distribution expenses

Selling and distribution expenses of HK$45.6 million (2016: HK$49.9
million) accounted for approximately 6.9% in 2017 and 6.7% in 2016 of the
Group’s revenue. The decrease is mainly caused by the decrease in staff
cost of HK$4.2 million comparing with last year.

Administrative expenses

Administrative expenses of HK$151.9 million (2016: HK$131.4 million)
marked an increment of HK$20.5 million, mainly contributed by the
increase in human resources cost of HK$27.1 million offset by the decline
in legal and professional fees of HK$8.5 million. The administrative
expenses accounted for approximately 22.9% in 2017 and 17.6% in 2016 of
the Group’s revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE R am M AT

Other operating expenses

Other operating expenses increased by 27.1% from HK$74.6 million in 2016
to HK$94.8 million in 2017. The increase was mainly attributable to the loss
on disposal of available-for-sale financial assets of HK$20.3 million as well
as the loss on disposal of subsidiaries of HK$19.2 million, offset by the
absence of fair value loss an investment properties of HK$18.3 million
emerged in prior year.

Finance costs

The Group’s finance costs mainly comprise the imputed interest on loans
from a substantial shareholder. The Group’s finance costs were
approximately HK$13.0 million in 2017 and HK$4.3 million in 2016,
representing approximately 2.0% and 0.6% of the revenue in 2017 and
2016, respectively. The increment is largely due to increase in the imputed
interest on loans from a substantial shareholder due to repayment,
amounting to HK$9.3 million.

Income tax expenses

The Group’s income tax expense represents amounts of income tax paid
by the Group, at the applicable tax rates in accordance with the relevant
laws and regulations in Hong Kong, PRC and U.S.A.. The Group had no tax
payable in other jurisdictions during the years ended 31 December 2017
and 2016.

Loss attributable to owners of the Company

The loss attributable to owners of the Company is of HK$128.4 million
(2016: HK$82.6 million). The Group’s net loss margin attributable to
owners of the Company for the year ended 31 December 2017 was -19.4%
(20716: -11.0%).

Loss for the year attributable to non-controlling interests

Loss for the year attributable to non-controlling interests amounted to
HK$2.9 million for the year ended 31 December 2017 (2016: HK$4.4
million). The decrease in loss was mainly caused by the disposal of major
loss making distribution business units during the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BIEE N wm &

LIQUIDITY AND CAPITAL RESOURCES

The Group generally finances its operations and capital expenditure by
internally generated cashflows, the proceeds from the Company’s initial
public offering in January 2011 and borrowings.

As at 31 December 2017, the bank and cash balances amounted to
HK$479.4 million (2016: HK$208.3 million), representing an increase of
HK$271.1 million from 2016. Respective sum of 5.1%, 31.2% and 63.7% of the
bank and cash balances was denominated in Renminbi (“RMB”), United
States dollar (“USD”) and Hong Kong dollar (“"HKD”) respectively.

The Group’s current ratio remains in a healthy position at 2.80 times (2016
2.21times).

As at 31 December 2017, the carrying amounts of the loans from related
companies and loan from an independent third party are HK$23.1 million
and HK$20.0 million, respectively. As at 31 December 2016, the borrowings
represented the loans from a substantial shareholder and loans from an
independent third party of HK$59.7 million and HK$20.0 million,
respectively.

Subscription of new shares under general mandate (“Share
Subscription”)

On 13 October 2017, the Company entered into the subscription agreement
("Subscription Agreement”) with Keywan Global Limited (the
“Subscriber”) pursuant to which the Subscriber has conditionally agreed
to subscribe for and the Company has conditionally agreed to issue a total
of 990,000,000 subscription shares (“Subscription Shares”) at a price of
HK$0.3 (“Subscription Price”) per subscription share. The Subscription
Price is equal to the closing price of the shares as at the date of the
Subscription Agreement and a premium of approximately 70.65% to the
average closing price of the shares for the last five consecutive trading
days prior to the date of the Subscription Agreement.

All conditions precedent of the Subscription Agreement have been fulfilled
and completion took place on 1 November 2017. Pursuant to the
Subscription Agreement, an aggregate of 990,000,000 Subscription
Shares have been allotted and issued to the Subscriber at the Subscription
Price of HK$0.3 per subscription share. The Subscription Shares had been
issued under the General Mandate. The net proceeds of the Share
Subscription, approximately HK$297 million have been reserved for the
Company to finance the proposed acquisition of a polyurethane condom
business as detailed in the circular dated 15 February 2018 and/or the
general working capital of the Group.
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Further details of the Share Subscription are set out in the announcements
dated 13 October 2017 and 1 November 2017.

Cash flow

In 2017, HK$36.2 million was used in the operating activities, whilst
HK$79.0 million and HK$228.9 million were generated from investing
activities and financing activities respectively. Net cash inflow from
financing activities was mainly related to the proceeds from share
subscription offset by the net borrowings repayment. Net cash inflow from
investing activities was mainly sourced from the refund of deposit for
proposed acquisition of a target group of HK$140.0 million, net proceeds
from disposal of available-for-sale financial assets of HK$77.8 million and
being offset by the acquisition of subsidiaries of HK$20.8 million, purchase
of investment properties of HK$27.8 million and the loans to employee
and other parties of HK$91.4 million.

Exchange risk exposure

The Group has transactional currency exposures. Such exposures arise
from the business operations in the PRC and Hong Kong denominated in
RMB and USD respectively. As at 31 December 2017, the Group had
minimal exposure to foreign currency risk as most of its business
transactions, assets and liabilities were principally denominated in the
respective functional currencies, i.e. RMB and USD, used by the respective
group entities, or in USD for the respective group entities with HKD being
the functional currency. As HKD is pegged to USD, the Group considers
the risk of movements in exchange rates between HKD and USD to be
insignificant for transactions denominated in USD. The RMB is not freely
convertible into other foreign currencies and conversion of the RMB into
foreign currencies is subject to rules and regulations of foreign exchange
control promulgated by the PRC government. As at 31 December 2017, the
Group does not have a foreign currency hedging policy in respect of its
foreign currency assets and liabilities. The Group had no investment in any
financial derivatives, foreign exchange contracts, interest or currency
swaps, hedging or other financial arrangements for hedging purposes to
reduce any currency risk nor made any over-the-counter contingent
forward transactions. The Group will closely monitor its foreign currency
exposure and will consider using hedging instruments in respect of
significant foreign currency exposure as and when appropriate.

Capital expenditure

Capital expenditure for 2017 amounted to HK$33.8 million and capital
commitments as at 31 December 2017 amounted to HK$8.2 million. Both
the capital expenditure and capital commitments were mainly related to
the acquisition of plant and machinery, leasehold improvements and
investment properties.
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Pledge of assets

As at 31 December 2017, bank deposits of HK$1.9 million were pledged to
banks for securing banking facilities and also certain shares of subsidiaries
have been pledged to an independent third party to secure a loan facility
available to the Group. As at 31 December 2016, none of the Group’s assets
was pledged.

Contingent liabilities

As at 31 December 2016 and 2017, the Group had an outstanding
guarantee (“the Guarantee”) to one of the suppliers of an overseas
subsidiary (“Disposed Subsidiary”), which was disposed on 7 October
2015, for payment in relation to a sum of USD2.6 million (equivalent to
approximately HK$20.3 million) representing a trade balance under
dispute between the Disposed Subsidiary and the supplier. The supplier
subseqguently sold the trade balance to a third party.

During 2017, the Disposed Subsidiary had agreed with the third party for a
final settlement by instalment of USD650,000 (equivalent to
approximately HK$5.1 million). In this regard, as at 31 December 2017, the
Group had an outstanding guarantee of the sum ranged from
USD650,000 to USD2.6 million subject to the full payment of the final
settlement effected by the Disposed Subsidiary.

The Disposed Subsidiary had issued counter guarantee to the Company to
indemnify the Company for any loss in relation to the Guarantee. Apart
from the above, the Group and the Company did not have any significant
contingent liabilities.

Significant investments

As at 31 December 2017, the Group had available-for-sale financial assets
of HK$12.0 million (2016: HK$130.2 million). All these investments
represented equity securities listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). During the year ended 31 December 2017,
the Group recognised approximately HK$40.4 million in the other
comprehensive income, of which HK28.1 million arising from impairment
loss and HK$20.3 million arising from disposal were reclassified from other
comprehensive income to profit or loss. No dividend income was received
during the year ended 31 December 2017 in respect of these investments.
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Apart from the aforesaid transactions, there were no other material B i Z40 - AN B E E M EAES AR QTR
investment by the Group that should be notified to the Shareholders of FHIEAIKRE
the Company.

Significant available-for-sale financial assets held as at 31 December 2017 R-ZE—+&F+-A=+—BFANERAHEY
are as below: ESREENT ¢

% of total
Unrealised asset of
losses on Fair value the Group
fair value asat asat Reasons for unrealised
Stock Number of %of  change for Costof  31December  31December losses on fair value
Company hame code Principal activities sharesheld shareholdings theyear  acquisition 2017 2017 change for the year
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1 KPMHolding Limited ~ 8027 Design, fabrication, installation 118,400,000 3% 48 426* 40,103 11,958 1.2%  Downward movements of
ERERARAA and maintenance of signage share price
and related products RETH
Jir KR ZRREEEE
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* Re-classified to profit or loss during the year in view of prolonged decline of market prices * ENTISEREETE  NERNEHHEEE -
Human resources ABER

As at 31 December 2017, the Group had approximately 1,600 employeesin @ R-ZZT—+F+-_A=+—H  XEBURSF
various operating units located in Hong Kong, US.A. and PRC. Inorderto & » EB Kk B & f <& & (718 A 41,600 & &
attract and retain high quality talents to ensure smooth operation and & - AFREREREBDEE » DUERZIEIEE R
cater for the Group’s constant expansion, it offers competitive ENAEEFEREZTE  AEFELXBHR - @
remuneration packages, with reference to market conditions, individual ~ABREREEBIZHEZE S RS NEFS -
qualifications and experience.

There is no outstanding share option as at 31 December 2017 and 2016. In  AEFER - E—+EF - ZT—RF+_A=+—

addition, no share option was granted, cancelled or lapsed during the year — BA#LMERITEEIRHE o k4N - REBE T —+F

ended 31 December 2017. FTZAZT—RALEFE - AEE W E (TR E
BRI - FESHTRRAK -
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ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

As a responsible corporation, the Group is committed to maintaining the
highest environmental and social standards to ensure sustainable
development of its business. The Group has complied with all relevant
laws and regulations in relation to its business including health and safety,
workplace conditions, employment and the environment. The Group
understands a better future depends on everyone’s participation and
contribution. It has encouraged employees, customers, suppliers and other
stakeholders to participate in environmental and social activities which
benefit the community as a whole. The Group maintains strong
relationships with its employees, has enhanced cooperation with its
suppliers and has provided high quality products and services to its
customers so as to ensure sustainable development. The details of such
are set out in the Environmental, Social and Governance report on pages
32 to 45 of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the mainland China while the Company itself is listed on the
Stock Exchange. Our establishment and operations accordingly shall
comply with relevant laws and regulations in the mainland China and Hong
Kong. During the year ended 31 December 2017 and up to the date of this
report, we have complied with all the relevant laws and regulations in the
mainland China and Hong Kong.

KEY RISKS AND UNCERTAINTIES

Our Group’s financial condition, results of operations, and business
prospects may be affected by a number of risks and uncertainties directly
or indirectly pertaining to our Group’s businesses. The followings are the
key risks and uncertainties identified by our Group. There may be other
risks and uncertainties in addition to those shown below which are not
known to our Group or which may not be material now but could turn out
to be material in the future.

Market Risks

Market risk is the risk that deteriorates profitability or affects ability to
meet business objectives arising from the movement in market prices, like
foreign exchange rates, interest rates and equity prices. The management
of our Group manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and effective manner.
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Foreign Exchange Rates Risk

As our Group’s transactions were mainly conducted in HKD, USD, RMB
and Euro ("EUR”), exposing to the potential RMB and EUR exchange rate
fluctuations. The Group currently does not have a foreign currency
hedging policy in respect of other foreign currency transactions, assets
and liabilities. However, the Group monitors its foreign currency exposure
closely and will consider hedging significant foreign currency exposure
should the need arise.

Interest Rate Risk

For interest-sensitive products and investments, our Group analyses its
interest rate exposure on a dynamic basis and considers managing this
risk in a cost-effective manner when appropriate, through variety of
means.

Liquidity Risk

Liquidity risk is the potential that our Group will be unable to meet its
obligations when they fall due because of an inability to obtain adequate
funding or liquidate assets. In managing liquidity risk, our Group monitors
cash flows and maintains an adequate level of cash and cash equivalent to
ensure the ability to finance the Group’s operations and reduce the effects
of fluctuation in cash flows.

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed
internal processes, people and systems or from external events.
Responsibility for managing operational risks basically rests with every
function at divisional and departmental levels. Key functions in our Group
are guided by their standard operating procedures, limits of authority and
reporting framework. Our management will identify and assess key
operational exposures regularly so that appropriate risk response can be
taken.

Manpower and Retention Risk

Our Group may face the risk of not being able to attract and retain key
personnel and talents with appropriate and required skills, experience and
competence which would meet the business objectives of our Group. Our
Group will provide attractive remuneration package to suitable candidates
and personnel.
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PROSPECTS

With the global economy expected to continue making a steady growth,
the business environment will likely reflect this upturn. Nevertheless, the
management will maintain a cautious mindset as it pursues new
opportunities while bolstering the Group’s existing business operations.

In respect of the EMS business, the management witnessed a rise in
enquiries towards year end, thus suggesting a possible upswing in the new
financial year. To capture such opportunities, the Group will be introducing
new products, including those to replace items nearing obsolescence.
While this roll-out period commences, efforts will also be placed on
developing new products, particularly smart-home appliances that feature
Wi-Fi, Bluetooth and other capabilities. This is representative of the
Group’s direction with respect to the EMS business, where focus will be
placed on delivering integrated solutions to its customers.

With regard to the Securities and Other Assets Investment operation, the
management believes that conditions in the PRC are ripe for the
healthcare sector to grow in the coming years, and thus present
continuous opportunities to the Group. Among the reasons for such belief
include steady GDP growth, rising disposable income and an aging
population, with approximately 255 million people aged above 60 by 2020
— accounting for 17.8% of the total population. Concerns about chronic
diseases, environmental contamination and food safety will also drive
demand for medical services. Still other developments include a
government that is actively implementing healthcare reforms which will
benefit the general public and enhance the professionalism of the medical
and healthcare industries as a whole.

In view of the aforementioned developments, the management will
intensify efforts at strengthening the Group’s two principal business
operations, while at the same time advance its penetration into the PRC
healthcare sector. It will also continue to look for business opportunities
that can further enhance the Group’s growth and facilitate value creation
for its investors.
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CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance to protect the interests of the shareholders of the Company.

The Directors are of the opinion that the Company has complied with the
code provisions set out in the Corporate Governance Code (the “Code”)
under Appendix 14 of the Rules Governing the Listing of Securities (the
“Listing Rules”) throughout the year ended 31 December 2017, except for
the deviation from code provision A.1.1 and A.2.1 of the Code as described
below.

Code Provision A.1.1

Under code provision A.l.1 of the Code, the Board should meet regularly
and board meeting should be held at least four times a year at
approximately quarterly intervals. During the Year, only two regular board
meetings were held to review and discuss the annual and interim results.
The Company does not announce its quarterly results and hence does not
consider the holding of quarterly meetings as necessary and this is
deviated from the code provision A.1.1 of the Code.

Code Provision A.2.1

Under code provision A.2.1 of the Code, the roles of chairman and chief
executive officer should be separated and should not be performed by the
same individual. The Company does not have any officer with the title of
“chief executive officer” and this is deviated from the code provision A.2.1
of the Code.

Mr. Gong Shaoxiang, who acts as the Chairman and an executive Director
of the Company since 4 November 2015, is also responsible for overseeing
the general operations of the Group. The Board will meet regularly to
consider major matters affecting the operations of the Group. The Board
considers that this structure will not impair the balance of power and
authority between the Board and the management of the Group. The roles
of the respective executive directors and senior management, who are in
charge of different functions complement the role of the chairman and
chief executive officer. The Board believes that this structure is conducive
to strong and consistent leadership enabling the Group to operate
efficiently.

The Company understands the importance to comply with the code
provision A.2.1 and will continue to consider the feasibility to comply with
the said code provision. If compliance with the said provision is
determined, appropriate persons will be nominated to assume the
different roles of chairman and chief executive officer.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 of the Listing Rules
(the “Model Code”) as the required standard for securities transactions by
the directors. The Company has made specific enquiries of all Directors
and all 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 throughout the year ended 31 December
2017 and up to the date of this annual report.

BOARD OF DIRECTORS

The Board currently comprises four Executive Directors, one Non-
executive Director and three Independent Non-executive Directors. The
three Independent Non-executive Directors account for more than one-
third of the Board. The composition of the Board is set out as follows:

Executive Directors:.

Mr. Gong Shaoxiang (Chairman)
Mr. Lee Chi Hwa Joshua

Mr. Duan Chuanhong

Mr. Shi Xinbiao

Non-executive Director:
Mr. Cao Yuyun

Independent Non-executive Directors:
Mr. Bao Jingiao

Mr. Wong Chun Hung

Mr. Leung Pok Man

The biographical details of the Directors are disclosed in the section
headed “Biographical Details of Directors” on pages 30 to 31in this annual
report. The composition of the Board ensures a balance of skills and
experiences appropriate to the requirements of the businesses of the
Group and to exercise of independence and is well balanced. Each of the
Directors has relevant expertise and extensive corporate and strategic
planning experiences that may contribute to the business of the Group.
The Company has complied with the requirements under Rule 3.10(1) and
(2) of the Listing Rules since the Listing Date. All Independent Non-
executive Directors also meet the guidelines for assessment of their
independence as set out in Rule 3.13 of the Listing Rules.
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Functions of the Board

The Board supervises the management of the business and affairs of the
Company. The Board’s primary duty is to ensure the viability of the
Company and to ensure that it is managed in the best interests of the
shareholders as a whole while taking into account the interests of other
stakeholders. The Group has adopted internal guidelines in setting forth
matters that require the Board’s approval. Apart from its statutory
responsibilities, the Board approves the Group’s strategic plans, key
operational initiatives, major investments and funding decisions. It also
reviews the Group’s financial performance, identifies principal risks of the
Group’s business and ensures implementation of appropriate systems to
manage these risks. Daily business operations and administrative functions
of the Group are delegated to the management.

Board Meetings and Procedures

Board members were provided with complete, adequate and timely
information to allow them to fulfill their duties properly. In compliance
with code provision A.1.3 of the Code, at least 14 days’ notice has been
given for a regular Board meeting to give all Directors an opportunity to
attend. Notice, agenda and board papers of regular Board meetings are
sent to all Directors within reasonable time and at least 3 days prior to the
meetings. Directors are free to contribute and share their views at
meetings and major decisions will only be taken after deliberation at Board
meetings. Directors who are considered having conflict of interests or
material interests in the proposed transactions or issues to be discussed
will not be counted in the quorum of meeting and will abstain from voting
on the relevant resolutions. Full minutes are prepared after the meetings
and the draft minutes are sent to all Directors for their comment on the
final version of which are endorsed in the subsequent Board meeting.

All Independent Non-executive Directors have been appointed for a fixed
term. Every Director is subject to re-election on retirement by rotation in
accordance with the Articles of Association of the Company. The Company
has received from each of the Independent Non-executive Directors an
annual confirmation of his independence pursuant to Rule 3.13 of the
Listing Rules and still considers the Independent Non-executive Directors
to be independent as at the date of this annual report.

[

EERE

EXEREBEARREBREBNEE -EFEW
ITEZRERERADANAFEN - WHEREIN
HEBRRBERKENZRFEREMEERFEA
MEMHAER - AEBEDRAAFES] - FIH
FEEFOHENFEE BEATEEN  EFE
HEAEBENRREE  EREERE  T2K
ARBERE - EMBERSAREMBERR -
HRAEEEBHEAR LY ERERA B E
EERAHERR AEBBEEERLERITHREBEE
TEEEIBERRE -

ExgeRNER

EEgNERRHTETE ROMEKNER L
BRERTERE - RETZTRAIEXEALS
GzHBE EFFAFAMTERAZTLEEL MR
B NEMBESHELE - ERESET
BRBT  BEEXMTINEG RS ERBR
(ZD=ZRANBEXTHEEE - BEZARE LR
Foi MENEXRKEELKEZTESRER
BIBTTRE - EEMNEFIRBER S FHRAFH
RS LA REEBANG - BN BETAZK
REFHDEEAR » I EHARREREE -
SRARUTEGRHCE  ERARERBESF
% RRERIRBERESTSSS LEM -

ik

BN TESENEGROFREEEH - R
ARRMABERAN  B2EFTHARESE
WHEEEE - ARFCEBERBLFRNTESR
BETRAEIZHREXNFERRE  BRE
BN o NRBNANFRBRMNEBLIFMITE
ERBIIE -

Annual Report &3 2017

21



CORPORATE GOVERNANCE REPORT
BREARE

Number of meetings attended/
held
HESEHE CHEEEA

Annual general Board
meeting meeting

Name of member BRERBERS EEeen

22

Executive Directors: HITESE -
Mr. Gong Shaoxiang (Chairman) FORESE(EE) 1/1 20/20
Mr. Lee Chi Hwa Joshua TRERE 11 20/20
Mr. Duan Chuanhong (appointed on 1 June 2017)  EZJILI4EA (R —+4

NA—HEZMT) 0/0 15/15
Mr. Shi Xinbiao (appointed on 16 October 2017) PHIREE(R_E—+4F

+A+BEEZMT) 0/0 2/2
Non-executive Directors: FHHITESE -
Mr. Cao Yuyun BR=LE 1/1 20/20
Mr. Chan Kin Sang (resigned on PREEAESTE (RZZE—+HF

31 July 2017) tA=+—HED) 171 3/8

Independent Non-executive Directors: BUHBITESF -
Mr. Bao Jingiao LA 11 19/19
Mr. Wong Chun Hung EHIEE LA 1/1 20/20
Mr. Leung Pok Man PEX A 1/1 20/20

Directors’ Training and Professional Development

Newly appointed Directors are provided with necessary induction and
information to ensure that they have a proper understanding of the
Company’s business and operations, as well as awareness of Director’s
responsibilities and obligations under the Listing Rules and relevant
regulatory requirements.

Pursuant to code provision A.6.5 of the Code, the Directors should
participate in continuous professional development to develop and refresh
their knowledge and skills, so as to ensure that their contribution to the
Board remains informed and relevant. The Directors committed to
participating in appropriate continuous professional development
activities by way of attending training or reading materials relevant to the
Company’s business or to the Directors’ duties and responsibilities. During
the year ended 31 December 2017, the Directors have been provided with
regular updates on the Company’s performance, position and prospects to
enable the Board as a whole and each Director to discharge their duties.
The Directors are also briefed on the latest development and changes in
the Listing Rules and other relevant regulatory requirements from time to
time. All directors are encouraged to participate in continuous professional
development programmes to develop and refresh their professional
knowledge and skills. All the existing Directors confirmed that they have
had suitable directors’ training through attendance of training courses and
seminars; or reading materials to refresh their knowledge and skills during
the Year.
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APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

There is no service contract between the Company and each of the
Directors. Mr. Cao Yuyun, Mr. Bao Jingiao, Mr. Wong Chun Hung and Mr.
Leung Pok Man are appointed for a fixed term of three years commencing
from 4 November 2015.

In accordance with Article 108(a) of the Articles of Association of the
Company, at each annual general meeting, at least one third of the
Directors are required to retire from office by rotation. Each Director shall
retire from office at least once every three years and shall include those
who have been longest in office since their last election or re-election.

In accordance with Article 112 of the Articles of Association of the
Company, new Directors appointed by the Board during the year shall
retire and submit themselves for re-election at the annual general meeting
immediately following their appointments.

BOARD COMMITTEES

The Board has established specific committees, namely the Audit
Committee, Remuneration Committee and Nomination Committee, with
written terms of reference to assist them in the efficient implementation of
their functions. Specific responsibilities have been delegated to the above
committees.

The Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company’s
expenses.

The Board shall establish other committees for specific purposes from
time to time to facilitate the Company’s operations.
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Audit Committee

The Company established the Audit Committee on 31 December 2010. The
Audit Committee had three members comprising three Independent Non-
executive Directors, namely Mr. Wong Chun Hung (Chairman), Mr. Bao
Jingiao and Mr. Leung Pok Man. Throughout the year ended 31 December
2017, the composition and members of the Audit Committee complies
with the requirements under Rules 3.21 of the Listed Rules.

The primary duties of the Audit Committee are mainly to review and
supervise the financial reporting process and internal control system of
the Group. The written terms of reference which describes the authority
and duties of the Audit Committee have been revised by the Board on 24
February 2016 to conform to the provisions of the Revised Code, a copy of

which is posted to the websites of the Company and the Stock Exchange.

The works performed by the Audit Committee in 2017 included the
following:

. to review the financial results and reports;

. to review the reports from external auditor, management letters and
management response;

. to review the matters in relation to internal audit and the
effectiveness of the internal control and risk management system;

. to review the Group’s compliance with statutory and regulatory
requirements;

. to review corporate governance matters; and

. to review the re-appointment of the external auditor.
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The details of meetings held by the Audit Committee during 2017 and the
individual attendance of each member is set out below:

Name of member

Mr. Wong Chun Hung (Chairman) EHEMRAE(FE)
Mr. Bao Jingiao eI E
Mr. Leung Pok Man RS

The Company’s annual results for the year ended 31 December 2017 have
been reviewed by the Audit Committee.

Remuneration Committee

The Remuneration Committee was established on 31 December 2010. The
Remuneration Committee had three members comprising three
Independent Non-executive Directors, namely, Mr. Bao Jingiao
(Chairman) , Mr. Wong Chun Hung and Mr. Leung Pok Man.

The Remuneration Committee is governed by its terms of reference, which
have been revised by the Board on 30 March 2012 pursuant to the Revised
Code. The terms of reference are currently available on the websites of the
Company and the Stock Exchange.

The primary duties of the Remuneration Committee are mainly to review
and determine the terms of remuneration packages, bonuses and other
compensation payable to the Directors and senior management and to
make recommendation to the Board on the Group’s policy and structure
for all remuneration of the Directors and senior management. No Director
shall participate in any discussion about his or her own remuneration. The
remuneration of the Directors was determined with reference to their
respective experience, responsibilities with the Group and general market
conditions.
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Five meetings of the Remuneration Committee were held during the year
ended 31 December 2017 to review the remuneration package of the
Directors and senior management. The individual attendance of each
member is set out below.

Name of member

Mr. Bao Jingiao (Chairman) S A (F/E)
Mr. Wong Chun Hung EEM A
Mr. Leung Pok Man RESCEAE

Nomination Committee

The Company established the Nomination Committee on 31 December
2010 with written terms of reference which are in compliance with the
code provision of the Code. To comply with the amended Code which
became effective on 1 September, 2013, the Board (on the
recommendation of the Nomination Committee) amended the terms of
reference of the Nomination Committee to adopt a policy concerning
diversity in the board of directors.

The primary duties of the Nomination Committee include the making of
recommendations to the Board on appointment of Directors and
succession planning for the Directors. The specific terms of reference of
the Nomination Committee are currently available on the websites of the
Company and the Stock Exchange.

Board appointments are based on merit and candidates are considered
based on objective criteria, having due regard for the benefits of diversity
on the Board, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The Company remains committed to
meritocracy in the Boardroom, which requires a diverse and inclusive
culture where the Directors believe that their views are heard, their
concerns are attended to and they serve in an environment where bias,
discrimination and harassment on any matter are not tolerated.
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The following is a summary of the work of the Nomination Committee
during the year ended 31 December 2017:

. review the structure, size and composition (including but without
limitation, the skills, knowledge and experience) of the Board;

. review the retirement of Directors by rotation and the re-
appointment of the retiring Directors at the 2017 Annual General
Meeting;

. review the reappointment of Directors during the year; and

. assess the independence of the Independent Non-executive
Directors.

The Nomination Committee consisted of three members, comprising three
Independent Non-executive Directors, namely, Mr. Bao Jingiao (Chairman),

Mr. Wong Chun Hung and Mr. Leung Pok Man.

Four Nomination Committee meetings were held and the individual
attendance of each member is set out below.

Name of member

Mr. Bao Jingiao (Chairman) A (F/E)
Mr. Wong Chun Hung SR A
Mr. Leung Pok Man PEX A

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENT

The Directors acknowledge their responsibility for the preparation of the
financial statements which give a true and fair view of the state of affairs
of the Group and of the results and cash flows for that period.

The statement by the auditor of the Company about its responsibilities for
the financial statements is set out in the independent auditor’s report
contained in the Annual Report. There are no material uncertainties
relating to events or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern, except as those
disclosed in note 2 to the consolidated financial statements.
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AUDITOR'S REMUNERATION

The Company engaged RSM Hong Kong as its external auditor for the
Year. Analysis of the remuneration in respect of audit services provided by
the external auditor is included in note 13 to the financial statements in the
Annual Report. For the Year, the total fee paid in respect of the non- audit
services is approximately HK$0.22 million.

INTERNAL CONTROLS AND RISK MANAGEMENT

The Board is responsible for maintaining and reviewing the effectiveness
of system of internal controls and risk management within the Group. The
system is set up to address key business risks of failure to meet corporate
objectives and to provide reasonable, but not absolute, assurance against
material misstatement or loss. The purpose of such system is to manage
and control risks properly, but not eliminate it.

The Board has through the Audit Committee reviewed the effectiveness of
the Group’s system of internal controls and risk management, including
financial, operational and compliance controls on annual basis. The Board
considered the system is effective and adequate. The review has also
considered the adequacy of resources, qualifications and experience of
staff in respect of the Company’s accounting and financial reporting
function, and their training programmes and budget. The Board ensures
the existing resources, qualifications and experience of staff and their
training programmes and budget should be adequate in respect of the
Group’s accounting and financial reporting function.

In view of the size, nature and complexity of the business of the Group, the
Board has appointed external independent professionals to perform
internal audit functions. As approved by the Audit Committee, the external
independent professionals made assessment on various business and
operation risks of the Group. The Audit Committee reviewed the findings
from the external independent professionals periodically and discussed
the recommended actions needed to be taken to develop and improve the
effectiveness of the Group’s internal control system. The Board will
continue to improve the Group’s internal control and risk management
systems through periodic reviews and recommendations from the external
auditors and external independent professionals during their audit.

Regarding the procedures and internal control for the handling and
dissemination of inside information, the Company is aware of its disclosure
obligations under the Listing Rules and Part XIVA of the Securities and
Futures Ordinance (“Inside Information Provisions”), and any information
required to be disclosed under Rule 13.09 of the Listing Rules or any inside
information required to be disclosed under the Inside Information
Provisions should be announced immediately.
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SHAREHOLDERS' RIGHTS

Convening of extraordinary general meeting on requisition by
shareholders

The general meetings of the Company provide an opportunity for
communication between the shareholders and the Board. An annual
general meeting of the Company shall be held in each year. Each general
meeting, other than an annual general meeting is referred to as an
extraordinary general meeting.

According to article 64 of the Articles of Association of the Company, the
Board may, whenever it thinks fit, convene an extraordinary general
meeting. Extraordinary general meetings shall also be convened on the
requisition of one or more shareholders holding, at the date of deposit of
the requisition, not less than one tenth of the paid up capital of the
Company having the right of voting at general meetings. Such requisition
shall be made in writing to the Board or the Secretary for the purpose of
requiring an extraordinary general meeting to be called by the Board for
the transaction of any business specified in such requisition. Such meeting
shall be held within 2 months after the deposit of such requisition. If within
21 days of such deposit, the Board fails to proceed to convene such
meeting, the requisitionist(s) himself (themselves) may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.

Shareholders who wish to move a resolution at general meetings may
follow the procedures set out in the preceding paragraph.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

In order to keep shareholders well informed of the business activities
and direction of the Group, information about the Group has been
provided to the shareholders through financial reports and
announcements. The Company has established its own corporate website
www.chinahealthcare.com.hk as a channel to facilitate effective
communication with its shareholders and the public. The Company will
continue to enhance communications and relationships with its
shareholders and investors.

Shareholders, investors and interested parties can make enquiries directly
to the Company through the following e-mail: enquiry@1143.com.hk.
INVESTOR RELATIONS

Constitutional Documents

During 2017, the Company has not made any changes to its Memorandum
and Articles of Association.
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DIRECTORS
Executive Directors

Mr. Gong Shaoxiang, aged 44, has ample experience in corporate
operation and management. He was a director of Hubei Landing Holding
Co., Limited (currently known as Gosun Holding Co. Ltd.) (shares of which
are listed on Shenzhen Stock Exchange, stock code: 000971) (“Landing
Holding”) from August 2012 to December 2014. Mr. Gong has been the
chairman and general manager of a local property developing company in
the PRC since May 2014.

Mr. Lee Chi Hwa Joshua, aged 45, is a fellow member of the Association
of Chartered Certified Accountants and a member of the Hong Kong
Institute of Certified Public Accountants. Mr. Lee has extensive experience
in the fields of auditing, accounting and financing. Mr. Lee currently serves
as an independent non-executive director of Hao Tian Development Group
Limited (stock code: 474), Hao Tian International Construction Investment
Group Limited (formerly known as Clear Lift Holdings Limited) (stock
code: 1341) and Fujian Nuogqi Co. Ltd. (stock code: 1353), which are listed
on the Main Board of the Stock Exchange, and China Fortune Investments
(Holding) Limited (stock code: 8116), Code Agriculture (Holdings) Limited
(stock code: 8153) and Cornerstone Financial Holdings Limited (formerly
known as Focus Media Network Limited) (stock code: 8112), which are
listed on the Growth Enterprise Market of the Stock Exchange. He was an
independent non-executive director of Teamway International Group
Holdings Limited (formerly known as Jin Bao Bao Holdings Limited) (stock
code: 1239) from March 2015 to August 2017 and China Minsheng Drawin
Technology Group Limited (stock code: 726) from December 2013 to
February 2015.

Mr. Duan Chuanhong, aged 30, had worked in different industries for over
10 years. Mr. Duan has ample experience in corporate planning,
management and execution.

Mr. Shi Xinbiao, aged 52, was graduated from Zhongnan University of
Economic and Law with major in business and economics administration.
He was the vice general manager of the finance department of C-BONS
Group from 2006 to 2008. He was also the financial controller of Landing
Holding from May 2008 to December 2011. He also acted as a director and
general manager of Landing Holding from August 2012 to November 2015.
Mr. Shi has been the vice president of a local property developing
company in the PRC since March 2016.
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Non-Executive Director

Mr. Cao Yuyun, aged 56, had worked in various positions, including deputy
general manager of head office sales department, deputy branch manager
and general manager of operation center, at Agricultural Development
Bank of China for over 10 years until May 2011. He then joined Anhui
Landing Holding Group Co., Ltd. (ZH & SR EE AR A F) (“Anhui
Landing”) in May 2011 and currently he is a director and vice president of
Anhui Landing. Mr. Cao was also a director and the chairman of Landing
Holding from October 2013 to December 2014.

Independent Non-executive Directors

Mr. Bao Jingiao, aged 52, was graduated from Anhui University with
research study in Civil Law in 1988 and obtained a Master Degree in Law
from Shanghai Academy of Social Sciences. He is a lawyer qualified to
practise in the PRC. Mr. Bao is the founder and partner of Anhui Chengyi
Law Firm since 2000. Mr. Bao was an independent director of Anhui Kouzi
Distillery Co., Ltd. which is listed on the A-share market on the Shanghai
Stock Exchange (stock code: 603589) until April 2017. He is currently an
independent non-executive director of Landing International Development
Limited (“Landing”) which is listed on the Main board of the Stock
Exchange (stock code: 582).

Mr. Wong Chun Hung, aged 44, was graduated from Hong Kong Baptist
University with a bachelor degree in accounting. He is a member of the
Hong Kong Institute of Certified Public Accountants and has over 10 years’
experience in accounting, auditing and consulting. Mr. Wong has been the
director of B&C Finance and Corporate Advisory Limited since December
2005. He is also an independent non-executive director of Asia Pacific Silk
Road Investment Company Limited (formerly known as Pacific Plywood
Holdings Limited) (stock code: 767) and Landing which are listed on the
Main Board of the Stock Exchange.

Mr. Leung Pok Man, aged 49, was graduated from York University in
Toronto, Canada with a bachelor degree in business studies. He has over
16 years’ experience in sales management & business development in the
industry relating to information technology and audio visual systems. He is
currently the sales and business development consultant of a trading
company of information technology and network products and mobile
accessories. In addition, he also acts as an executive director of PacRay
International Holdings Limited (stock code: 1010) which is listed on the
Main Board of the Stock Exchange.

COMPANY SECRETARY

In November 2015, Mr. Poon Ka Lee Barry has resigned, and Mr. Lee Chi
Hua Joshua was appointed as the company secretary of the Company. His
biographical details are set out in the sub- section headed “Directors” in
this section.
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INTRODUCTION

The Board is pleased to present Environmental Social and Governance
(ESG) Report to demonstrate the efforts toward sustainable development.
The report has been prepared in accordance with the standards set forth
by the Hong Kong Exchanges and Clearing Limited in its Environmental,
Social and Governance Reporting Guide, which covers the subject areas of
environmental protection, workplace quality, operating practices and
community investment. Unless otherwise specified, this report covers the
Group’s progresses and performances on ESG issues from 1 January 2017
to 31 December 2017 (the “Reporting year”), focusing on the Electronics
Manufacturing Services (“EMS”) business conducted by the subsidiaries
with the manufacturing plant located in Guangzhou (“Guangzhou
Factory”).

The principal activities of the Group are primarily manufacturing consumer
electronic products through offering One-Stop Solutions to a number of
international brand owners. The Group’s headqguarter office is located in
Hong Kong with its diversified customer bases covering Japan, Asia-
Pacific region, America and Europe.

During the Reporting year, the Group is achieving and benchmarking with
well-recognised International Guidelines and protocols of Sustainable
development. The major areas to be reporting are (I) Environmental
Protection and (II) Social Commitment.

A. ENVIRONMENTAL PROTECTION

To demonstrate the Group’s commitments to sustainable
development and compliance with applicable Regional Laws and
Regulations relating to environmental protection, we endeavor to
maintain green manufacturing processes and office operational
practices in order to minimize the adverse environmental impacts of
our business activities. Achieving the balance among another two
pillars of society and economy of the sustainable development, the
Group is dedicated to contribute to the environmental, the third
pillar of the sustainability and following these principles to minimize
our adverse impacts on the environment:

. Complying with all the applicable Regional Laws and
Regulations from all levels and functions of the organization
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. Assuring needs, expectations and/or applicable legal
requirements (if any) of the relevant interested parties; the
person or organization that can affect, be affected by, like
shareholders and/or stakeholders including customers,
suppliers, communities, regulators, non-governmental
organizations, investors and employees relating to
environmental protection being communicated and
understood

. Employing I1ISO-14001 Environmental Management System to
adopt systematic approach to effectively protect the
environment and respond to changing environmental
conditions in balance with socio-economic needs

. Ensuring sufficient investments and resources for the
environmental-friendly facilities, equipments and instruments
that are operating safely, effectively and more efficient

. Reinforcing promotion of conservation commitments,
educational training, and enhancing staff’s environmental
protection awareness

. Incorporating environmental targets and objectives into our
business strategic visions and competitive implication by
aligning them with business priorities and decision making

The Group acts as a responsible corporate citizen by complying with
all the applicable Regional Laws and Regulations for our business
activities in People’s of Republic China, maintaining the Guangzhou
Factory are ISO-14001 Environmental & OHSAS-18001 Occupational
Health & Safety management system certified since 2009 & 2010
respectively. It is the Group’s ambition to sustain compliance
obligation, safe production, resources conservation, pollution
mitigation, wastes reduction, accident-free as well as packaging
materials recycling. The Group is continuously incorporating
environmental targets into business decision making, we believe
that protecting the environment is always the crucial concerns for
our manufacturing nature business. During the Reporting year, the
Group did not receive any non-conformance with applicable Laws
and Regulations of PRC in relation to environmental protection in
respect of our business activities.
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Emission

The Group attaches great importance to mitigate the possible
adverse impact of its EMS business on the environmental, and
considers environmental protection mindset an important obligation
during its production and operating activities. The Group’s major
environmental aspects mainly relates to energy consumptions and
wastes generation, nevertheless, the impact to natural resources is
minimal due to our business nature.

KPI Al.1 The type of emissions and respective emissions data

Emission from gaseous fuel consumption

During our operation, the factory’s canteen use Liquefied petroleum
gas (LPG) as the cooking fuel. The burning of LPG generates
nitrogen oxides (NOx) and sulphur oxides (SOx) to the environment
nearby. The approximate amount of NOx and SOx produced from
our operation in Guangzhou are shown in the table below:
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Total NOx emissions (kg) Total SOx emissions (kg)

Region 2 RECMBERE (TR) WMECWBHERE(TR)

China =8

Emissions from Vehicles

During our operation, the usage of light good vehicles generates the
emission of nitrogen oxides (NOx), particular matters (PM) and
sulphur oxides (SOx) to the environment nearby. The approximate
amount of NOx, PM and SOx produced from our operation in
Guangzhou are shown in the table below:

7,114,981.92 35,397.92

B

EHRMELBIET  CAEREHER
FEREHFRAALY BHROELHESR
1t - ZPEMEBEENAALD B
HE MBI YOO BEMTRAT

Total Total Total
NO, emissions PM emissions SO, emissions

(9) (9) (9)
Z&|Y BHRYE &AL

BB E (3R) B E (32) B E (=)

China H 46,981.67 4,437.48 89.15
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Emissions from production

Volatile organic compounds (VOCs), is the major organic waste
which is air pollutant being produced during the paint spraying
process for our products. Therefore, the governance of industrial
waste gases containing VOCs is the main focus and control area for
our product fabrication processes. Besides VOCs discharges,
benzene, toluene and xylene are also the air pollutant being
produced during our production process. During the review period,
a licensed party was outsourced for the Group to carry out an
inspection assessment regarding to the average density (“AD”) and
speed (“AS”) of waste gas emissions from our factory. The
assessment confirmed by Guangzhou Baiyun District Environmental
Monitoring Station concluding that our waste gases emissions had
met the discharge control limits of the applicable environmental
regulations in the PRC with the results are shown as below:

Waste gases of emissions Benzene Toluene Xylene
BRER E3 b3 RR
AD(mg/m®)  AS(kg/h) AD(mg/m®)  AS(kg/h)  AD(mg/m’)
(E% (Fz/ (E% 63:%4 (B%
ThK) ) Ih%K) NE§) Ih%)
Assembly factory block A~ ERIRAE ND* 1.1x10* 0.11 25¢10° ND
Discharge Control Limits HsRE 12 15 40 96 70
Results &R Passifi  Passi PassiB Passii PassiEid
SMT factory block B SMTHBE ND* 1Ix10° 0.2 313107 017
Discharge Control Limits FHasRE 2 086 4 537 70
Resuls &R Passifi  Passi PassiBB PassiB PessiEi
Plastic block C ERCR ND* 1.4x10° 514 9.1x10°% 0.67
Discharge Control Limits HERE 12 0.53 40 2 70
Results &2 Passifi  PassiBB  PassiB PassiB PessEi

*Remarks: ND is not detected

AS(kg/h)
(T

11x10*

3l
Pass i

26x10°

174
Pass i

19:10°

1.06
Pass i
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Sampling Assessment
Volatile organic compounds  collection date Report No.
EREBELGY  BERH THERERS
AD(mg/m?)  AS(kg/h)
8%/  (fx
IHK) M)
158 0.036 29 June 2017 Environment assessment
ZE-ERAZHRE BRI
MB(2017) No.1792
256 0.04 18 April 2017 Environment assessment
“I-LERATAR SRR
MB(2017) No.1275
148 0.043 18 April 2017 Environment assessment
“T-LEmATAR R
MB (2017) No.1275
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KPI A1.2 Greenhouse gas emission

The Greenhouse gas emissions discharged by the Group was mainly
due to Indirect Scope 2 emissions from purchased electricity for the
production factory. In addition, we also had Direct Scope 1 emissions
principally resulted from the consumptions of liquefied petroleum
gas for running the canteens, burning of diesel fuel by the power
generators and usages of factory vehicles. There were Carbon-
dioxide equivalent Scope 1 Direct and Scope 2 Indirect emissions
figures tabulated as below:

Emission type

Direct emission (Scope 1) BEEER(FBE
Indirect emission (Scope 2) FEEEE (& 2)
Total emission BHEWE

BERBEEALEEREER

AEEMNAEREBENEEREEELR
BEENHOEE 2 FEYN o 1IN - BN
BHENEEEN  FEREBREFARIE
AR - BB S A R A TR E
o —AtikESHEEE MEE2HEE
PEME BB TR -

Total carbon dioxide
generated equivalent

(tonnes)
—EmEAEE ()

279.94
6,372.08
6,652.02

Intensity figure (tones)

Emission Intensity

Emission per unit of production

As the Paris Agreement sends a clear signal that the shift to a low-
carbon economy is inevitable and everyone must play their part as a
corporate citizen. In order to facilitate such transition, the Group has
participated to the Supply Chain Carbon Disclosure Program (CDP)
in which the CDP platform helps to highlight and spur meaningful
action on tackling climate change by capturing vital data on climate
change in order to improve collaboration and encourage
transparency. Our greenhouse gas emission is reported on the CDP
platform on an annual basis.
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KPI A1.3 Hazardous waste emission

The Group is dedicated to managing waste in a responsible way and
strives to optimize the use of resources. The Guangzhou Factory has
established a comprehensive hazardous waste management system
and carries out disposal of hazardous waste in accordance with
relevant laws and regulations. Our hazardous waste were mainly
included waste activated carbon with organic matters, banana oil
polluted waste fabrics, waste lubricant and engine oil, waste
emulsion oil, waste paint and paint residual There was a storage area
in the factory for storing hazardous solid waste. Our factory had
been worked with qualified vendors to dispose of hazardous waste.
During the review period we had collected and disposed of the
following hazardous wastes:

Waste type

Total hazardous waste

KPI A1.4 Non-hazardous waste emission

Our Non-hazardous waste from the Guangzhou Factory operation
mainly attributed to scrap, wasted packaging materials, waste
residual from sewer and filter tank as well as other domestic waste.
Packaging materials were mainly included cardboard boxes for
products wrapping up for deliveries. We have been considering the
principles of environmental friendly in our packaging design, and
select more eco-friendly packaging materials and reducing the
weight of materials used for our products. During the review period,
we had recorded the following non-hazardous wastes disposal
figures:

Type b =id]

FERL M EE R B R

Scrap and wasted packaging materials

KB R B R REE

Waste residual from sewer and filter tank

The Group continues to practice paper saving initiatives, such as
default double-sided printing, reminder for staff to have
environmentally friendly photocopying habit, and separated
collection of waste paper for effective recycling. Recycling bins were
allocated in the office areas for regular practices for used paper
recycling. Employees were encouraged to read and send files
electronically to reduce printing.
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REEY)

Amount (tonnes)

& (W)

2.03
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Use of Resources

The Group adheres to the concept of energy conservation and
emission reduction for green production. The major resources used
by the Group are principally attributed to electricity, water and
packaging materials consumed at Guangzhou factory. We aim to
improve our energy utilization efficiency to achieve low-carbon
practices and emission reduction throughout our production and
operation, and strive to save the resources. The consumptions of the
Group for electricity, water and packaging materials were:

KPI A2.1 Indirect electricity consumption

Region ih @

BN T AE

Guangzhou factory electricity consumption

KPI A2.2 Water consumption

ERF A

AEEBRERSHEHRFNER  ABRZE
FE - AEBEANIZEERIZ2HERAR
BN IHEENE ] KERBEME -
MBEIRELEEREEBETRDERM
AE - BREFKRFSBER LB HHL
BR AEENESN  KRBEMEER
W

BERBEEALIBERS

Kwh

FRE
9,335,280

BRRBAERA2.2 AKX

Cubic meters

Region ith &=

Guangzhou factory water consumption &N T A7k

The Group has implemented guidelines and policies for energy
saving management which include in-house rules and regulations
for both office and factory employees to follow. The implementation
of policy is the follow-up plan after the Third-party Certifications
upon the ISO-14001 and OHSAS-18001 management Standards. An
environmental management team is developed and authorized to
set up the targets, indices for emissions level as well as developing
management programmes. General affairs department is responsible
for carrying out the monitoring work for effective uses of resources.

We have implemented a range of measures designed to reduce
emissions and cut down its consumption of energy and natural
resources. We also promote a paperless office and encourage staff
to reduce electricity and water usage in their daily work to create a
green office. To reduce remarkably the consumption of electrical
energy, the Guangzhou factory has gradually replaced the traditional
lighting tubes with energy-saving tubes that enjoy higher efficiency
and longer life cycle. The factory has applied push-button taps
instead of screwdriver faucet in order to reduce water wastage. We
have established a maintenance and conservation policy for
production and non-production equipment which aims at enhancing
the optimal use of machineries and equipments. Hence, achieving
the least electricity consumption and greenhouse gas emissions.
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In addition, a number of energy conservation promotional banners
and posters were post up in various places to remind workers.
Through catchy slogan and posters, everyone paid high attention to
environmental protection and resource conservation.

The Group has a strong focus on the water conservation, and
therefore tries to prevent water pollution which is mainly generated
from workers’ living activities. The Guangzhou Factory promotes
sewage bio-chemical treatment facility and water reuse, so as to
reduce the amount of water consumption and ensure water is used
sustainably. We build our own sewage treatment facilities in the
factory to undertake sewage treatment before discharging, the
water from reclaimed water tank is used for irrigation in staff living
quarters.

KPI A2.5 Packaging materials used for finished products

Our packaging materials for each finished goods include label, paper
packing materials such as cardboard box, plastic bag and styrofoam.
During the review period, the packaging materials consumption is
shown in the following table:

BEMBEE

Type of packaging material
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#

Label 2% 16,800,859.50
Paper packing material KB MR 41,415,643.40
Plastic bag R 15,242,674.20
Foam SR 5,000,107.60
Total 4t 78,459,284.70

The Group is dedicated to consume the least packaging materials as
possible. It is the Group’s practice to implement production planning
in a timely basis so as to assess the least amount of packaging
materials needed The Group is also committed to source recyclable
packaging materials from suppliers with eco-friendly practice and
engagement.
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SOCIAL COMMITMENT
Employment and Labour Practices

Quality talents are the Group’s valuable assets for maintaining
business sustainability. The Group has implemented practices and
adopted “Staff Handbook” with respect to: (i) compensation and
dismissal; (ii) recruitment and promotion; (iii) working hours; (iv)
rest periods; (v) equal opportunity; (vi) diversity; (vii) anti-
discrimination; and (viii) welfare and other benefits that all
information and procedures are complied with the Labor law of the
People’s Republic of China, Labor Contract Law of the People’s
Republic of China and other relevant laws and regulations.

The Group strictly complies with International Labour Standards and
the government’s “Provision on the Prohibition of Using Child Labor”
(% FfF A & I #8 5F ). No juveniles under 16 years old are being
recruited.

In order to maintain harmonious labour relationships, the Group
firmly eradicates any forced labour, employment discrimination and
occupational discrimination. The Group protects the rights of staff in
terms of providing rest and leave days according to relevant
governmental laws and regulations.

During the Reporting year, the Group was complying sustainably
with laws and regulations relating to employment and labour
practices.

Health and Safety

The Group rigorously complies with the “Law of the People’s
Republic of China on Work Safety” ({FF#E AR E B 2 2 £ EE))
and other relevant laws and regulations in order to maintain health
and safety working environment. We have set up policies and
procedures in regulating occupational health and safety and on-the-
job training is provided for the employees in order to minimize the
potential risk of accidents, injuries and exposure in relation to health
risks.
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The Guangzhou factory had obtained Quality Management System
Certification (ISO9001) and Environmental Management System
Certification (1ISO14001) formulated by the International
Organisation for Standardisation (“ISO”) and they were certified,
thus effectively guaranteeing the establishment of a healthy, safe
and stable working environment. Daily operations are inspected by
relevant departments, according to the occupational health and
safety requirements of the respective company. Any non-
compliance will also be identified and rectified on a timely basis.
Furthermore, the Guangzhou factory has designed several safety
requirements so as to avoid fire and industrial accidents, such as:

. Fire-fighting facilities like fire extinguishers are well quipped.

. Designated staff conducts inspection from time to time so as
to ensure the exit passageway clear and unblocked.

. Fire drills are organized twice per year.

During the Reporting year, the Group did not receive any non-
conformance with the health and safety laws and regulations.

Development and Training

The Group places strong emphasis on the career development of
individual employees. Employees are encouraged to keep abreast of
the changing world and pursue continuing educations, so as to cope
with the rapidly changing society and meet the evolving corporate
development needs. The Group encourages its employees to
participate in individual continuing education programs which are
related to their job duties, with a view to strengthening the
professional career training of its staff teams, promoting
professional expertise of management teams and stimulating the
potential abilities of employees. In addition, in order to enable new
staff to fit into the Company and comprehend the company policy
and corporate culture as soon as possible, the Group provides basic
orientation training for all the new staff and provides its
management personnel and employees with on-the-job education,
training and other opportunities to improve their skills and
knowledge. The Group continues to intensify its efforts to promote
staff training programmes. This helps provide the necessary
protection for talent reserves for corporate development.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RIE - g MERHE

BN B BUS BB S XL 4B 4% ([1SO 1)
EREEERRFHRE(S09001) MIRIEE
B RGRE (1SO14001) » WBAEZ - B
¥EUER - 22 BEMIERERE
BANRE - BERIERBAISMIESA
T%H%ﬁﬁﬁﬁiﬁm TRE IR
B At IE B IR AT B PSR o o - BT
BMERFTZHELZE2RTE W2 AKET
=i fln

. B BCHIR NE FE E HR OB 28
# e

BEABTHUEARRRZ2BER
M o

Fﬁd 4E+

. BEABMRINERS -

RBEFE - $%li?\%ﬂ?&&ﬁ?§&@
L 2REERNE

B KIEH

AEE-EEREEEANEERRER I
SEREEREYE - FEEE  AEN
ﬁAEﬁﬂﬁm """"" MEEPRSRERNT

o NEETHENE TS HER T FmR A
E’MIJ\}’QIZ%E' PAhnsg 8 T By (h e g 3¢
B RAEEEBNERENEBAESR
TH)ERE © tho - REFER TREHER
BARE THRABNGHEMEEL
REBAMANE TRHEABEREI
WRAHMOERAERE TREHEERKE -
Al R B E - AT S e R RE R A
o AEBREMBHETE THIIRE
BEENERMEAT FHEEHSEOMR

b -

Annual Report &3 2017

41



42

Supply Chain Management

The principal raw materials and components used in Guangzhou
factory production include ICs, PCBs, plastic, motor and battery. At
present, the majorities of manufacturing materials are purchased
domestically. The factory typically procures raw materials and
components upon receipt of purchase orders from its customers. In
order to ensure that the raw materials and components procured
are of the requisite standards, The Purchasing Department is
responsible of procurement of raw materials, and manages sourcing
for our supply chain. An approved vendor list is maintained for each
of its principal raw materials and components and the vendor list is
reviewed periodically.

To enhance supply chain management, the Group has formulated
management systems and regulates the supplier selection process
to systematically evaluate and qualify new suppliers. This enables
top notch suppliers to enter its supply system and become its
qualified suppliers, thereby facilitating its stable procurement
development. According to the Group’s “Standard Operating
Procedure” and quality management system relating to the supplier
management process, the Group carefully manages and selects
qualified suppliers and carry out regular evaluations to safeguard
the quality of its materials and to ensure its product delivery
schedules, establishing a foundation for providing quality products
to our customers. Customers are becoming more concerned about
environmental issues, and stress us the importance of using
environmental- friendly materials. We will continue to communicate
these demands to our suppliers, strengthen our cooperation with
suppliers regarding their ability to deliver environmental-friendly
materials, coordinate with them in sampling trials, and work with
them to produce societal benefits.

Product responsibility

The Group is committed to supplying quality products and providing
quality services that consistently meet or even exceed our
customers’ expectations. The Group has placed a strong emphasis
on quality assurance and has adopted stringent quality assurance
procedures at different stages of its business operation including the
pre-production process, the procurement of raw materials and
components and the monitoring of production processes and the
inspections of finished products to ensure the qualities of its
products.
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Guangzhou factory has been successfully transited to new version
of 1ISO-9001:2015 and that of IATF-16949:2016 Certified for
Automotive products in 2017 too. In addition, Guangzhou Factory
was ISO-13485 Certified for Medical Devices.

The Guangzhou Factory has a team who is responsible for quality
control and quality assurance. It also has an independent quality
assurance department that reports directly to the top management
on product quality matters. Quality assurance functions are
performed throughout the production processes from the raw
materials and components procurement stages to product delivery
stages to ensure that the products can meet the required national
standards and certain industry standards applicable to such
products. Industry standards for products adopted by the factory
including:

(i)  IPC-A-610F Acceptability of Electronics Assemblies for PCBA
workmanship requirements;

(i) RoHS (Restriction of Hazardous Substances Directives
2002/95/EC); and

(iii)  REACH (Registration, Evaluation, Authorisation and Restriction
of Chemical substances).

Our products are also in compliance with various international safety
standards including:

(i)  FCC standards — product standards which are applicable to
telephone and IT;

(i) UL standards — standards for product safety;

(iii) CSA standards — standards for product safety and
performance;

(iv) China Compulsory Certification — a mandatory certification
system concerning product safety in China; and

(v) CE — European Union consumer safety, health or
environmental requirements.
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Intellectual property

Our legal department is in charge of protecting our intellectual
property. In addition to highlighting and protecting intellectual
property and ensuring we respect the intellectual property of others,
we protect the fair competition environment, and comply with
industry standards and criteria. During the year, the Group has not
experienced any infringement of its intellectual property rights by
third parties. Also, the Group was not involved in any material
litigation or legal proceedings for violation of intellectual property
rights and there was no material violation of the same.

Customer relationship management

Customer satisfaction is the foundation of an enterprise’s
competitiveness, and the Group continuously tries to improve on
this aspect. The Group has a customer-oriented focus and strives to
provide quality products and services by continuously hearing what
its customers are looking for. A policy “Communication and Service
with Customers Manual” ((ELEE 2 A /838 & RIS IE HIF2 7)) has set
to standardize the procedure for customers’ communication in order
to promote operation consistency and increased responsiveness to
customers’ changing needs. The Group collects customers’
feedbacks relating to its manufactured products which are used as
important references in its constant efforts to improve product
quality and promote customer satisfaction. The Group is always
trying to improve, and address complaints or feedback quickly to
resolve any issues. A Customer Services Department has set up to
maintain ongoing communication with customers and ensure the
Group can provide excellent service. The Group put great emphasis
on protecting customer privacy, and implement stringent internal
management for marketing activities to safeguard customer
information security.

During the Reporting year, the Group did not receive any non-
conformance with relevant laws and regulations related to product
responsibility.
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Anti-Corruption policy

As corruption is detrimental to fair competition and corporate
integrity, anti-corruption has become one of the main corporate
business ethics principles for many of the world’s premier
enterprises. We advocate honest operation and fair competition,
and require that our staff comply with the national laws and
regulations, as well as the Group’s regulations and systems. To
promote compliance in the workplace, we also focus on
anticorruption and anti-bribery principles for staff.

As part of the Group efforts to make anticorruption an important
corporate management activity, it sets up whistle blowing channels
to help prevent irregularities. All staff must comply with the Group’s
business code of conduct, which aims to prevent corruption from a
system perspective. The Group also continues to improve its internal
control and monitoring system. If problems are identified, the Group
takes immediate action, and has a zero tolerance approach to
corruption in order to prevent irregularities.

During the Reporting year, the Group did not receive any non-
conformance with relevant laws and regulations related to anti-
corruption.

Community Investment

In terms of community involvement, the Group continues to run a
corporate social responsibility programme, in which it encourages
employees to participate in community services and contribute to
care needs of the community. As part of its efforts to promote
education, one of the subsidiaries of the Group made a donation to
the Student Subsidy Program organised by Guangzhou Baiyun
District and the educational fund for supporting the education of the
Guangzhou factory workers’ children in 2017. The Group also
sponsored its employees to participate the Million Walk organised
by the Community Chest.
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The Board is pleased to present their report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the
principal activities and other particulars of the Company’s subsidiaries are
set out in note 23 to the consolidated financial statements. There were no
significant changes in the nature of the Group’s principal activities during
the Year.

BUSINESS REVIEW
OVERVIEW

Details of (i) business review (ii) principal risks and uncertainties and (iii)
future development of the Group’s business are set out respectively in the
“Business overview”, “Key risks and uncertainties” and “Prospects”
sections under “Management Discussion and Analysis” of the annual
report.

An analysis of the Group’s performance during the Year using financial key
performance indicators is set out in the Group’s Five-year Financial
Summary on pages 178 to 179 of this annual report. Particulars of
important events affecting the Company that have occurred since the end
of the financial year ended 31 December 2017 are set out in note 45 to the
consolidated financial statements.

The Group understands the success of the Group’s business depends on
the support from its key stakeholders, including employees, customers,
suppliers, banks, regulators and shareholders. The Group will continue to
ensure effective communication and maintain good relationship with each
of its key stakeholders.

RESULTS AND DIVIDEND

The Group’s loss for the year ended 31 December 2017 and the Group’s
financial position at that date are set out in the audited consolidated
financial statements on pages 63 to 66.

The Board does not recommend the payment of a dividend for the year
ended 31 December 2017 (2016: Nil).
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FINANCIAL SUMMARY

A summary of the published results and assets, liabilities and non-
controlling interests of the Group for the last five financial years, as
extracted from the audited consolidated financial statements is set out on
pages 178 to 179. This summary does not form part of the audited
consolidated financial statements in this annual report.

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year amounted to
HK$485,000 (2016: HK$509,000).

SHARE CAPITAL

Details of movements in the Company’s share capital during the Year are
set out in note 37 to the consolidated financial statements in this annual
report.

PRE-EMPTIVE RIGHTS

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

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

There was no purchase, sale or redemption of the Company’s listed
securities by the Company or any of the subsidiaries during the year
ended 31 December 2017.

RESERVES

For the year ended 31 December 2017, the loss attributable to shareholders
of the Company amounted to HK$128.4 million. The Company’s reserves
available for distribution comprise share premium and accumulated
losses/retained profits. Under the Companies Law of the Cayman Islands
and the provisions of the Memorandum and Articles of Association of the
Company, the Company’s share premium account may be applied by the
Company in paying distributions or dividend to shareholders of the
Company provided that immediately following the date on which the
distribution or dividend is proposed to be paid, the Company shall be able
to pay its debts as they fall due in the ordinary course of business.

As at 31 December 2017, the Company has no distributable reserve that
was available for distribution to the shareholders.
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RELATED PARTIES TRANSACTIONS

Related parties transactions of the Group during the Year are disclosed in
note 44 to the consolidated financial statements in this annual report.

CONNECTED TRANSACTIONS

During the Year, the Company and the Group had the following connected
transactions, certain details of which are disclosed in compliance with the
requirements of Chapter 14A of the Listing Rules.

Connected transaction

Saved as disclosed below, there were no other transaction which need to
be disclosed as connected transaction pursuant to Chapter 14A of the
Listing Rules.

On 18 July 2017, Healthcare Holdings (Shenzhen) Co., Ltd (“Purchaser”), an
indirect wholly owned subsidiary of the Company and Anhui Huayuan
Pharmaceutical Company Limited (“Vendor”) entered into the share
purchase agreement (“Agreement”) in respect of the sale and purchase of
51% of the entire issued share capital of Anhui Huayuan Guoyi Medical
Investment Management Limited (“Guoyi”) at the consideration of RMBI.
The acquisition represents a good opportunity for the Group to expand
into the medical industry and to broaden its income base. The terms of the
Agreement were arrived at arm’s length negotiations between the
Purchaser and the Vendor.

The Vendor is indirectly wholly-owned by Mr. Yang Zhihui, a substantial
shareholder of the Company, and therefore is a connected person of the
Company. Hence, the acquisition constitutes a connected transaction of
the Company.

Guoyi is a company incorporated in the PRC in 2005 and principally
engaged in trading and selling of medical equipments (such as
Gastroscopy and Duodenoscopy) to customers including local hospitals.
Guoyi mainly focuses on medical business in the Anhui Province, the PRC.
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MAJOR CUSTOMERS AND SUPPLIERS

During the Year, total sales to the Group’s five largest customers
accounted for 57.8% of the Group’s sales for the Year and sales to the
largest customer included therein amounted to 30.2%. Total purchases
from the Group’s five largest suppliers accounted for 13.2% of the Group’s
purchases.

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

EMOLUMENT POLICY

The Remuneration Committee was established for reviewing the Group’s
emolument policy and structure for all remuneration of the Directors and
senior management of the Group, having regard to the Group’s operating
results, individual performance and comparable market practices.

DIRECTORS

The Directors of the Company during the Year and up to the date of this
report are:

Executive Directors:

Mr. Gong Shaoxiang (Chairman)

Mr. Lee Chi Hwa Joshua

Mr. Duan Chuanhong (appointed on 1June 2017)
Mr. Shi Xinbiao (appointed on 16 October 2017)

Non-executive Directors:

Mr. Cao Yuyun
Mr. Chan Kin Sang (resigned on 31 July 2017)

Independent non-executive Directors:

Mr. Bao Jingiao
Mr. Wong Chun Hung
Mr. Leung Pok Man

With effect from 31 July 2017, Mr. Chan Kin Sang (“Mr. Chan”) resigned as a
Non-executive Director of the Company due to his personal reasons and
other business commitments. Mr. Chan has confirmed that he has no
disagreement with the Board and there is no matter in respect of his
resignation that need to be brought to the attention of the shareholders of
the Company.
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In accordance with Article 108(a) of the Articles of Association of the
Company and code provision A.4 of the Code under Appendix 14 of the
Listing Rules, Mr. Lee Chi Hwa Joshua and Mr. Leung Pok Man will retire by
rotation at the forthcoming annual general meeting and, being eligible, will
offer themselves for re-election.

Furthermore, in accordance with Article 112 of the Articles of Association
of the Company, Mr. Duan Chuanhong and Mr. Shi Xinbiao are subject to
retirement at the first annual general meeting after their appointment and,
being eligible, will offer themselves for re-election.

The Company has received annual confirmations of independence from
Mr. Bao Jingiao, Mr. Wong Chun Hung and Mr. Leung Pok Man, and as at
the date of this annual report, the Company still considers them to be
independent.

DIRECTORS' BIOGRAPHIES

Biographical details of the Directors of the Group are set out on pages 30
to 31 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS' INTERESTS IN CONTRACTS

No Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group subsisted at the end
of the Year or at any time during the Year to which the Company, its
holding company, or any of its subsidiaries or fellow subsidiaries was a
party.

MANAGEMENT CONTRACTS

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

PERMITTED INDEMNITY PROVISION

Under Articles of Association 191 of the Company’s articles, the directors
shall be indemnified and secured harmless out of the assets and profits of
the Company from and against all actions, costs, charges, losses, damages
and expenses which they or any of them shall or may incur or sustain by
or by reason of any act done, concurred in or omitted in or about the
execution of their duty, or supposed duty, in their respective offices,
provided that this indemnity shall not extend to any matter in respect of
any fraud or dishonesty which may attached to any of them. Such
permitted indemnity provision is currently in force and was in force
throughout the financial year.
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INTERESTS AND SHORT POSITIONS OF THE DIRECTORS
AND CHIEF EXECUTIVES IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2017, no interests and short positions in the shares,
underlying shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance ("SFO")) were held by the Directors and chief executives of the
Company which are required (i) to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which were taken or deemed to
have under such provisions of the SFO); (ii) pursuant to section 352 of part
XV of the SFO, to be entered in the register referred to therein; or (iii)
pursuant to the Model Code for Securities Transactions by Directors of the
Company contained in the Listing Rules to be notified to the Company and
the Stock Exchange.

As at 31 December 2017, none of the Director is a director or employee of
a company which has an interest or a short position in the shares of the
Company (the “Shares”) or the 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.

INTEREST AND/OR SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS OF THE COMPANY IN THE SHARES AND
UNDERLYING SHARES

As at 31 December 2017, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of Part XV of the
SFO shows the following shareholders had notified the Company of
relevant interests, being 5% or more of the issued share capital of the
Company.

Capacity

5% RO BE

Beneficial Owner
EnEA A

Power Port Holdings Limited
(“Power Port”) (Note 1)
Power Port Holdings Limited

(TPower Port ) (KtzE1)

Mr. Yang Zhihui (“Mr. Yang”) (Note 1) Held by controlled
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EEZ B - BB RMESF 2K
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/ﬁ\()%
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BES RERERGIEXVEET7 R85 A& AN
SARR R (BEREE S B G2
BRGSUR E R SR 2 s Xk R) ¢ ()
IRIERE S5 S HE R BIEE XV BB 5 352 B R0 A FZ 6P
Mz EREMA KA RE LT RRAEA R
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Percentage of
issued Share

Number of Long or Capital of the

shares held  short position Company

HARQAT BT

HRERAE BABED L

1,516,340,000  Long 25.50%
[S5=)

1,516,340,000  Long 25.50%
[S=)

MESZRE(WEED (HaE1)

corporation

BRI HEERE
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Percentage of
issued Share

Number of Long or Capital of the
Capacity shares held  short position Company
AR AT B BIT
g4 FIEROEE JFEIXRE BARED L
Ms. Xu Ning (“Ms. Xu”) (Note 2) Interest of spouse 1,516,340,000  Long 25.50%
(M) (faE2) [N HE
Keywan Global Limited (Note 3) Beneficial Owner 990,000,000  Long 16.65%
Keywan Global Limited (##3£ 3) BEmlEA A (55}
Mr. He Xiaoming (Note 3) Held by controlled 990,000,000  Long 16.65%
fAIZERR S & (MfFE 3) corporation e
RXEEEFE
Mr. Cao Longbing (Note 4) Beneficial Owner 727,160,000  Long 12.23%
BRI (it 4) Em#EA A S~
Hearts Capital (Asia) Limited (Note 4) Held by controlled 718,600,000  Long 12.09%
Hearts Capital (Asia) Limited (#7155 4) corporation (58]
AXIEREEEE
Hearts Capital SPC — Hearts SP2 Beneficial Owner 718,600,000  Long 12.09%

(Note 4) BEmEA A e
Hearts Capital SPC — Hearts SP2 (#f3t 4)

Long Asia Asset Management (HK)
Limited (“Long Asia”) (Note 4)

ROEEBE(BB)ERAR
(TR (HEE4)

Investment manager 718,600,000  Long 12.09%
KEKE HE
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Notes:

1. 1,516,340,000 ordinary shares are held by Power Port, a company incorporated in the
British Virgin Islands whose entire issued share capital is held by Mr. Yang.

2. Ms. Xu is the spouse of Mr. Yang. Under the SFO, Ms. Xu is deemed to be interested in

the same number of Shares in which Mr. Yang is interested.

3. 990,000,000 ordinary shares are held by Keywan Global Limited, a company
incorporated in the British Virgin Islands whose entire issued share capital is held by Mr.
He Xiaoming.

4. Long Asia is the investment manager of Hearts Capital SPC — Hearts SP2 and is
therefore deemed to be interested in the shares owned by Hearts Capital SPC — Hearts
SP2 under the SFO. 718,600,000 ordinary shares are held by Hearts Capital SPC —
Hearts SP2, a company incorporated in Cayman Islands whose entire issued share
capital is held by Hearts Capital (Asia) Limited, which in turn is 70% controlled by Mr.
Cao Longbing who is also interested in 8,560,000 ordinary shares.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the Year were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company granted to any
Director or their respective associates, or were any such rights exercised
by them; or was the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries a party to any arrangement to enable
the Directors to acquire such rights in any other body corporate.

COMPETING INTERESTS

During the Year, none of the Directors or controlling shareholders of the
Company nor their respective associates is considered to have interests in
a business that competes or is likely to compete, either directly or
indirectly, with the businesses of the Group other than those businesses
where the Directors have been appointed or were appointed as Directors
to represent the interests of the Company.

Azt -
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SHARE OPTION SCHEME

As to attract and retain the eligible persons, to provide additional incentive
to them and to promote the success of the business of the Group, the
Company conditionally adopted a share option scheme (the “Scheme”) on
31 December 2010 whereby the Board are authorised, at their absolute
discretion and subject to the terms of the Scheme, to grant options to
subscribe for the Shares to, inter alia, any employees (full-time or part-
time), Directors, consultants, advisers, distributors, contractors, suppliers,
agents, customers, business partners or service providers of the Group.
The Scheme shall be valid and effective for a period of ten years
commencing from the date on which the Scheme was adopted, subject to
the early termination provisions contained in the Scheme.

An offer for the grant of options must be accepted within seven days
inclusive of the day on which such offer was made. The amount payable
by the grantee of an option to the Company on acceptance of the offer for
the grant of an option is HK$1.00. The subscription price of a Share in
respect of any particular option granted under the Scheme shall be a price
solely determined by the Board and notified to a participant and shall be
at least the highest of: (i) the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheet on the date of grant of the option;
(i) the average of the closing prices of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the 5 trading days immediately
preceding the date of grant of the option; and (iii) the nominal value of a
Share on the date of grant of the option provided always that for the
purpose of calculating the subscription price, where the Company has
been listed on the Stock Exchange for less than 5 trading days, the issue
price shall be used as the closing price for any trading day fall within the
period before the Listing Date.

The Company shall be entitled to issue options, provided that the total
number of shares which may be issued upon exercise of all options to be
granted under the Scheme does not exceed 10% of the shares in issue
from the Listing Date. The Company may at any time refresh such limit,
subject to the shareholders’ approval and issue of a circular in compliance
with the Listing Rules, provided that the total number of shares which may
be issued upon exercise of all outstanding options granted and yet to be
exercised under all the share option schemes of the Company does not
exceed 30% of the shares in issue at the time. An option may be exercised
in accordance with the terms of the Scheme at any time during a period as
the Board may determine which shall not exceed ten years from the date
of grant subject to the provisions of early termination thereof.

There is no outstanding share option as at 31 December 2017 and 31

December 2016. In addition, no share option was granted, cancelled or
lapsed during the year ended 31 December 2017.
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CORPORATE GOVERNANCE

The Company has applied the code provisions set out in the Code
contained in Appendix 14 to the Listing Rules. Since its listing on the Stock
Exchange, the Company has complied with the code provisions of the
Code, save for the exceptions explained in the Corporate Governance
Report in this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, at least 25% of the Company’s total issued
share capital was held by the public as at the date of this annual report.

EVENTS AFTER THE REPORTING PERIOD

Details of significant events occurring after the reporting period are set
out in note 45 to the consolidated financial statements.

AUDITOR

The consolidated financial statements have been audited by RSM Hong
Kong who retires and, being eligible, offers themselves for re-appointment
at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Gong Shaoxiang
Chairman

Hong Kong
28 March 2018
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INDEPENDENT AUDITOR’'S REPORT
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TO THE SHAREHOLDERS OF
CHINA HEALTHCARE ENTERPRISE GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Healthcare Enterprise Group Limited and its subsidiaries (the “Group”) set
out on pages 63 to 177, which comprise the consolidated statement of
financial position as at 31 December 2017, and the consolidated statement
of profit or loss, 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 (the “HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

1. Going concern assessment

2. Impairment assessment of Catering Services CGU

PR ERT =R
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Key Audit Matter How our audit addressed the Key Audit Matter

BEMETETSNAEERERAER

HEETEE

58

Going concern assessment

Refer to Note 2 and Note 45(b) to the consolidated
financial statements.

The Group has recorded operating cash outflow of
HK$36,214,000 during the year ended 31 December 2017.
The Group has contracted to acquire 84.11% equity
interests of Lanzhou Scisky Healthcare Science and
Technology Company Limited (“Target Company”) which
engaged in manufacturing and sale of polyurethane
condoms at a consideration of approximately RMB258.9
million (approximately HK$319 million) with expected
completion in the foreseeable future, subject to the
fulfillment of certain conditions precedent.

Should the acquisition be completed successfully, the
Group shall assume the Target Company’s capital
commitment as disclosed in Note 45(b) to the
consolidated financial statements.

The Group’s consolidated financial statements were
prepared on a going concern basis. Management’s
assessment of going concern is set out in Note 2 to the
consolidated financial statements. This assessment required
significant management judgement and estimation.

FEEEFE
2R A MR M2 T 45(0)
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Our procedures in relation to management’s assessment
of going concern included:

— Understanding the cash flow forecasting process
and the related approval process;

— Discussing with management the reasonableness
of assumptions used in the cash flow forecasts
and comparing the assumptions to actual historic
results;

- Identifying the amount and timing of major
funding requirements during the forecast period
and comparing to related documents and
contracts;

- Critical assessment of the sensitivities and stress
testing that management performed on the cash
flow forecast; and

- Assessing the possible mitigating actions

identified by management in the event that actual
cash flows fall short of forecast.
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Key Audit Matter

HEETEE

2.

Impairment assessment of Catering Services CGU

Refer to Note 21 and Note 40(a) to the consolidated
financial statements.

Pride Review Group was newly acquired by the Group
during the reporting period and has been engaging in
catering services. As at the end of reporting period, the
Catering Services CGU had goodwill of HK$18,814,000.

The Group’s management has performed an impairment
assessment at the reporting date and determined that
there was no impairment loss for the goodwill allocated
to the Catering Services CGU.

The impairment assessment was based on a value in use
model which was dependent upon certain key
assumptions that require significant management
judgement and estimation.

EHREBESELEENRAENG

200456 BTSRRI EE 21 M 5E 40(a) °
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How our audit addressed the Key Audit Matter
RMETETROMEEEEETSE

Our procedures in relation to management’s assessment
of impairment for the Catering Services CGU included:

- Evaluating the independent external valuer’s
competence, capabilities and objectivity;

- Assessing the integrity of the valuation model;

— Assessment of the reasonableness of key
assumptions based on our knowledge of the
business and industry;

— Reconciliation of input data to supporting
evidence including approved budgets and
considering the historical accuracy of
management’s budgets; and

- Assessing the appropriateness of the discount

rate used with the assistance of our internal
valuation specialists.
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OTHER INFORMATION

The directors are responsible for the Other Information. The Other
Information comprises all of the information in the 2017 annual report
other than the consolidated financial statements and our auditor’s report
thereon.

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

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

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

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

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

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

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

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Mr. Wong Tak Man, Stephen.

RSM Hong Kong

Certified Public Accountants
29th Floor, Lee Garden Two
28 Yun Ping Road
Causeway Bay

Hong Kong

28 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

. =NV
‘e Bm

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

2017 2016
—E—tF
HK$°000 HK$'000
THET TFETT
Revenue WA 8 662,208 748,749
Cost of sales HEMK A (497,793) (598,835)
Gross profit ER 164,415 149,914
Other income EH A 10 19,524 34,419
Selling and distribution expenses HE R DX (45,578) (49,943)
Administrative expenses 1THEA (151,934) (131,420)
Other operating expenses Hhe s & (94,789) (74,637)
Loss from operations BEEE (108,362) (71,667)
Finance costs & A A 11 (13,049) (4,297)
Loss before tax BRELAIE 1B (121,411) (75,964)
Income tax expense FrisfiA X 12 (9,898) (11,074)
Loss for the year FEEFE 13 (131,309) (87,038)
Attributable to: AR & 75 BE4h
Owners of the Company VIN/NGIE YN (128,428) (82,646)
Non-controlling interests eI I = (2,881) (4,392)
(131,309) (87,038)
Loss per share BREE 17
Basic (cents per share) AR (TR (2.508) (1.668)
Diluted (cents per share) s (ZRBI) N/ATEA N/A i R
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

reBm M EMEE N

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

2017 2016
—E—tF
HK$°000 HK$'000
THET TFETT
Loss for the year FEER (131,309) (87,038)
Other comprehensive income Hitt2mE K=
Items that will not be reclassified to BT EEF S EEEmAEE -
profit or loss:
Gain on property revaluation e G 18 3,752 668
Deferred tax (charge)/credit from Y2 & 1 W IR E R 1E
gain on property revaluation (ZH) e 36 (445) 66
3,307 734
Items that may be reclassified to AEFSEEEmMIER -
profit or loss:
Exchange differences on translating BEBINERER 58
foreign operations 266 (1,284)
Exchange differences reclassified to the HEBINEKEBEFHDEEIETR
profit or loss on disposal of RILE H =58
foreign operations 40(c),(e) (429) -
Fair value changes of available-for-sale At HELFEEN AT EZH)
financial assets (40,427) (33,657)
Reclassification adjustment for HRA M EeMEERER
loss recognised in respect EEEES D EAR
of available-for-sale financial assets
— Loss on disposal —HEEE 20,339 -
— Impairment loss —REEE 28,145 25,600
7,894 (9,341)
Other comprehensive income for FEHMEUE - JOBRBIE
the year, net of tax 11,201 (8,607)
Total comprehensive income for the year F£E 2N AKE (120,108) (95,645)
Attributable to: AR & 75 FE4h -
Owners of the Company RARIHEE A (117,302) (91,253)
Non-controlling interests JEIE I 2 (2,806) (4,392)
(120,108) (95,645)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AR SRR

As at 31 December 2017 R —F—+F+_-H=+—H

2017 2016
—E—tF —E—RF
HK$°000 HK$'000
FET T T
ASSETS BE
Non-current assets kRBEE
Property, plant and equipment WME  BMENREE 18 57,876 60,900
Investment properties LB 19 30,000 -
Prepaid lease payments BENEERE 20 2,034 2,432
Goodwill [EES 21 18,814 -
Intangible assets EEEAE 22 - -
Investment in a joint venture R—EEEEENKRE 24 - -
Rental deposits Hews 2,235 -
Deferred tax assets EEFIAE E 36 2,032 5,827
Total non-current assets FRBEEHRE 112,991 69,159
Current assets REEE
Inventories =g 26 85,164 100,865
Trade receivables e E 5 BR K 270 116,806 117,442
Receivables for factoring business ZEE RN TS 2 FEU A 2700 - 14,551
Prepayments, deposits, other receivables FEFIE « 24 -~ EihfELY

and other assets REREMEE 28 55,730 154,883
Loans to employee and other parties mEEREMATER 29 94,993 -
Loan to a non-controlling shareholder of A—EIMIB AR —%&

a subsidiary IEIERR IR E K 33(ii) 120 -
Amount due from a related company FEU—FEIRAE R B 58 330 1,257 -
Available-for-sale financial assets AIHEESRHmEE 25 11,958 130,224
Current tax assets BVERfRIE & B 340 4,867
Pledged bank deposits HIRHBITER 3000 1,850 -
Bank and cash balances IRITMIR S E8R 300 479,379 208,293
Total current assets REBEEHAE 847,597 731,125
TOTAL ASSETS HEE 960,588 800,284
EQUITY AND LIABILITIES EEhEE
Equity attributable to owners NARHER AELERE

of the Company
Share capital k&N 37 5,945 4,955
Reserves i 39 648,600 469,892

654,545 474,847
Non-controlling interests JEFER = (543) (11,210)
Total equity EREE 654,002 463,637
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ra MR

As at 31 December 2017 R —ZF—+F+_-H=+—H

2017 2016
—E—tF A
HK$°000 HK$'000
FET T
LIABILITIES af&
Non-current liabilities kRBERE
License rights payable R REFE ST AR - 2,095
Deferred tax liabilities ELEFIBAE 36 4,198 3,763
Total non-current liabilities FRBEERE 4,198 5,858
Current liabilities REBEE
Trade payables ENESER 31 74,829 81,452
Accruals and other payables TBIREH &Eﬁﬁfgﬁyﬂlﬁ 32 169,169 159,072
Amount due to a joint venture R —HEEaEER 330 - 67
Amount due to a non-controlling N —REHEA 72 %
shareholder of a subsidiary FEIE AR IR B T TE 330) 535 327
Borrowings (=i 34 43,139 79,712
License rights payable TR REFE S IR 6,184 4,904
Product warranty provisions E iR G 35 3,336 3,800
Current tax liabilities BIHAf B B & 5,196 1,455
Total current liabilities RBEEHEE 302,388 330,789
TOTAL EQUITY AND LIABILITIES ERREERE 960,588 800,284

BFen 2 N\F=AZ+/N\BHAELHT
ATRERE

Approved by the Board of Directors on 28 March 2018 and are signed on
its behalf by:

Lee Chi Hwa Joshua

E3-F

Gong Shaoxiang

#DH
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

== N\ 7 Z
N 1; / T = T %}J %
I\\/

For the year ended 31 December 2017 #Z - =F

Share
capital

—tFFZA=1—HILFE

Foreign

Share currency
premium Merger  translation
account reserve eserve

Attributable to owners of the Company

FATRRARE

Investment
revaluation
reserve

Property
revaluation
Teserve

Contributed
surplus

Statutory
Teserve

Capital
resrve

BAfi

Capital (accumulated

contribution

S

Retained

profits/ Non-

controlling
interests

losses) Total Total equity

ReER

(BitER) #ehis

At January 2016 RZZ-AE-F-B 495 071740 51 1497 20.2% = 18298 2319 2976 179,258 553,960 (5958) 548002
Tota comprehensive ncome ER2ENGLE

for the year (1,284) 734 (8,057) (82,646) (91,253 (439 (95,645)
Transter to tatutory reserve BRTITRE 183 (189)
Capial contrbution from oans from KB —~BFBRE

asubstantal shareholder SHMERHE - 1180 11280 R IV
Deemed disposal of partalnterest ~~ EERE-BHEAT

inasubsidery (ote 40() Pawaiitan) - 860 80 (860) -
Change in equity for the year FEEREY (1,284) T34 (8,057) - 183 860 11,280 (82829) M113) (525) (84,365)
At31 December 2016 RIE-RE

t2A=1+-A 4955 07,740 511 15703 20990 (8,057) 18298 2502 38% 11,280 9,429 474847 (11200) 463637

AtLlanuary 2017 R-E-+F-F-B 4,955 307,740 3 13,703 20,990 (8,057) 18,298 2502 383 11,280 96,429 474847 (11,00 463,637
Total comprehensive income FR2ENGLE

for the year - - - (238) 3307 8,057 - - - - (128428) (17,300 (2806)  (120,108)
Shares issued upon subscription RIEREARR 9% 296000 - - - - - - - - 7000 - 07,000
Disposal of subsiclaries (note 40(c), () &%W% (Eﬁ () - - - - - - - - - - - 121 11
Acquisition of a subsidiary (note 40(b))  E—TEHBLA EAO ) - - - - - - - - - - - 2262 226
Change in equity for the year EERRY 990 296,010 - (238) 3307 8,057 - - - - (128428) 179,698 10,667 190,365
At 31 December 2007 WoE-tE

ToRTB 5945 603,750 3 13,465 24297 - 18,298 2502 383 11,280 (31,009) 654545 (543) 654,002
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CONSOLIDATED STATEMENT OF CASH FLOWS

meEReRER

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

CASH FLOWS FROM OPERATING
ACTIVITIES

LLoss before tax

Adjustments for:
Allowance for trade receivables, net
(Reversal of)/allowance on
inventories, net
Amortisation of intangible assets

Bad debt written off in trade receivables

Depreciation

Fair value (gain)/loss on
investment properties

Finance costs

Gain on disposal of available-for-sale
financial assets

Gain on disposal of a subsidiary
holding an investment property

Gain on license rights contract
amendment

Gain on disposal of subsidiaries

Gain on bargain purchase from
business combination

Gain on disposal of property,
plant and equipment

Impairment loss on receivables for
factoring business

Impairment loss on available-for-sale
financial assets

Interest income on loans to employee
and other parties

Bank interest income and bank fixed
deposit interest income

Loss on disposal of subsidiaries

Loss on disposal of available-for-sale
financial assets

Loss on derivative financial assets

Provision on product warranty

B THRERE
BFLATE B
A
EWE B R EE TR 270D
& (EE),BEFE
ESIATS Fic 22
T FE U B 5 BR FUM 2 B
e 18
REMEZ NTFE

(Uezs),/B518 19
BE Ak A 11

HEHEESREE K

HERA-BREMEN—MA
B A Bz W
FrRFHE A AIIERT IS

aef— Y= PNV 6 10
REHG rEBERER S
10

HEVE - BFE k&AW
ERBUBRS 2 KT RRIE

EE

AHESHMEE ZRERER

eS8 REMAL

BB A

RITH BUA R IRTTE K

M BUA 10
HE B A R E1E
HEAHEESREERR
TEEREERR
iR B 35

2017

—E—tF

HK$°000
TEx

(121,411)

2,827
(12,269)

4
15,775

(2,157)
13,049

(4,402)

(2,354)

15

28,145

(3,659)

(941)
19,231

20,339

3,336

2016

HK$'000
TAT

(75,964)

583
624
1,189
83
17,261

18,345
4,297

(4,741)

(6,356)

(16,369)

(50)

25,600

(206)
115

476
3,800
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CONSOLIDATED STATEMENT OF CASH FLOWS

meEReRER

For the year ended 31 December 2017 EZ—F—+F+_-A=+—HILFE

Operating loss before working

LEESEPHLLEE

2017
—E—tF

HK$°000
TEx

2016

HK$'000
TAT

capital changes (44,472) (31,313)
Payment of license fee payables FERFREFE TR (1,434) (1,511)
Decrease in inventories FERD 23,151 28,771
Decrease in trade receivables EUWE SRR 14,922 51,214
Increase in prepayments, deposits, FENFIE - Fe - EtEK

other receivables and other assets FRIE N2 HoAth & A AN (36,719) 179
(Decrease)/increase in amount due to  JEft —R& & ¥FIE

a joint venture CRd),/#hn (67) 67
Increase in amount due to a N —REMBARZ —%

non-controlling shareholder FEI IR % BR FRIEIE AN

of a subsidiary 208 192
Increase in receivables for factoring X ER AR TS 2 FE WK I I AN

business (7,569) (14,551)
Decrease in trade payables FER B SRR (8,133) (35,076)
Increase in accruals and TEIR B FA R H fth P A< FRIE I AN

other payables 30,814 14,904
Decrease in product warranty EE iR B AR

provisions (3,800) (4,298)

Cash (used in)/generated from operations &4 (FTH),/Fi53H4$ (33,099) 8,220
Income tax paid B XS (973) (14,339)
Finance costs paid EXAREKA (2,142) (296)
Net cash used in operating activities EEEFFTAR SR (36,214) (6,415)
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CONSOLIDATED STATEMENT OF CASH FLOWS
ARETNER

For the year ended 31 December 2017 B ZE —F—+F+_-A=+—HIFFE

2017 2016
—E—tF

HK$’000

HK$000

70

FET

TR

CASH FLOWS FROM INVESTING RETHEREERE

ACTIVITIES
Acquisition of subsidiaries U B B 8 1 ) 40(a),(b) (20,795) -
Decrease in cash in margin account LHITIRFBERERP 2

of brokerage firm b 67 333,933
Decrease in prepaid lease payments FER T E TR IE R 20 607 615
Disposal of subsidiaries (net of cash and HEWB AR (KR HEZ

cash equivalents disposed of) Be MBS EEY) 40(c)-(h) 7,272 -
Increase in pledged bank deposits IR ITEREM (1,850) -
Interest received BB 941 206
Loans to employee and other parties mESREMATER (91,363) -
Purchase of available-for-sale financial ~ BEA P ESREE

assets - (286,991)
Purchase of investment properties BEREYE 19 (27,843) (55,575)
Purchases of property, plant and BEME - BERE

equipment 18 (6,007) (7,597)
Proceeds from disposal of an investment Hj’i—lﬁ?ﬁﬁq“%%Z

property FTis s - 43,600
Proceeds from disposal of property, Hj’ﬂ%% lﬁ%&?&ﬁz

plant and equipment ZEEE 8! 139 4,441
Net proceeds from disposal of e R ﬁ%%ﬁﬁl’ﬁéz

available-for-sale financial assets FriS IR F 58 77,839 127,851
Net proceeds from settlement of EEOTEBEMSHE

derivative assets SFEE - 322
Refundable deposit refunded from/(paid HtigUkEE B2 EEFTRE (ZfT)

for) proposed acquisition of ZARER] &

a target group 140,000 (140,000)
Net cash generated from WEFESMBEREFHE

investing activities 79,007 20,805
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CONSOLIDATED STATEMENT OF CASH FLOWS

meEReRER

For the year ended 31 December 2017 EZ—F—+F+_-A=+—HILFE

2017 2016
—E—tF
HK$’000 HK$'000
THET TFETT
CASH FLOWS FROM FINANCING METBRESRE
ACTIVITIES
Borrowings raised BEEEE 53,842 90,000
Proceeds from subscription of shares REBRADFTE 0B 373D 297,000 -
Repayment of borrowings EEEE (121,988) -
Net cash generated from financing BMEEBFBRES TR
activities 228,854 90,000
NET INCREASE IN CASH REeERBESEEYILMFERE
AND CASH EQUIVALENTS 271,647 104,390
Effect of foreign exchange rate changes — [& & & &) 574 (494) (3,371)
CASH AND CASH EQUIVALENTS R—A—BNEHEERREEEY
AT 1 JANUARY 208,226 107,207
CASH AND CASH EQUIVALENTS R+=B=+—HW
AT 31 DECEMBER RERBESEEY 30(i) 479,379 208,226
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M ERR M

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands under the
Companies Law as an exempted company with limited liabilities on
18 May 2010. The address of its registered office is Clifton House, 75
Fort Street, PO Box 1350, Grand Cayman KY1-1108, Cayman Islands
and principal place of business is Suites 5815-5816, 58/F., Two
International Finance Centre, No. 8 Finance Street, Central, Hong
Kong. The Company'’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 23 to the consolidated
financial statements.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”). HKFRSs comprise Hong Kong
Financial Reporting Standards (“HKFRS”); Hong Kong Accounting
Standards (“HKAS”); and Interpretations. These consolidated
financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities (the
“Listing Rule”) on the Stock Exchange and with the disclosure
requirements of the Hong Kong Companies Ordinance (Cap. 622).
Significant accounting policies adopted by the Group are disclosed
in note 4.

The HKICPA has issued certain new and revised HKFRSs that are
first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information on any
changes in accounting policies resulting from initial application of
these developments to the extent that they are relevant to the
Group for the current and prior accounting periods reflected in these
consolidated financial statements.

The Group continues to adopt the going concern basis in preparing
its consolidated financial statements. The Group recorded operating
cash outflow of HK$36,214,000 for the year ended 31 December
2017. As disclosed in note 45(b) to the consolidated financial
statements, the Group has contracted to acquire 84.11% equity
interests of Lanzhou Scisky Healthcare Science and Technology
Company Limited (the “Target Company”) with a consideration of
approximately RMB258.9 million (approximately HK$319 million)
(the “Acquisition”), with expected completion in the foreseeable
future, subject to the fulfillment of certain conditions precedent.
Should the Acquisition be completed successfully, the Group shall
assume the Target Company’s capital commitments of
approximately RMB278.5 million (approximately HK$333.9 million)
as at 30 September 2017 which were contracted but not provided
for acquisition of property, plant and equipment. The Group’s
forecasts and projections, taking account of reasonably possible
changes in trading performance and availability of financial support
from a substantial shareholder of the Company, show that the Group
should be able to operate with its own internal resources and debt
financing. After making enquiries, the directors have a reasonable
expectation that the Group has adequate resources to continue in
operational existence for the foreseeable future. Further information
on the Group’s acquisition of the Target Company is given in the
circular of the Company dated 15 February 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

3.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

€)]

(b)

Application of new and revised HKFRSs

The HKICPA has issued a number of new and revised HKFRSs
that are first effective for annual periods beginning on or after
1 January 2017. None of these impact on the accounting
policies of the Group.

Amendments to HKAS 7 Statement of Cash Flows:
Disclosure Initiative

The amendments require entities to provide disclosure of
changes in their liabilities arising from financing activities,
including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses). The Group
has provided this information in note 40()).

None of these developments have had a material effect on
how the Group’s results and financial position for the current
or prior periods have been prepared or presented.

New and revised HKFRSs in issue but not yet effective

The Group has not early applied new and revised HKFRSs that
have been issued but are not yet effective for the financial
year beginning 1 January 2017. These new and revised HKFRSs
include the following which may be relevant to the Group.

HKFRS 9 Financial Instruments
BERVHEREERFEIRESHITA

HKFRS 15 Revenue from Contracts with Customers
EBMEREENESHREEZE,E LKA

Amendments to HKAS 40 Investment Property: Transfers of investment property

BR B ERFE 40BN X  BRIREME 27T

HKFRS 16 Leases
BRI EERFE6REE

HK(FRIC) 23 Uncertainty over Income Tax Treatments
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Effective for
accounting periods
beginning on or after
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H2 &R Z
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1 January 2018
—E-NF—-—H—H

1 January 2018
—E-NF—-—H—H

1 January 2018
—F—)\F—HA—H

1 January 2019
—FT-NEF—A—A

1 January 2019
—E-NF—A—H
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

3.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective

(Continued)

The Group is in the process of making an assessment of what
the impact of these amendments and new standards is
expected to be in the period of initial application. So far the
Group has identified some aspects of the new standards which
may have a significant impact on the consolidated financial
statements. Further details of the expected impacts are
discussed below. While the assessment has been substantially
completed for HKFRS 9 and HKFRS 15, the actual impacts
upon the initial adoption of the standards may differ as the
assessment completed to date is based on the information
currently available to the Group, and further impacts may be
identified before the standards are initially applied in the
Group’s interim financial report for the six months ended 30
June 2018. The Group may also change its accounting policy
elections, including the transition options, until the standards
are initially applied in that interim financial report.

HKFRS 9 Financial Instruments

HKFRS 9 will replace HKAS 39 Financial Instruments:
Recognition and Measurement. HKFRS 9 introduces new
requirements for classification and measurement of financial
assets, new rules for hedge accounting and a new impairment
model for financial assets.

HKFRS 9 is effective for annual periods beginning on or after 1
January 2018 on a retrospective basis. The Group plans to
adopt the new standard on the required effective date and will
not restate comparative information.

Based on an analysis of the Group’s financial assets and
financial liabilities as at 31 December 2017 on the basis of the
facts and circumstances that exist at that date, the directors of
the Company have assessed the impact of HKFRS 9 to the
Group’s consolidated financial statements as follows:
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For the year ended 31 December 2017 #Z - =F

3.

—tFFZA=1—HILFE

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective
(Continued)

HKFRS 9 Financial Instruments (Continued)

(a)

®)

Classification and measurement

The Group expects to irrevocably designate those listed
equity securities currently classified as available-for-sale
as at fair value through other comprehensive income.

Fair value gains and losses on these instruments will no
longer be recycled to profit or loss on disposal.
Impairment losses on equity securities will no longer be
recognised in profit or loss but rather in other
comprehensive income.

Impairment

HKFRS 9 requires the Group to recognise and measure
either a 12-month expected credit loss or lifetime
expected credit loss, depending on the asset and the
facts and circumstances. The Group expects that the
application of the expected credit loss model will result
in earlier recognition of credit losses. Based on a
preliminary assessment, if the Group were to adopt the
new impairment requirements at 31 December 2017,
accumulated impairment loss at that date would have
no material change as compared with that recognised
under HKAS 39.
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

3.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective

(Continued)

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. HKFRS 15
will replace the existing revenue standards, HKAS 18, Revenue,
which covers revenue arising from sale of goods and rendering
of services, and HKAS 11, Construction contracts, which
specifies the accounting for revenue from construction
contracts.

HKFRS 15 is effective for annual periods beginning on or after 1
January 2018. The standard permits either a full retrospective
or a modified retrospective approach for the adoption. The
Group intends to adopt the standard using the modified
retrospective approach which means that the cumulative
impact of the adoption will be recognised in retained earnings
as of 1 January 2018 and that comparatives will not be
restated.

Based on the assessment completed to date, the Group has
identified the following areas which are expected to be
affected:

(@)  Timing of revenue recognition

Currently, revenue arising from the provision of catering
services is recognised over time, whereas revenue from
the sale of manufactured goods is generally recognised
when the risks and rewards of ownership have passed to
the customers.
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For the year ended 31 December 2017 #Z - =F
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—tFFZA=1—HILFE

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective
(Continued)

HKFRS 15 Revenue from Contracts with Customers
(Continued)

(a)

Timing of revenue recognition (Continued)

Under HKFRS 15, revenue is recognised when the
customer obtains control of the promised good or
service in the contract. HKFRS 15 identifies 3 situations
in which control of the promised good or service is
regarded as being transferred over time:

a)  When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

b)  When the entity’s performance creates or
enhances an asset (for example work in progress)
that the customer controls as the asset is created
or enhanced;

c) When the entity’s performance does not create an
asset with an alternative use to the entity and the
entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not fall
into any of these 3 situations, then under HKFRS 15 the
entity recognises revenue for the sale of that good or
service at a single point in time, being when control has
passed. Transfer of risks and rewards of ownership is
only one of the indicators that will be considered in
determining when the transfer of control occurs.

The Group has assessed that the new revenue standard
is not likely to have significant impact on how it
recognises revenue from the provision of catering
services.
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For the year ended 31 December 2017 #Z - =F
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ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective
(Continued)

HKFRS 15 Revenue from Contracts with Customers
(Continued)

(a)

®)

©

Timing of revenue recognition (Continued)

For contracts with customers in which the sale of
manufactured goods is generally expected to be the
only performance obligation, adoption of HKFRS 15 is
not expected to have significant impact on the Group’s
revenue or profit or loss. The Group expects the revenue
recognition to occur at a point in time when control of
the asset is transferred to the customer, generally on
delivery of the goods.

Warranty obligations

The Group generally provides for warranties for repairs
to any defective electrical products and does not
provide extended warranties in its contracts with
customers. As such, most existing warranties will be
assurance-type warranties under HKFRS 15, which will
continue to be accounted for under HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets, consistent
with its current practice.

Consideration payable to customers

The Group is required to pay marketing support fees to
certain customers for products sold in their stores, and
such fees are not related to distinct services provided by
those customers. Adoption of HKFRS 15 is expected to
bring such fees formerly recorded as selling expenses as
reduction of transaction price of each sale contract,
hence reducing the reported revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Are I R M R

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

3.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective

(Continued)
HKFRS 16 Leases

HKFRS 16 replaces HKAS 17 Leases and related interpretations.
The new standard introduces a single accounting model for
lessees. For lessees the distinction between operating and
finance leases is removed and lessees will recognise right-of-
use assets and lease liabilities for all leases (with optional
exemptions for short-term leases and leases of low value
assets). HKFRS 16 carries forward the accounting requirements
for lessors in HKAS 17 substantially unchanged. Lessors will
therefore continue to classify leases as operating or financing
leases.

HKFRS 16 is effective for annual periods beginning on or after 1
January 2019. The Group intends to apply the simplified
transition approach and will not restate comparative amounts
for the year prior to first adoption.

Based on a preliminary assessment, the standard will affect
primarily the accounting for the Group’s operating leases. The
Group’s office properties and staff quarters leases are
currently classified as operating leases and the lease payments
(net of any incentives received from the lessor) are recognised
as an expense on a straight-line basis over the lease term.
Under HKFRS 16 the Group may need to recognise and
measure a liability at the present value of the future minimum
lease payments and recognise a corresponding right-of-use
asset for these leases. The interest expense on the lease
liability and depreciation on the right-of-use asset will be
recognised in profit or loss. The Group’s assets and liabilities
will increase and the timing of expense recognition will also be
impacted as a result.

As disclosed in note 43, the Group’s future minimum lease
payments under non-cancellable operating leases for its office
properties and staff quarters amounted to HK$51,612,000 as
at 31 December 2017. These leases are expected to be
recognised as lease liabilities, with corresponding right-of-use
assets, once HKFRS 16 is adopted. The amounts will be
adjusted for the effects of discounting and the transition reliefs
available to the Group.
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

3.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b) New and revised HKFRSs in issue but not yet effective
(Continued)

HK(IFRIC) 23 Uncertainty over Income Tax Treatments

The interpretation of HKAS 12 Income Taxes sets out how to
apply that standard when there is uncertainty about income
tax treatments. Entities are required to determine whether
uncertain tax treatments should be assessed separately or as
a group depending on which approach will better predict the
resolution of the uncertainties. Entities will have to assess
whether it is probable that a tax authority will accept an
uncertain tax treatment. If yes, the accounting treatment will
be consistent with the entity’s income tax filings. If not,
however, entities are required to account for the effects of the
uncertainty using either the most likely outcome or expected
value method depending on which method is expected to
better predict its resolution.

The Group is unable to estimate the impact of the
interpretation on the consolidated financial statements until a
more detailed assessment has been completed.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared under
the historical cost convention, unless mentioned otherwise in the
accounting policies below (e.g. land and buildings, investment
properties and certain financial instruments that are measured at fair
value.)

The preparation of financial statements in conformity with HKFRS
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the Group’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated
financial statements are disclosed in note 5.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

The significant accounting policies applied in the preparation of
these consolidated financial statements are set out below.

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has
control. The Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its
power over the entity. The Group has power over an entity
when the Group has existing rights that give it the current
ability to direct the relevant activities, i.e. activities that
significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties. A potential voting right is considered only if the holder
has the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from the
date the control ceases.

The gain or loss on the disposal of a subsidiary that results in a
loss of control represents the difference between (i) the fair
value of the consideration of the sale plus the fair value of any
investment retained in that subsidiary and (ii) the Company’s
share of the net assets of that subsidiary plus any remaining
goodwill and any accumulated foreign currency translation
reserve relating to that subsidiary.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a) Consolidation (Continued)

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement of
changes in equity within equity. Non-controlling interests are
presented in the consolidated statement of profit or loss and
consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or loss and
total comprehensive income for the year between the non-
controlling shareholders and owners of the Company.

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

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e. transactions with owners in their
capacity as owners). The carrying amounts of the controlling
and non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiary. 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 the owners of the Company.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
loss, unless the investment is classified as held for sale (or
included in a disposal group that is classified as held for sale).
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Business combination (other than under common

control) and goodwill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The consideration
transferred in a business combination is measured at the
acquisition-date fair value of the assets given, equity
instruments issued, liabilities incurred and any contingent
consideration. Acquisition-related costs are recognised as
expenses in the periods in which the costs are incurred and
the services are received. Identifiable assets and liabilities of
the subsidiary in the acquisition are measured at their
acquisition-date fair values.

The excess of the sum of the consideration transferred over
the Group’s share of the net fair value of the subsidiary’s
identifiable assets and liabilities is recorded as goodwill. Any
excess of the Group’s share of the net fair value of the
identifiable assets and liabilities over the sum of the
consideration transferred is recognised in consolidated profit
or loss as a gain on bargain purchase which is attributed to the
Group.

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The fair value is
added to the sum of the consideration transferred in a
business combination to calculate the goodwill.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable assets
and liabilities at the acquisition date.

After initial recognition, goodwill is measured at cost less
accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business
combination is allocated to each of the cash-generating units
("CGUs”) or groups of CGUs that is expected to benefit from
the synergies of the combination. Each unit or group of units
to which the goodwill is allocated represents the lowest level
within the Group at which the goodwill is monitored for
internal management purposes. Goodwill impairment reviews
are undertaken annually, or more frequently if events or
changes in circumstances indicate a potential impairment. The
carrying value of the CGU containing the goodwill is compared
to its recoverable amount, which is the higher of value in use
and the fair value less costs of disposal. Any impairment is
recognised immediately as an expense and is not
subsequently reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Joint arrangements

A joint arrangement is an arrangement of which two or more
parties have joint control. Joint control is the contractually
agreed sharing of control of an arrangement, which exists only
when decisions about the relevant activities require the
unanimous consent of the parties sharing control. Relevant
activities are activities that significantly affect the returns of
the arrangement. When assessing joint control, the Group
considers its potential voting rights as well as potential voting
rights held by other parties. A potential voting right is
considered only if the holder has the practical ability to
exercise that right.

A joint arrangement is either a joint operation or a joint
venture. A joint operation is a joint arrangement whereby the
parties that have joint control of the arrangement have rights
to the assets, and obligations for the liabilities, relating to the
arrangement. 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 arrangement. The Group has
assessed the type of each its joint arrangements and
determined them to be all joint ventures.

Investment in a joint venture is accounted for in the
consolidated financial statements by the equity method and is
initially recognised at cost. Identifiable assets and liabilities of
the joint venture in an acquisition are measured at their fair
values at the acquisition date. The excess of the cost of the
investment over the Group’s share of the net fair value of the
joint venture’s identifiable assets and liabilities is recorded as
goodwill. The goodwill is included in the carrying amount of
the investment and is tested for impairment together with the
investment at the end of each reporting period when there is
objective evidence that the investment is impaired. Any excess
of the Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised
in consolidated profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 #Z - =F
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Joint arrangements (Continued)

The Group’s share of a joint venture’s post-acquisition profits
or losses and other comprehensive income is recognised in
consolidated statement of profit or loss and other
comprehensive income. When the Group’s share of losses in a
joint venture equals or exceeds its interest in the joint venture
(which includes any long term interest that, in substance, form
part of the Group’s net investment in the joint venture), the
Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the joint venture. If
the joint venture subsequently reports profits, the Group
resumes recognising its share of those profits only after its
share of the profits equals the share of losses not recognised.

The gain or loss on the disposal of a joint venture that results
in a loss of joint control represents the difference between (i)
the fair value of the consideration of the sale plus the fair value
of any investment retained in that joint venture and (ii) the
Group’s entire carrying amount of that joint venture (including
goodwill) and any related accumulated foreign currency
translation reserve. If an investment in a joint venture becomes
an investment in an associate, the Group continues to apply
the equity method and does not remeasure the retained
interest.

Unrealised profits on transactions between the Group and its
joint ventures are eliminated to the extent of the Group’s
interests in the joint ventures. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
joint ventures have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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For the year ended 31 December 2017 #Z - =F

4.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Foreign currency translation

o

(i)

(iii)

Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation
currency.

Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into the
functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair value in
foreign currencies are translated using the exchange
rates at the dates when the fair values are determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is recognised
in other comprehensive income. When a gain or loss on
a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised
in profit or loss.

Translation on consolidation

The results and financial position of all the Group entities
that have a functional currency different from the
Company’s presentation currency are translated into the
Company'’s presentation currency as follows:

— Assets and liabilities for each statement of
financial position presented are translated at the
closing rate at the date of that statement of
financial position;

China Healthcare Enterprise Group Limited £ E @ A ¥ EEER AT

4.

EEE
Kan

AR ()

(d) HE]E

®

(i)

(i)

EER2IEE
MAREEZ BRI BEI@EKN
HEDRERBKEEBMEN
FELBERENER ([EEE
¥ D EHE o GREMBmMERAS
TLES)  BILEARRRIMINEE
E

REEBUBBRRZRERE
BR

IASNEE 1T 2 32 5 TH IR ¥) 7 H
RERAXRZERAZEREX
BMERINEEE - UINEFHE
ZEREENBRERAS®
%:,HHEZE“R}@—“ B it 18
HBERBE Z W M EERE
I HER ©

BRATFEFERAIMNEEZ
FERBERDNREEATEE
HzEXRBE -

”ﬂ“é‘Ef"iﬁgIEE ZHEFNEME
ﬁﬂﬁl SHERE - RBEZEM
B@?’Tﬁ’\\ﬁﬁﬂiﬁﬂkﬁﬁﬁq
Ew c HIFEHEA ZBHER
BEMERE - B EE
SR TR R ER R

FERERRE

EAKEMBEERZEER
HARRZ2HNEEAR K
FRE LM BARRTR 5T
BERARBZEVER

- REMBRARZINZ
BEMBERZVBEN
R B H 2z YT B K

=
Ean
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Foreign currency translation (Continued)

(iii) Translation on consolidation (Continued)

- Income and expenses are translated at average
exchange rates for the period (unless this average
is not a reasonable approximation of the
cumulative effect of the rates prevailing on the
transaction dates, in which case income and
expenses are translated at the exchange rates on
the transaction dates); and

— All resulting exchange differences are recognised
in other comprehensive income and accumulated
in the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of monetary items that form part of the net
investment in foreign entities are recognised in other
comprehensive income and accumulated in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are reclassified to
consolidated profit or loss as part of the gain or loss on
disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate.

(e) Property, plant and equipment

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

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are
recognised in profit or loss during the period in which they are
incurred.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
(e) Property, plant and equipment (Continued)

Land and buildings held for use in the production or supply of
goods or services, or for administrative purposes, are stated in
the consolidated statement of financial position at their
revalued amounts, being the fair value at the date of
revaluation, less any subsequent accumulated depreciation
and subsequent accumulated impairment losses. Revaluations
are performed with sufficient regularity such that the carrying
amounts do not differ materially from those that would be
determined using fair values at the end of each reporting
period.

Any revaluation increase arising on the revaluation of such
land and buildings is recognised in other comprehensive
income and accumulated in properties revaluation reserve,
except to the extent that it reverses a revaluation decrease for
the same asset previously recognised in profit or loss, in which
case the increase is credited to profit or loss to the extent of
the decrease previously expensed. A decrease in the carrying
amount arising on the revaluation of such land and buildings is
recognised in profit or loss to the extent that it exceeds the
balance, if any, held in the properties revaluation reserve
relating to a previous revaluation of that asset.

Depreciation of revalued buildings is recognised in profit or
loss. On the subsequent sale or retirement of a revalued
property, the attributable revaluation surplus remaining in the
properties revaluation reserve is transferred directly to
retained earnings.

Depreciation of property, plant and equipment is calculated at
rates sufficient to write off their cost less their residual values
over the estimated useful lives on a straight-line basis. The
principal annual rates are as follows:

Leasehold land and buildings 4%

Leasehold improvements Over the lease term or

20%-25%

Plant, machinery, 10%-25%
moulds and tools

Furniture and equipment 10%-20%

Motor vehicles 18%-33/%
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

)

(9)

Property, plant and equipment (Continued)

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each
reporting period.

The gain or loss on disposal of property, plant and equipment
is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in
profit or loss.

Investment properties

Investment properties are land and/or buildings held to earn
rentals and/or for capital appreciation. An investment
property is measured initially at its cost including all direct
costs attributable to the property.

After initial recognition, the investment property is stated at
its fair value. Gains or losses arising from changes in fair value
of the investment property are recognised in profit or loss for
the period in which they arise.

The gain or loss on disposal of an investment property is the
difference between the net sales proceeds and the carrying
amount of the property, and is recognised in profit or loss.

Intangible assets (acquired separately)

License rights and customer relationship are stated at cost less
accumulated amortisation and impairment losses. Useful lives
are as follows:

Over the license period
3-6 years

License rights
Customer relationship
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Leases

The Group as lessee

0]

()

Operating leases

Leases that do not substantially transfer to the Group all
the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments (net
of any incentives received from the lessor) are
recognised as an expense on a straight-line basis over
the lease term.

Prepaid lease payments are stated at cost and
subsequently amortised on the straight-line basis over
the remaining term of the lease.

Finance leases

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. At the commencement of the lease
term, a finance lease is capitalised at the lower of the fair
value of the leased asset and the present value of the
minimum lease payments, each determined at the
inception of the lease.

The corresponding liability to the lessor is included in
the statement of financial position as finance lease
payable. Lease payments are apportioned between the
finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period
during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the
liability.

Assets under finance leases are depreciated the same as
owned assets.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

0]

()

Research and development expenditure

Expenditure on research activities is recognised as an expense
in the period in which it is incurred. An internally generated
intangible asset arising from the Group’s product development
activity is recognised only if all of the following conditions are
met:

— The technical feasibility of completing the intangible
asset so that it will be available for use or sale;

— Management intends to complete the intangible asset
and use or sell it;

— There is ability to use or sell the intangible asset;

— It can be demonstrated how the intangible asset will
generate probable future economic benefits;

— Adequate technical, financial and other resources to
complete the development and to use or sell the
intangible asset are available;

— The expenditure attributable to the intangible asset
during its development can be reliably measured.

Internally generated intangible assets are stated at cost less
accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis over their
estimated useful lives. Where no internally generated
intangible asset can be recognised, development expenditure
is recognised in profit or loss in the period in which it is
incurred.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out basis. The
cost of finished goods and work in progress comprises raw
materials, direct labour and an appropriate proportion of all
production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs
necessary to make the sale.

4.

®

)

BFEESHER ( \>

MRERFEBRX N

MAB e hREL R AER S
Fx - AEBZEMRABEBMES
ZAREEBVEEERTA TN
BIRAET - TEER

- EREELEENEMLEEA
T ABEAIMERSKHE

- EHREREERZENEEY
EAHE

- BEANFERAZH
=

EZEVE

- BEMERELEENASELS
FIREZ R M2

U

- BRANEM  MBMEME
TR LA 52 X B 3% 30 8 P Bkt X
BIZEE

- EREEERBHAEGEZX
HEEH ] ST & -

BB A T8 B VAR AR R A1 3
SOREREYIRR o #i5 TR fAEA]
ERFHNAERATE - BEXEAE
EEEVEER THERE - FEXH
RELHRANBRETER -

rE

TFELK AR #HFEME D 2R
EEIR - RANA S HE K
TE o B KRR I 2 A BAE R
B BRATMEELIZAELEE
BIHRRCA - ROMAER (EA) - 7]
SHFETIN A BEGBRET 2 A5
EERIEET TR A K5 &R AT
BZEM -

Annual Report &3 2017

91



92

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

l\‘/T\

For the year ended 31 December 2017 #Z - =F

4.

EELE EdE:

—tFFZA=1—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Recognition and derecognition of financial

0]

instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when the Group
becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the contractual rights
to receive cash flows from the assets expire; the Group
transfers substantially all the risks and rewards of ownership
of the assets; or the Group neither transfers nor retains
substantially all the risks and rewards of ownership of the
assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised in other comprehensive income is recognised in
profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.

Financial assets

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of a financial asset is
under a contract whose terms require delivery of the financial
assets within the timeframe established by the market
concerned, and are initially measured at fair value, plus directly
attributable transaction costs except in the case of financial
assets at fair value through profit or loss.

The Group classifies its financial assets in the following
categories: at fair value through profit or loss, loans and
receivables, held-to-maturity and available-for-sale. The
classification depends on the purpose for which the financial
assets were acquired. Management determines the
classification of its financial assets at initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

0]

Financial assets (Continued)

®

@ii)

(iii)

(iv)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are
either financial assets classified as held for trading or
designated as at fair value through profit or loss upon
initial recognition. These financial assets are
subsequently measured at fair value. Gains or losses
arising from changes in fair value of these financial
assets are recognised in profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not
quoted in an active market. These assets are carried at
amortised cost using the effective interest method
(except for short-term receivables where interest is
immaterial) minus any reduction for impairment or
uncollectibility. Typically trade and other receivables,
bank balances and cash are classified in this category.

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturity that the Group has the positive
intention and ability to hold to maturity. Held-to-
maturity investments are subsequently measured at
amortised cost using the effective interest method, less
any impairment losses.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets that are not classified as loans and
receivables, held-to-maturity investments or financial
assets at fair value through profit or loss. Available-for-
sale financial assets are subsequently measured at fair
value. Gains or losses arising from changes in fair value
of these investments are recognised in other
comprehensive income and accumulated in the
investment revaluation reserve, until the investments are
disposed of or there is objective evidence that the
investments are impaired, at which time the cumulative
gains or losses previously recognised in other
comprehensive income are reclassified from equity to
profit or loss. Interest calculated using the effective
interest method and dividends on available-for-sale
equity investments are recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m) Trade and other receivables

(n)

(o)

(p)

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary course
of business. If collection of trade and other receivables is
expected in one year or less (or in the normal operating cycle
of the business if longer), they are classified as current assets.
If not, they are presented as non-current assets.

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using the
effective interest method, less allowance for impairment.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value. Bank
overdrafts which are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability
for at least 12 months after the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
(q) Trade and other payables

"

(s)

®

Trade and other payables are recognised initially at their fair
value and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

Revenue from catering services is recognised when the
services are rendered and goods are sold to customers.

Revenue from the sales of manufactured goods is recognised
on the transfer of significant risks and rewards of ownership,
which generally coincides with the time when the goods are
delivered and the title has passed to the customers.

Management fee, consultancy fee and commission are
recognised when the services are rendered.

Interest income is recognised on a time-proportion basis using
the effective interest method.

Employee benefits
(i) Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave and long service leave as a result of services
rendered by employees up to the end of the reporting
period.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

®

(w)

Employee benefits (Continued)
(i) Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all employees.
Contributions to the schemes by the Group and
employees are calculated as a percentage of employees’
basic salaries. The retirement benefit scheme cost
charged to profit or loss represents contributions
payable by the Group to the funds.

(iii) Termination benefits

Termination benefits are recognised at the earlier of the

dates when the Group can no longer withdraw the offer

of those benefits, and when the Group recognises

restructuring costs and involves the payment of

termination benefits.

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 capitalised as part of
the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used for
the purpose of obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is determined by
applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group
that are outstanding during the period, other than borrowings
made specifically for the purpose of obtaining a qualifying
asset.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

(w)

Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to it and that the grant will be received.

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

Government grants that become 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.

Taxation

Income tax represents the sum of the current tax and deferred
tax.

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

Deferred tax is recognised on 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 and
deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences, unused tax losses or unused
tax credits can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.
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4.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint arrangements, 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.

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

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income or
directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.

The measurement of deferred tax assets and liabilities 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.

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model, the
carrying amounts of such properties are presumed to be
recovered through sale, unless the presumption is rebutted.
The presumption is rebutted when the investment property is
depreciable and is held within a business model of the Group
whose business objective is to consume substantially all of the
economic benefits embodied in the investment property over
time, rather than through sale. If the presumption is rebutted,
deferred tax for such investment properties are measured
based on the expected manner as to how the properties will
be recovered.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

(w) Taxation (Continued)

)

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Impairment of non-financial assets

The carrying amounts of non-financial assets are reviewed at
each reporting date for indications of impairment and where
an asset is impaired, it is written down as an expense through
the consolidated statement of profit or loss to its estimated
recoverable amount unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated
as a revaluation decrease. The recoverable amount is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those
from other assets or groups of assets. If this is the case,
recoverable amount is determined for the cash-generating
unit to which the asset belongs. Recoverable amount is the
higher of value in use and the fair value less costs of disposal
of the individual asset or the cash-generating unit.

Value in use is the present value of the estimated future cash
flows of the asset/cash-generating unit. Present values are
computed using pre-tax discount rates that reflect the time
value of money and the risks specific to the asset/cash-
generating unit whose impairment is being measured.

Impairment losses for cash-generating units are allocated first
against the goodwill of the unit and then pro rata amongst the
other assets of the cash-generating unit. Subsequent increases
in the recoverable amount caused by changes in estimates are
credited to profit or loss to the extent that they reverse the
impairment unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

§)

Impairment of financial assets

At the end of each reporting period, the Group assesses
whether its financial assets (other than those at fair value
through profit or loss) are impaired, based on objective
evidence that, as a result of one or more events that occurred
after the initial recognition, the estimated future cash flows of
the (group of) financial asset(s) have been affected.

For available-for-sale equity instruments, a significant or
prolonged decline in the fair value of the investment below its
cost is considered also to be objective evidence of impairment.

In addition, for trade receivables that are assessed not to be
impaired individually, the Group assesses them collectively for
impairment, based on the Group’s past experience of
collecting payments, an increase in the delayed payments in
the portfolio, observable changes in economic conditions that
correlate with default on receivables, etc.

Only for trade receivables, the carrying amount is reduced
through the use of an allowance account and subsequent
recoveries of amounts previously written off are credited
against the allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or
loss.

For all other financial assets, the carrying amount is directly
reduced by the impairment loss.

For financial assets measured at amortised cost, if the amount
of the impairment loss decreases in a subsequent period and
the decrease can be related objectively to an event occurring
after the impairment was recognised, the previously
recognised impairment loss is reversed (either directly or by
adjusting the allowance account for trade receivables) through
profit or loss. However, the reversal must not result in a
carrying amount that exceeds what the amortised cost of the
financial asset would have been had the impairment not been
recognised at the date the impairment is reversed.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

€3]

(aa)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the
time value of money is material, provisions are stated at the
present value of the expenditures expected to settle the
obligation.

When it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is
remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the consolidated financial statements. Events after
the reporting period that are not adjusting events are
disclosed in the notes to the consolidated financial statements
when material.
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

5. CRITICAL JUDGEMENTS AND KEY ESTIMATES

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the directors have
made the following judgements that have the most significant effect
on the amounts recognised in the consolidated financial statements
(apart from those involving estimates, which are dealt with below).

@

(b)

Going concern basis

These consolidated financial statements have been prepared
on a going concern basis, the validity of which depends upon
the operating results of the Group’s operations and the
financial support of a substantial shareholder at a level
sufficient to finance the working capital requirement of the
Group. Details are explained in note 2 to the consolidated
financial statements.

Split of land and building elements

The Group determines that the lease payments cannot be
allocated reliably between the land and building elements.
Accordingly the entire lease of land and buildings is classified
as a finance lease and included under property, plant and
equipment.

Key sources of estimation uncertainty

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

@

Fair value of certain assets involve valuation technique

The fair values of certain land and buildings and investment
properties as set out in note 7(b), note 18 and note 19 to the
consolidated financial statements respectively involve
valuation techniques. When applying valuation techniques,
various assumptions and generally accepted methodologies
were used to derive the fair values. Any changes in these
assumptions can significantly affect the estimate of the fair
value of the underlying assets and liabilities.

The carrying amount of land and buildings and investment
properties as at 31 December 2017 were approximately
HK$29,000,000 (2016: HK$26,300,000) and HK$30,000,000
(2016: HK$ Nib), respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 #Z - =F
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5. CRITICAL JUDGEMENTS AND KEY ESTIMATES
(Continued)

Key sources of estimation uncertainty (Continued)

(b) Property, plant and equipment and depreciation

©

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group’s
property, plant and equipment. This estimate is based on the
historical experience of the actual useful lives and residual
values of property, plant and equipment of similar nature and
functions. The Group will revise the depreciation charge where
useful lives and residual values are different to those
previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have been
abandoned.

The carrying amount of property, plant and equipment as at 31
December 2017 was approximately HK$57,876,000 (2016:
HK$60,900,000).

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on the
ageing and estimated net realisable value of inventories. The
assessment of the allowance amount involves judgement and
estimates. Where the actual outcome in future is different
from the original estimate, such difference will impact the
carrying value of inventories and allowance charge/write-back
in the period in which such estimate has been changed.

As at 31 December 2017, accumulated allowance for slow-
moving inventories was approximately HK$15,834,000 (2016:
HK$29,947,000).

5.

A4 I i Ko = 245 (88)

it FABE R 2 T ERR (F)

(b)

©
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REHRFSREEZ BELRIEDL
e AT 68 P F 3 R (B B B S AT b 5t
FR - AN B KA MO 2 R
B2 RITBRRIFRBEUEEE - A
SEBEIMEIS -

RZE—tF+=-A=+—8"
ME- - BEERRBZEEDEY
£57,876,000% (= & — X F:

60,900,000 7¢) °

FHETERE

HIETFEEEIATE TR KT
BIRFEREETE - SHABETHE
B R R AEE - B R ZBRER
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For the year ended 31 December 2017 #Z - =F
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5. CRITICAL JUDGEMENTS AND KEY ESTIMATES
(Continued)

Key sources of estimation uncertainty (Continued)

(d)

(e)

Impairment loss of bad and doubtful debts

The Group makes impairment loss for bad and doubtful debts
based on assessments of the recoverability of the trade and
other receivables, including the current creditworthiness and
the past collection history of each debtor. Impairment arises
where events or changes in circumstances indicate that the
balances may not be collectible. The identification of bad and
doubtful debts, in particular of a loss event requires the use of
judgement and estimates. Where the actual result is different
from the original estimate, such difference will impact the
carrying value of the trade and other receivables and doubtful
debt expenses in the year in which such estimate has been
changed.

As at 31 December 2017, accumulated allowance for trade
receivables amounted to approximately HK$2,827,000 (2016:
HK$5,197,000).

Product warranty provisions

Product warranty provisions of the Group is recognised based
on past experience of level of repairs and returns, discounted
to their present value as appropriate. Movement of the
product warranty provisions during the year is set out in note
35 to the consolidated financial statements.

The carrying amount of product warranty provisions as at 31
December 2017 was approximately HK$3,336,000 (2016
HK$3,800,000).
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5. CRITICAL JUDGEMENTS AND KEY ESTIMATES
(Continued)

Key sources of estimation uncertainty (Continued)

)

()]

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating unit to
which goodwill has been allocated. The value in use calculation
requires the Group to estimate the future cash flows expected
to arise from the cash-generating unit and a suitable discount
rate in order to calculate the present value. The carrying
amount of goodwill at the end of the reporting period was
HK$18,814,000 and no impairment loss was recognised during
the year.

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the provision
for income taxes. There are many transactions and calculations
for which the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such
determination is made. During the year, approximately
HK$9,898,000 (2016: HK$11,074,000) of income tax was
charged to profit or loss based on the estimated profit.

5.

A4 I i Ko = 245 (88)
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

6. FINANCIAL RISK MANAGEMENT 6.

The Group’s activities expose it to a variety of financial risks: foreign
currency risk, price risk, credit risk, liquidity risk and interest rate risk.
The Group’s overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.

(a) Foreign currency risk

The Group has certain exposure to foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in United States dollar (“USD"),
Renminbi (“RMB”) and Hong Kong dollar (“HKD”).

The following tables detail the Group’s major exposure at the
end of reporting period to foreign currency risk arising from
recognised assets or liabilities denominated in respective
foreign currencies. For presentation purposes, the amounts of
the exposure are shown in HKD translated using the spot rates
at the end of reporting period.

BB R
$%I¥ﬁ*/ésﬁb7¥<i‘ EHM&I—L LN
J—ng/»/\ FT%J—HZH\ l:l/\ ) //ILE)J%.TZJ—L

i N A R L K;‘%@E’J%@%H R E IR IE
BEEINERMISH T AEAERR DR
EHASEPHERROBEINZE

(@) MERE

AEBFAZETINERR  RER
REDEBRS  BERBBIEN
En(ET) - ARETARED K
AL (EBT)INE -

TREHAREERRENRADTHER
ZARINEIENEER B EM AR
MERINERR - L2 BEHME
R RRBEHRNAERBES
A TTHNR

2017 2016
—B—tF T—RF
HK$°000 HK$'000
THxT T
Denominated in RMB BUARES|E
Deposits and other receivables g N E e R IE 491 240
Bank and cash balances IRITRIR & 45k 218 45
Trade payables B E SRR (5,328) (5,826)
Accruals and other payables TEIRE AN E b FRIE (828) (6,808)
Amounts due to group companies N EE R RFIE (68,392) (2,251)
Total st (73,839) (14,600)
Denominated in HKD ETHIE
Bank and cash balances IRITNIREEE 786 21,110
Amounts due from group companies [ e ENCIE S| 58,852 52,222
Total 1Bzt 59,638 73,332
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

6. FINANCIAL RISK MANAGEMENT (Continued)
(a) Foreign currency risk (Continued)

The following table indicates the instantaneous change in the
Group’s loss for the year and equity that would have been
arisen if foreign exchange rates to which the Group has
significant exposure at the end of reporting period had
changed at that day, assuming all other risk variables remained
constant.

SNEFHE
(F2(8)

Foreign currency/

functional currency INEE H T REE W
RMB/ AREBH

HKD BT

The Group currently does not have a foreign currency hedging
policy in respect of other foreign currency transactions, assets
and liabilities. The Group monitors its foreign currency
exposure closely and will consider hedging significant foreign
currency exposure should the need arise.

(b) Pricerisk

The Group is exposed to equity price risk mainly through its
investment in equity securities. The Group’s equity price risk is
mainly concentrated on equity securities quoted on the Stock
Exchange.

The sensitivity analyses below have been determined based
on the exposure to equity price risk at the end of the reporting
period.

If equity prices had been 10% higher/lower (2016: 10% higher/
lower), other comprehensive income for the year ended 31
December 2017 would increase/decrease by HK$1,196,000
(2016: increase/decrease by HK$13,022,000) as a result of the
changes in fair value of available-for-sale investments.

M ERERE (&)
(a) SRR ()

BERABEMAREHERFTE K
SERFRERTFE T ZRRKRHE
$F¥&¢Eﬁﬁiﬁuﬁ """"" 18 AEBEFE
BB R rl se H IR B &b an T
FFTR

2017 2016
—E—+tfF —TERF
Foreign
currency
appreciate/
(depreciate)

Foreign

currency

appreciate/
(depreciate)

HK$’000 by
SNEFHE,
FET (828) FH&T

HK$000

(5,461) 5% (3,481)
5,461 5% 3,481

AR BRI EHIEABEMINER
5 BERBBENOINESEINBER - &
SETEREINERR  FERE
ZEE P EANINERR

(b) ERER

AEBERREBAFFREMAT
BAER RS o NEELZ RAERE
BT BREPNEBZARE 2 RAE
% o

ATHREST BB RRE AR Z
PR A B AR B BRAETT ©

WP ANERR EF T B®IO%( = F

—NFE ERHTEI0%) EEE/\\\EJ
HEEREQNTEES  HE—
—t¢+:ﬂ£+—5¢¢r§2ﬁﬁﬁ
2R g 180 R 21,196,000
BIL(ZZT—XE: B 0w
13,022,000 7T) °
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For the year ended 31 December 2017 #Z - =F

6.

EELE EdE:
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FINANCIAL RISK MANAGEMENT (Continued)

©

Credit risk

The Group’s credit risk is primarily attributable to its trade
receivables, other receivables, amount due from a related
company, loan to a non-controlling shareholder of a subsidiary
and loans to employee and other parties. In order to minimise
credit risk, the directors have delegated a team to be
responsible for determination of credit limits, credit approvals
and other monitoring procedures. In addition, the directors
review the recoverable amount of each individual trade
receivables, other receivables, amount due from a related
company, loan to a non-controlling shareholder of a subsidiary
and loans to employee and other parties regularly to ensure
that adequate impairment losses are recognised for
irrecoverable debts. In this regard, the directors consider that
the Group’s credit risk is significantly reduced.

The Group has certain concentration of credit risk, as the
Group’s largest three debtors account for 24.7% (2016: 27.4%)
of trade receivables as at 31 December 2017.

It has policies in place to ensure that sales are made to
customers with an appropriate credit history.

The credit risk on bank and cash balances is limited because
the counterparties are banks with high credit-ratings assigned
by international credit-rating agencies.

The Group has certain cash deposit and investment securities
in the margin account of a brokerage firm. The brokerage firm
is a subsidiary of a Hong Kong listed company hence the
directors consider the credit-rating is acceptable. The margin
account enables the brokerage firm to re-pledge the Group’s
securities collateral (if any) in the margin account and use it as
collateral to secure borrowings for the brokerage firm’s use. If
the brokerage firm becomes insolvent, the banks may liquidate
the securities collateral re-pledged to it by the brokerage firm
in order to discharge the brokerage firm’s indebtedness. As a
result, the Group may not be able to recover all the securities
in the margin account. This is commonly known as “pooling
risk” associated with the margin account. As at the end of
reporting period, the Group is not exposed to any pooling risk
as the Group’s investment securities and cash deposits held by
the brokerage firm has not been re-pledged.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

6. FINANCIAL RISK MANAGEMENT (Continued) 6. HMBEMRERE)
(d) Liquidity risk d) RBESEE

AEBNBRAEHRETRRR LESR
HWRBELFE  NERANEEER
AR & AN RS B R B R IR

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash to meet its liquidity requirements in
the short and longer term.

AEECREENGHIFMRTER
EEIE DM

The maturity analysis based on contractual undiscounted cash
flows of the Group’s financial liabilities is as follows:

Less than Between Between
1 year and land2 2and 5
on demand years years
155
KRR NF N¥
ERE 1£22F 2855 iS5 F “st
HK$000 HK$'000 HK$'000 HK$000 HK$'000
FHT FHT TET FHT FHET
At 31 December 2017 R-E—tF
+=HA=+—H
Trade payables RN B SRR 74,829 - - - 74,829
Accruals and other TRIRE R LA
payables JEfFRE 169,169 - - - 169,169
Amount due to a non- FEfHTE A ﬂZ
controlling shareholder JEVE AR AR R X
of a subsidiary 535 - - - 535
Borrowings BE 44,257 - - - 44,257
License rights payable AR RER R 6,469 - - - 6,469
At 31 December 2016 R-E—RX
+=A=+—H
Trade payables R E SRR 81,452 - - - 81,452
Accruals and other TERE R REM
payables JEfSF0E 159,072 - - - 159,072
Amount due to a joint BN —REERENIEA
venture 67 - - - 67
Amount due to a non- JERHTB R TZ
controlling shareholder FEFERR AR R R
of a subsidiary 327 - - - 327
Borrowings BE 90,557 - - - 90,557
License rights payable AT REIE TR 8,093 1,265 - - 9,358
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6. FINANCIAL RISK MANAGEMENT (Continued)

(e)

Interest rate risk

The Group’s loans to other parties and borrowings bear
interests at fixed interest rates and therefore are subject to fair
value interest rate risks.

The Group’s exposure to interest-rate risk arises from its bank
deposits. These deposits bear interests at variable rates varied
with the then prevailing market condition.

At 31 December 2017, it is estimated that a general increase/
(decrease) of 100 basis points in interest rates, with all other
variables held constant, would have decreased/(increased)
the Group’s loss for the year and accumulated losses as
follows:

FEEFH (THE)

Increase/(decrease) in interest rates

100 E 24
(100) & 2h

100 basis points
(100) basis points

The sensitivity analysis above indicates the impact on the
Group’s loss for the year and equity that would have arisen
assuming that there is an annualised impact on interest
income and expense by a change in interest rates. The analysis
has been performed on the same basis throughout the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

6.  FINANCIAL RISK MANAGEMENT (Continued) 6. HBRRER(E)
(f) Categories of financial instruments at 31 December fH H+-A=+—HHEHMIEE
Al
2017 2016
—E—tF ZE—RF
HK$°000 HK$'000
FHT F&T
Financial assets: TREE
Loans and receivables (including BN R ERGIE (BE
pledged bank deposits, bank and BEMIBITFR - RITR
cash equivalents): REZEY) -
Rental deposits Heks 2,235 -
Trade receivables FEUE 2 BR K 116,806 117,442
Receivables for factoring business HERRLBER 2 EUEIR - 14,551
Deposits and other receivables e N E bR IR 7,143 145,531
Loans to employee and other parties mEE REMATER 94,993 -
Loan to a non-controlling shareholder a1 — R M /B A 71— 42 FE12 &
of a subsidiary REER 120 -
Amount due from a related company JEU — B REE R R FUEB 1,257 -
Pledged bank deposits BEBIRITER 1,850 -
Bank and cash balances RITRIRSEHR 479,379 208,293
Available-for-sale financial assets AIHHESRMEE 11,958 130,224
Financial liabilities: cRIBME:
Financial liabilities at amortised cost: HEERATENEREAE
Trade payables JERE SERK 74,829 81,452
Accruals and other payables TEIRE A M E MR RIR 161,695 149,177
Amount due to a joint venture BN —MEE B hERIE - 67
Amount due to a non-controlling JER—FEMB AR Z
shareholder of subsidiary JEERR IR R B 535 327
Borrowings BE 43,139 79,712
License rights payable LS 3 NP 6,184 6,999
(9) Fair values (9) AF¥E
The carrying amounts of the Group’s financial assets and REBMPGEMBAREREHEHME
financial liabilities as reflected in the consolidated statement of ExcmRBENRDEEAZANA
financial position approximate their respective fair values. FEMEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

7. FAIR VALUE MEASUREMENTS 7. R~¥EF=

Fair value is the price that would be received to sell an asset or paid NEEAEMB2EEZEANRFTEAEERF

to transfer a liability in an orderly transaction between market RGPHELEMSIHERRBMIN

participants at the measurement date. The following disclosures of ZER - REBFERAUTRAFESERERE
fair value measurements use a fair value hierarchy that categorises WEAFETE  ESBARTE=ERAFERN
into three levels the inputs to valuation techniques used to measure HERITHBAERY B=EEH

fair value:

Level 1inputs:  quoted prices (unadjusted) in active markets for F1EBBAER : AEBRFT2HAE
identical assets or liabilities that the Group can BZHEREERAE
access at the measurement date. ZERBRMBE®RE(K

KRR o

Level 2 inputs:  inputs other than quoted prices included within F2EBABE: B1IEMBREZRE
level 1 that are observable for the asset or AN sREESAR
liability, either directly or indirectly. AHEESREEERSE

HZ@EAER -
Level 3inputs:  unobservable inputs for the asset or liability. FEIBHAER: BEXBEIUEHRK
ZEAERL o

The Group’s policy is to recognise transfers into and transfers out of AEENBRATEHEENETERBN

any of the three levels as of the date of the event or change in FHHNPAHER-ESASTENEARE

circumstances that caused the transfer. H e

(a) Disclosures of level in fair value hierarchy at 31 (@ M+=-ZA=+—HBAFEEHE

December: BHHE

Fair value measurements using: Total
DY EFEFANSER gt
Level 1 Level 2 Level 3 2017

F18E %28 #3E —T-tF
HK$°000 HK$°000 HK$°000 HK$°000
TRR TR TR TR

Recurring fair value measurements: EEMHAFLEHE :
Property, plant and equipment ME  BERRE
Commercial units — Hong Kong EEEN —FE

(note 18 & 19) (BisF18%19) - 59,000 - 59,000
Financial assets SHEE
Available-for-sale financial assets At HESRIERE
(note 25) (Hf7%25)
— Equity securities listed in -REBLETZ
Hong Kong IR EE A& 11,958 - - 11,958
11,958 59,000 - 70,958
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

7. FAIR VALUE MEASUREMENTS (Continued) 7. AVEFE(E)
(a) Disclosures of level in fair value hierarchy at 31 @ RT-A=+—HAFESEHRE
December: (Continued) BHRE . (8

Fair value measurements using: Total
AFEGEMANER : MBEr
Level 1 Level 2 Level 3 2016

F1E 2 FIE —E—RE
HK$'000 HK$'000 HK$'000 HK$'000
BT FBT FET FET

Recurring fair value measurements: EEM A FEFE :
Property, plant and equipment ME - BERRE
Commercial units — Hong Kong BEEN - B8

(note 18) (KtaE18) - 26,300 - 26,300
Financial assets SHEE
Available-for-sale financial assets At HESREE
(note 25) (KyeF25)
— Equity securities listed in —-REELTZ
Hong Kong R4S 130,224 - - 130,224
130,224 26,300 - 156,524
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7. FAIR VALUE MEASUREMENTS (Continued)

(b) Disclosure of valuation process used by the Group

and valuation techniques and inputs used in fair value
measurements at 31 December 2017:

The Group’s financial controller is responsible for the fair value
measurements of assets and liabilities required for financial
reporting purposes, including level 3 fair value measurements.
The financial controller reports directly to the Board of
Directors for these fair value measurements. Discussions of
valuation processes and results are held between the financial
controller and the Board of Directors at least twice a year.

For level 2 fair value measurements, the Group will normally
engage external valuation experts with the recognised
professional qualifications and recent experience to perform
the valuations.

Level 2 fair value measurements

7.

N EFE(E)

(b)

HEAEER =B —LFE+H
=+—BFRANEERS - (&
EETRAVEHBFARAGOH
AEH
AEENMBIERERTBREHE
THENEERBENRFEFE
(BREFEIBATEFE) HBEE
IRERAVEFEERAEFEE
W e ﬁﬁﬁi*iﬁ%%‘%iﬁyﬁﬁ}k
A B ERF RS

RE2BRFEEMS  AEEB
FRERAGERIEXELGRAN
HAEKENIINBHEERERFRETH
B

H2WATENE

Valuation technique Inputs Fair value
fHER I WA ER A¥{E
2017 2016
—B—tF —FT—RF
HK$°000 HK$000
FET FA&TT
Assets Assets
Commercial units located in Market comparable Market prices 59,000 26,300
Hong Kong approach
R BE BRI R BN MG & L& 70k TS EE

During the two years, there were no changes in valuation
technigues used.

RREEER - B R o R I5
mEER L -
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For the year ended 31 December 2017 #Z - =F

A B mRRM

—tFFZA=1—HILFE

REVENUE

An analysis of the Group’s revenue for the year is as follows:

WA
AEEZ FERADTMT :

2017 2016
—E—+tF T—R"EF
HK$°000 HK$'000
TERT FET
Sales of goods HEE M 658,351 752,366
Net sales return arising from EnRAEANREFE
product warranty (3,336) (3,800)
655,015 748,566
Factoring interest income RERELA T S A 484 183
Internet financial services income IS mERBA 92 -
Provision of catering service REERRE 6,617 -
662,208 748,749
SEGMENT INFORMATION D& R
The Group has three operating segments as follows: AEBZEEENIPWOT ¢
EMS —  Electronic manufacturing services EFRERE - S TFRERS
Distribution of —  Marketing and distribution of DIEBAER  —  EHEEDEBHESR
Communications Products communications products
Securities and Other Assets  —  Securities and other assets FHNEAM -  BEREMEERE
Investment investment BERE

The Group’s reportable segments are strategic business units that
offer different products and services. They are managed separately
because each business requires different technology and marketing
strategies.

The accounting policies of the operating segments are the same as
those described in note 4 to the consolidated financial statements.
Segment profits or losses do not include unallocated expenses,
impairment loss on amount due from a joint venture and income tax.
Segment assets do not include investment in a joint venture, other
unallocated assets and deferred tax assets. Segment liabilities do
not include borrowings, other unallocated liabilities and deferred tax
liabilities. Segment non-current assets do not include deferred tax
assets.

The Group accounts for intersegment sales and transfers as if the
sales or transfers were to third parties, i.e. at current market prices.

AREBRO IR E D B R IR AR E @ MR
MERBEIERBEL - SOBBLEE R
FEE FE G Z AR HY BT K 2 SR

RED M BEREGA VB RERME4
P& MER - 2 BT T EEAR D B H
X YR — A B EFRRERE KT
B DHMEEALTBRER —HAEEHE
ZEE AR REEREEHBEE
DHEBELTREER  HttANEEE
MBEEFRIBRE - DEERBDEELTE
EREHIREE

AEBRERMTEILD BHEHEE REEA
B BINBE=THENEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

9.  SEGMENT INFORMATION (Continued) 9. HHER(E)
(a) Information about reportable segment profit or loss, Q) FEHREIHEANREE EE
assets and liabilities: REBENER

Distribution of  Securities and
Communications Other Assets

EMS Products Investment Total
ETHE ViR bk &5 REHAM

AR5 Em HERR At
HK$°000 HK$°000 HK$°000 HK$°000
TR TR TR TR

Year ended 31 December 2017 HZE—ZT—+&

TZRA=t-ALEE

Revenue from external REMRELUA

customers 576,580 71,117 14,511 662,208
Intersegment revenue D EREAA 34,723 - - 34,723
Segment profit/(loss) A/ (BE) 13,792 (1,271) (95,301) (82,780)
Interest revenue FEWA 898 14 29 941
Interest expense MEBET - 633 736 1,369
Depreciation ne 14,942 47 786 15,775

Other material non-cash items: ~ EfEAIRLIEE :
Fair value gain on investment % &M% 2 A FENRE

properties (note 10) (7% 10) - - 2,157 2,157
Impairment 10ss on AHNESHEEL
available-for-sale BERE
financial assets - - 28,145 28,145
Loss on disposal of available-  HEFMHHESE
for-sale financial assets BEZER - - 20,339 20,339
Gain on bargain purchase REEBAHEE
from business U B8 7 sk (B3 10)
combination (note 10) - - 2,354 2,354
Impairment loss on RRRBER 2 ElEE
receivables for RERE
factoring business - - 15 15
Loss/(gain) on disposal of HERBAT
subsidiaries BB/ () 19,217 - (4,388) 14,829
Additions to segment AEIERBEELA
non-current assets 4,765 - 47,899 52,664
As at 31 December 2017 R-B—tE
+=BA=+-H
Segment assets NEEE 469,422 30,501 365,581 865,504
Segment liabilities HEEE 240,970 32,630 31,697 305,297
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ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

9.  SEGMENT INFORMATION (Continued) 9. DEER(E)
(a) Information about reportable segment profit or loss, () FEHmREIWBRFRNEE - - EE
assets and liabilities: (Continued) REENEY - (&)
Distribution of Securities and
Communications Other Assets
EMS Products \nvestment Total
ETHE B
R st
HK$'000 HK$ 000 HK$ 000 HK$'000
THT AT AT AT
Year ended 31 December 2016 EHZE-ZF-—~&
TZA=+-ALEE
Revenue from external REMRELPHA
customers 668,984 79,582 183 748,749
Intersegment revenue DEPEUA 37,446 - - 37,446
Segment profit/(loss) DEEF(B1E) 22,011 5173 (82,335) (55,151)
Interest revenue FIBUA 196 - 10 206
Interest expense FIERZ - 2,550 - 2,550
Depreciation and amortisation  #7& Kk i 16,732 1,259 459 18,450
Other material non-cash items: ~ HEAIEHRLIER :
Fair value loss on an RENMEZ ATEEFRE
investment property - - 18,345 18,345
Impairment 10ss on HNESHEEL
available-for-sale RERE
financial assets - - 25,600 25,600
Gain on disposal of a HE—FBEREME
subsidiary holding =N 6
an investment property - - 6,356 6,356
Gain on license rights HTERRET NG
contract amendment - 16,369 - 16,369
Additions to segment non- AEIERBEELA
current assets 6,417 30 1,150 7,597
As at 31 December 2016 R-B—RE
+=B=+-H
Segment assets DEEE 444,403 54,977 342,119 841,499
Segment liabilities HEaE 238,888 55,585 2,093 296,566
(b) Reconciliations of segment revenue, profit or loss, (b) AEUA - BIRBE - BEER

BENHEK:

assets and liabilities:

2017 2016

—E—t5F ZE—RF

HK$’000 HK$'000

TEx FETT

Revenue PN

Total revenue of reportable segments SR UL A LB AT 696,931 786,195
Elimination of intersegment revenue 73 EB R U A 3 (34,723) (37,446)
Consolidated revenue HAEWA 662,208 748,749
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For the year ended 31 December 2017 #Z - =F

9. SEGMENT INFORMATION (Continued)

—tFFZA=1—HILFE

(b) Reconciliations of segment revenue, profit or loss,
assets and liabilities: (Continued)

DEVER (58)

(b) T EINHEE -EER

BENHEK : (&)

2017
—E—tF

HK$°000
FERT

2016
AN S
HK$'000
T

Profit or loss AR e R
Total loss of reportable segments wEDEPE B (82,780) (55,151)
Intersegment elimination 7 SR RS 8 851 662
Unallocated amounts: RO EHE
Interest income on loans to mEMALTERZFSUWA
other parties 3,630 -
Imputed interest on non-interest KE—RETERREEERZ
bearing loans from HER B
a substantial shareholder (10,288) (992)
Interest on loans from independent KEBLE=FNERFE
third parties/party (1,392) (755)
Other unallocated head office and Eﬁﬂﬂi SNV SN
corporate expenses NGIESR-3 (31,432) (19,728)
Consolidated loss before tax R RIAR G B 1R (121,411) (75,964)
Reconciliations of segment assets and liabilities: THMEEREENEE:

2017 AONKS)
—E—+tF S ANCS
HK$’000 HK$'000
THET FHIT
Assets BE
Total assets of reportable segments WEDBEELE 865,504 841,499
Elimination of intersegment assets D EPEE EE I (25,805) (46,070)
Elimination of unrealised profits R IR v F R 5 (1,321) (2172)
Unallocated amounts: RO EEE
Bank and cash balances RITRIAE L 3 -
Prepayments, deposits, other AR - &Ze - Bt
receivables and other assets FEUGRIE R BB B 28,545 1,200
Loans to other parties MEMATER 91,630 -
Deferred tax assets BELERIBEE 2,032 5,827
Consolidated total assets FEEERE 960,588 800,284
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

9.

SEGMENT INFORMATION (Continued) 9. EbE

(b) ZHBWRA - BEFHEE EER
BENHER: (&

(b) Reconciliations of segment revenue, profit or loss,

©

assets and liabilities: (Continued)

Reconciliations of segment assets and liabilities:
(Continued)

&rt(%8)

ITHEERABENHER ()

2017 2016
—=—+F —E—RF
HK$°000 HK$000
THExT TFETT
Liabilities aE
Total liabilities of reportable segments  #RED A EBE 305,297 296,566
Elimination of intersegment liabilities DEE B A (25,805) (46,070)
Unallocated amounts: KO ERE
Accruals and other payables TEIRE BN bR RE 2,896 2,676
Borrowings EE 20,000 79,712
Deferred tax liabilities EREFRTBEE 4,198 3,763
Consolidated total liabilities LeaEReE 306,586 336,647
Geographical information: (c) HEESR:

The Group’s revenue from external customers by location of
operations and information about its non-current assets by
location are detailed below:

REBERBINREFIEEB S
DA LA RAZ R B D 2 JER E
BEMBERFRAOT

2017 2016
—ZE—+tF ZE—RF
HK$’000 HK$'000
F#&x T
Revenue WA
The People’s Republic of China FREAREMEAE(THE])

(the “PRC”) (including Hong Kong) (BIEEE) 97,535 88,032
The United States of America ENRAERE([ZER )

(the "U.S.A.7) 155,821 176,187
Switzerland It 133,096 141,471
France e 39,173 63,717
Poland Vil 7,431 18,902
United Kingdom HEH 26,684 43,299
Others Hittb 202,468 217,141
Consolidated total RE 662,208 748,749
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

9. SEGMENT INFORMATION (Continued) 9. HHEXR(E)
(¢) Geographical information: (Continued) (c) HEER : (&)
2016
HK$°000 HK$'000
TExT FET
Non-current assets kRBEE
The PRC (including Hong Kong) AR (BEES) 110,954 63,280
The U.S.A. EJE 5 52
Consolidated total A EEE 110,959 63,332
(d) Revenue from major customers: (d) REZTEEZEFHKA :
An analysis of revenue from major customers which account EAREBRKAI0%HIA N EBZRE
for 10 percent or more of the Group's revenue is as follows: WADHTET -
2017 2016
—E2—tF —ZT—REF
HK$’000 HK$'000
THET TAETT
EMS segment BT HERKE D
Customer A ZHEA 200,020 201,260
Customer B ZFB 102,487 125,574
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For the year ended 31 December 2017 #Z - =F

10.

A B mRRM

OTHER INCOME

—tFFZA=1—HILFE

0. Embig A

2017 2016
—E—t5F — R
HK$’000 HK$'000
FHET T
Bank interest income fﬂﬁﬂ SUA 246 206
Bank fixed deposit interest income R17E HATE AR B A 695 -
Consultancy fee income Eﬁf‘:ﬁ BIA - 1,140
Commission income [EERON 1,137 1,182
Exchange gains RN 1,838 -
Fair value gain on investment properties REWE 7 N EWES (KEE19)
(note 19) 2,157 -
Interest income on loans to employee and  [A{E 8 R E Mt A +EZF BUA
other parties 3,659
Tooling income HEAKA 372 1,123
Gain on bargain purchase from REEBEHREWE 2 kS
business combination (note 40(b)) (HfaE40(b)) 2,354 -
Gain on disposal of property, HEME - BE Rz K
plant and equipment - 50
Gain on disposal of a subsidiary holding HEZE —BINEMED
an investment property L ENGIPA € - 6,356
Gain on disposal of available-for-sale HEAHEEC/REERTS
financial assets - 4,741
Gain on license rights contract amendment B EF#e A& #E T 2 (BT 22(a))
(note 22(a)) - 16,369
Gain on disposal of subsidiaries HEM B A AU
(note 40(c) and 40(e)) (BtaF40(c) & 40¢e)) 4,402 -
Government subsidy BATE B 93 129
Sales of scrap materials SHERER 286 406
Others Hi 2,285 2,717
19,524 34,419
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For the year ended 31 December 2017 #Z - =F

1. FINANCE COSTS

—tFFZA=1—HILFE

2017 2016
—E—t5F — R
HK$’000 HK$'000
FHET T

Imputed interest on non-interest bearing KE—BEZRREEER
loans from a substantial shareholder ZAEEFE 10,288 992

Interest on loans from independent REIBLE =T 2 BERAE

third parties/party 1,392 755
Interest on loans from a related company KE—HEBEARZERFE 736 -
Other interest expenses EAb A BRI 633 2,550
13,049 4,297

12. INCOME TAX EXPENSE

Income tax has been recognised in profit or loss as follows:

Current tax — Hong Kong Profits Tax

BIEATHIR — BAFEN

2. FIS®iFEX

PRSI E N IBERER M T

2017
—E—-tF

HK$°000
FERT

2016
— N
HK$'000
TAT

Provision for the year FEEE 5,302 5,839
Over-provision in prior years BAFEBERG - (622)
5,302 5,217
Current tax — Overseas BNERFR TR — /@ oh
Provision for the year FERE 804 1,839
Under-provision in prior years BEFEEENT 93
897 1,839
Deferred tax (note 36) EIERETE (H 2% 36) 3,699 4,018
9,898 11,074
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For the year ended 31 December 2017 #Z - =F

12.

Eﬁﬂﬂﬁf&% |§ﬁ nf

— =

INCOME TAX EXPENSE (Continued)

A=+—HItFE

Hong Kong Profits Tax has been provided at a rate of 16.5% (2016
16.5%) on the estimated assessable profit for the year ended 31

December 2017.

PRC Enterprises Income Tax has been provided at a rate of 25%

(2016: 25%).

Tax charge on profits assessable elsewhere have been calculated at
the rates of tax prevailing in the countries in which the Group
operates, based on existing legislation, interpretation and practices

in respect thereof.

The reconciliation between the income tax expense and the product
of loss before tax multiplied by the Hong Kong Profits Tax rate is as

FriSfif sz (48)
HE-_T—+FE+-_A=Z+—HLEFE"
RNEBBIBE AR EN - #165% (=
T —RF 165%) IR RBEBNER
Bt o

AR IR 25% TR RAHRATIS B EHE (=
T—NF  25%)

E{mimﬁﬁ’i%%)féiﬁ?ﬂﬁ’ﬂﬁlﬁéﬁﬁﬁ Ty A%

BEEMERRENRE  RIFEHIRTT
AP mERESEE -

F18 BB BIR B AT AS IR UL B A T 8 B
B FTEH 2 B TR AN T -

follows:
2017 2016
—E—+tF ZE-REF
HK$’000 HK$ 000
F#&xT FHIT
Loss before tax BREE AT &R (121,411) (75,964)
Tax at the Hong Kong Profits Tax rate of REBNESBBZ16.5%

16.5% (2016: 16.5%) (ZZ—RF 1 165%) T8 2 1B (20,033) (12,534)
Tax effect of income that is not taxable BERBIRABOB G2 (2,410) (2,242)
Tax effect of expenses that are AR E RO BT E

not deductible 21,359 18,229
Tax effect of temporary differences not AERLREZENHGETE

recognised 421 1,031
Tax effect of tax concession EEVEROT B E (4,101) (3.873)
Under/(over)-provision in prior years BEFERETR(BEREE) 93 (622)
Over-provision of deferred tax in prior years @7t 4F [E iR LT B BEERE - (1,879)
Tax effect of utilisation of tax losses not R BARERTEEED

previously recognised Mg (545) (368)
Tax effect of tax losses not recognised RERFIAE BN E S E 19,096 9,112
Effect of different tax rates of subsidiaries B AR R =BT L (3,973) 3,899
Others HAth 9 321
Income tax expense FRSHR 2 9,898 11,074
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ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

13. LOSS FOR THE YEAR 3. FEEE
The Group’s loss for the year is stated after charging/(crediting) the AEBFEBRBENR GTA)UTEE
followings: BRI
2017 2016
—E—t5F ZE—RF
HK$’000 HK$'000
F#&xT T
Allowance for trade receivables, net JEUNE 5 BR 5 758
(note 27(1) (BiaE27(D)) 2,827 583
Amortisation of intangible assets (included 72 & EE 15
in selling and distribution expenses) (FFASEE R p R ) - 1,189
Auditor’s remuneration % SR €
— audit services — B/ 1,408 1,037
— other services — HAb AR 216 195
1,624 1,232
Business entertainment EBRBE 15,692 8,078
Bad debt written off in trade receivables RIEURE 58RO H R AR 4 83
Cost of goods sold (Note (i) SHERA (BaE )
Cost of inventories sold BEGFERA 509,748 596,824
Allowance on inventories GFERE 6,728 10,621
Reversal of allowance on FEBERD (M)
inventories (Note (ii)) (18,997) (9,794)
497,479 597,651
Depreciation e 15,775 17,261
Other income: (note 10) HaUWA : (HfaE10)
Gain on disposal of subsidiaries &SRB A R (4,402) -
Gain on disposal of property, HEME - BEL&E 2B
plant and equipment - (50)
Gain on bargain purchase from REBEHREWE WS
business combination (2,354) -
Gain on disposal of a subsidiary holding HERE —BITEMEN—B
an investment property WEAE s - (6,356)
Other operating expenses: Hibgeg B -
Fair value (gain)/loss on investment REWENFE W), FE
properties (note 19) (K1a£19) (2,157) 18,345
Loss on derivative financial assets THESREERE - 476
Loss on disposal of subsidiaries HEWBARIEE
(note 40(d), (©, (9, (h) (BtaE40 (@) ~ O~ (@ K h) 19,231 115
Loss on disposal of available-for-sale HEHHESREERE
financial assets 20,339 -
Impairment loss on available-for-sale A ECREE RERSE
financial assets 28,145 25,600
Impairment loss on receivables for RERBUBZETS 2 R FRTE
factoring business BIEEE 15 -
Research and development T M A B S (f A i)
expenditure (Note (iii)) 24,228 29,550
Operating lease charges wEHEEA
Land and buildings T RIEF 22,205 21,140
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A B mRRM

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

13. LOSS FOR THE YEAR (Continued) 13.

Notes:

() During the year ended 31 December 2017, cost of goods sold includes
approximately HK$108,060,000 (2016: HK$122,876,000) relating to employee
benefits expense and depreciation, amounts of which are also included in the
respective total amounts disclosed separately above and note 14 for each of
these types of expenses.

(i The Group makes allowance on inventories under respective aged criteria in
different segments. The reversal of such allowance represents the amount of
inventories subsequently used in production or sold.

(i) During the year ended 31 December 2017, research and development
expenditure includes approximately HK$23,293,000 (2016: HK$27,129,000)
relating to employee benefits expense, amounts of which are set out in note 14
to the consolidated financial statements.

FEEEE)
) BE-ZT—tF+-_A=+—"HBIFE  HEK

2&@%%?@1&5\&%' 752 % 47 £ #9108,060,000
BIL(ZF—7RF : 1228760008 7T) * ZEF®
IRE A EX M R4 18 B R B B R FI A 48
o

(ih  AEEHERERLSEEHNERRENOTFEES
B - BRBDEERANEERRENTFES
e

Giy BEZZ—EFT-A=+-HLFE HER
M e ERE BRI} 232930008
TL(ZZE—7R% 1271290008 7T) » ZELEH
iR BRI 14

14, EMPLOYEE BENEFITS EXPENSE 4. EE®MNFAX
2017 2016
—E—tfF —TRE
HK$’000 HK$'000
THET FETT
Employee benefits expense: EERAMAXL :
Salaries, bonuses and allowances %ﬁ% B4 N EEL 209,012 198,058
Retirement benefit scheme contributions RIRAE N FT B 12,727 15,153
221,739 213,211
Five highest paid individuals: AEREHAL:
The five highest paid individuals in the Group during the year $¢J§ CAEBRERRFATHRHES
included no (2016: one) directors whose emoluments are reflected in B(ZE—RF % EBERMIFEI5(a)
the analysis presented in note 15(a). The emoluments of the DA EY)  c HBTREB(ZE—RF: @

remaining five (2016: four) individuals are set out below:

R)RBFHALOMESEHIINT

2017 2016

—E—+F —E—RF

HK$°000 HK$'000

FH T FH&TT

Basic salaries and allowances %ZIS%@&??BS 24,618 10,564
Retirement benefit scheme contributions RIREFIEF B3R 247 237
24,865 10,801
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

14. EMPLOYEE BENEFITS EXPENSE (Continued) 4. BEBAMNHEZ(E)

The emoluments fell within the following band: B BRI T E

Number of individuals

AB

2017 2016
—E—+F —E-REF

HK$1,500,001 to HK$2,000,000 1,500,001/ 70 2 2,000,000 7T - 2
HK$2,000,001 to HK$2,500,000 2,000,001/ 7L £ 2,500,000 7T - -
HK$2,500,001 to HK$3,000,000 2,500,001 7L & 3,000,000 7T - -
HK$3,000,001 to HK$3,500,000 3,000,001 7T 2 3,500,000/ 7T - -
HK$3,500,001 to HK$4,000,000 3,500,001 7T = 4,000,000 % 7T 2 2
HK$4,000,001 to HK$4,500,000 4,000,001# 7T & 4,500,00078 7T 1 -
HK$4,500,001 to HK$5,000,000 4,500,001 7L £ 5,000,000 % 7T - -
HK$5,000,001 to HK$5,500,000 5,000,001 7L & 5,500,000 7T 1 -
HK$5,500,001 to HK$6,000,000 5,500,00178 7L £ 6,000,000 7 7T - -
HK$6,000,001 to HK$6,500,000 6,000,001/ 7L £ 6,500,000 7 7T - -
HK$6,500,001 to HK$7,000,000 6,500,001 7L & 7,000,000 7 7T - -
HK$7,000,001 to HK$7,500,000 7,000,001 7T £ 7,500,000 % 7T - -
HK$7,500,001 to HK$8,000,000 7,500,001 7T & 8,000,000 7T - -
HK$8,000,001 to HK$8,500,000 8,000,001/ 7L £ 8,500,000 % 7T 1 -

5 4
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For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

15. BENEFITS AND INTERESTS OF DIRECTORS

(a) Directors’ emoluments

The remuneration of every director is set out below:

15.

BEEENEER
(a) EE=EFHM
SESHFHHEIOT ¢

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
REAES (BRNALARANE A DER) NAARE D A REROHH

Emoluments paid
or receivable
in respect of
director’s other
Remunerations services in
paid or connection with
Estimated receivable in the management
money  Employer’s respect of of the affairs
value of  contribution accepting of the Company
Discretionary other to a retirement office Housing or its subsidiary
Salaries bonus benefits benefit scheme  as director allowance undertaking
RESERER
Hip R EBEHK RETES AAFRENE
s Bl BAEBHR DA Ef R
b BERA BE #E EROHEH RERE CHIEROHH st
HK$000 HK$000 HK$°000 HK$°000 HK$'000 HK$'000 HK$°000 HK$'000
ThRL ThR TER TER TER TER TER TER
Name of director j £3:34
Executive directors HITEF
Mr. Gong Shaoxiang (Chairman) ~ BA# %S (/) - 1,000 167 - - - - - 1,167
Mr. Lee Chi Hwa Joshua FREEE - 1,800 200 - - - - - 2,000
Mr. Duan Chuanhong Bl (iif) - 583 - - - - - - 583
Mr. Shi Xinbao SHIREE (iv) - 210 - - - - - - 210
Non-executive directors FHTEE
Mr. Cao Yuyun ERZESE 2,000 - - - - - - - 2,000
Mr. Bao Jingiao WAL 480 - 80 - - - - - 560
Mr. Wong Chun Hung BEERAE 20 - 1] - - - - - 280
Mr. Leung Pok Man 2ENEE 240 - 4 - - - - - 20
Mr. Chan Kin Sang BREERE (i) 70 - - - - - - - 70
Total for 2017 “R-LEE 3,030 3,503 527 - - - - - 7,150
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
IRa

% N

15.

Eﬁﬁﬂ#ﬁ&% |§ﬁ nf

For the year ended 31 December 2017 #Z - =F

—tFFZA=1—HILFE

BENEFITS AND INTERESTS OF DIRECTORS (Continued)

C)]

(b)

Directors’ emoluments (Continued)

The remuneration of every director is set out below:

15.

EEEN RS (E)

(a)

EEHM (8
BEEHMEIIMT

Name of director 33

Executive directors HITEE

Mr. Gong Shaoxiang (Chairman) ~ BA# %S (/) - 1,000 1,000
Mr. Lee Chi Hwa Joshua FRERE - 1,800 1800
Non-executive directors FRTEF

Mr. Cao Yuyun ERREE 2,000 2,000
Mr. Bao Jingiao HWEHEE 480 480
Mr. Wong Chun Hung BHEEE 240 240
Mr. Leung Pok Man PERE 240 240
Mr. Chan Kin Sang REELE (i 25 25
Total for 2016 ZT-RFEH 2,985 2,800 5785
Notes: B -

0] Estimated money value of other benefits include rent paid, share options, 0] HigfmttEBEEREEHAE

insurance premium and club memberships.

(i Appointed on 18 October 2016 and resigned on 31 July 2017.

(iii) Appointed on 1 June 2017.

(iv) Appointed on 16 October 2017.

Neither the chief executive nor any of the directors waived
any emoluments during the year (2016: Nil).

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts in
relation to the Group’s business to which the Company was a
party and in which a director of the Company and the
director’s connected party had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any
time during the year.

China Healthcare Enterprise Group Limited ZEE R EE¥%EE R AT

(b)

& BRI RBRERSFAEE -

(i) RZT—RNE+ATN\BEZERRZ
T—+FLA=+—HEHE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

16. DIVIDENDS 6. B
No dividends have been paid or proposed during the year ended 31 HE—_T—+tF+-_A=1+—HILFEH
December 2017, nor has any dividend been proposed since the end EORB BRI S - B EREHRU
of the reporting period (2016; Nil). RMEERBEEMRE (=T —RF - &) -
17.  LOSS PER SHARE 7. =SREE
The calculation of the basic and diluted loss per share is based on BRERNREEBEEZE T NGE -
the following:
2017 2016
—E—tF TR
HK$°000 HK$'000
THET TFETT
Loss BB
Loss attributable to owners of the Company, FRR:HESFREREIEZ
used in the basic loss per share calculation KRATRVEE AEEEIE (128,428) (82,646)
(a) Basic loss per share () BREXERE
Number of shares — Basic BE—EX

Weighted average number of BRETESRERNEE
ordinary shares for the purpose of DOE 15 B I AR 2R
calculating basic loss per share 5,120,763,455 4,955,311,400
(b) Diluted loss per share (b) BREFESE
No diluted loss per share was presented as the Company did BERARAIHE-_T—+tFR_F
not have any diluted potential ordinary shares for the years —RNF+ A=+ HIFEWET
ended 31 December 2017 and 20716. EEEBE LBl MU EZ5FR

EEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A MFERRME

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

18.  PROPERTY, PLANT AND EQUIPMENT 18. W% - WEKEE
Plant,
machinery,
Land and Leasehold  mouldsand Furniture and Motor
buildings improvements tools  equipment vehicles Total
RENE BE- #E-
THEET IR HERIE FHARRE HE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL BT TEL THL TATL
Cost or valuation RAS B
At 1 January 2016 WZE2-F-A—-H 26,700 16,592 133,591 11,514 966 189,363
Additions BE - 1,455 4428 938 776 7597
Elimination of accumulated depreciation 2T EH (1,068) - - - (1,068)
(ain on property revaluation mE S 668 - - 668
Disposals HE - - (2,808) (749) (3,557)
Written off il - - (2,525) - (2,525)
Exchange differences ERER - (1,078) (4878) (313) (14) (6,283)
At 31 December 2016 and 1 January 2017 7 —~NE+ZA=+-H
2—+F-A—-H 26,300 16,969 130,333 9,614 979 184,195
Additions ﬂ%ﬁ - 212 4,546 1,249 - 6,007
Elimination of accumulated depreciation 2t EH (1,052) - - - - (1,052)
(ain on property revaluation mE B 3,752 - - - - 3,752
Acquisition of subsidiaries WEEH B
(note 40 (3) and (b)) (Hta0@) ko) - 1,078 - 488 3% 1,905
Disposal of subsidiaries HEWBAR
(note 40 (c)-(g)) (32 4000)(9) - (51) (1,179) (1,018) - (2,248)
Disposals ik - - (890) (14) - (904)
Exchange differences EREE - 1,150 5,085 268 26 6,549
At 31 December 2017 RZE-tF+-A=+-H 29,000 19,358 137,895 10,607 1344 198,204
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

18. PROPERTY, PLANT AND EQUIPMENT (Continued) 18. W% - BB K& (8)

Plant,
machinery,
Land and Leasehold  mouldsand Furniture and Motor
buildings improvements tools  equipment vehicles Total

HE¥E KR #2
tiRET IR HBARIR HHRX% RE it
HKP000  HKS000  HKS000  HKSO00  HKSOO0  HK$000

TATL TAL TEL ThEL TAL TATL

Accumulated depreciation ZitiE
At 1 January 2016 R=E-"F-A-H - 311 103,840 9,434 801 117,19
Charge for the year FRER 1,068 4112 10,728 1067 286 17,61
Elimination on revaluation BIHEH (1,068) - . - - (1,068)
Written back on disposals HERE - - - (2,518) - (2,518)
Disposal e - - (2,664) - (749) (3.413)
Exchange differences ERES - (324) (3,589) (244) ) (4,163)
At 31 December 2016 and /\ﬁ' A=1-H

1 January 2017 T—+F-f-H - 6,909 108,315 7,739 332 123,295
Charge for the year il; ;%iﬂ% 1,052 3973 9,238 1,138 374 15,775
Elimination on revaluation BiEEH (1,052) - - - - (1,052)
Disposal of subsidiaries HENBLA

(note 40 (c)-(g)) (B2 4000)-(9) - (26) (984) (646) - (1,656)
Disposal e - - (752) (13) - (765)
Exchange differences ERER - 548 3,931 240 12 4,731
At 31 December 2017 R-E-+5+-A=+-H - 11,404 119,748 8,458 718 140,328
Carrying amount REE
At 31 December 2017 RZE—+&+-f=1-H 29,000 7,954 18,147 2,149 626 57,876
At 31 December 2016 RoE-R"E+-A=1-H 26,300 10,060 22,018 1875 647 60,900
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

% N

For the year ended 31 December 2017 #Z - =F

18.

A B mRRM

—tFFZA=1—HILFE

PROPERTY, PLANT AND EQUIPMENT (Continued)

The Group’s land and buildings is analysed as follows:

BB
TH#

In Hong Kong
Leasehold

W% - BE Rt ()
AEEOTIOREFHNMT :

2017
—ZT—tfF

2016
—NEF
HK$'000
THAT

HK$’000
FTERT

29,000 26,300

The Group’s land and buildings in Hong Kong were revalued at 31
December 2017 and 2016 on the open market value basis by
reference to market evidence of recent transactions for similar
properties by Colliers International (Hong Kong) Limited (2016:
Multiple Surveyors & Consultants Limited), an independent firm of
chartered surveyors.

The carrying amount of the Group’s land and buildings would have
been approximately HK$2,546,000 (2016: HK$2,880,000) had they
been stated at cost less accumulated depreciation and impairment
losses.

INVESTMENT PROPERTIES

AEBEREBN L RIETRBILEFTA
B EHE NBREYEER(FE) AR
7}_7(* T-RF: BARNEMRERTAE
RAE))BERUNENORR ZTI5EE
?;?’D\Ffﬁ TEEER _T—LFR_F—X
F+-A=t+—REH-

i A =B i RIEFEA AR RTITE R
ﬁﬁ%ﬁﬂ% HERME R4 A 2,546,000
BT (ZZ—7N4F 2,880,000 7T) ©

BEME

2017 2016
—E—+tF —E—RNF

HK$°000 HK$000

THxT FHTT

At 1 January n—HA—H - -
Additions BE 27,843 55,575
Fair value gain/(loss) (note 10) NFEWES (BE)(#E10) 2,157 (18,345)
Disposals HeE - (37,230)
At 31 December ®W+=—A=+—8 30,000 -

Investment properties were revalued at 31 December 2017 on the
open market value basis by reference to market evidence of recent
transactions for similar properties by Savills Valuation and
Professional Services Limited, an independent firm of chartered
surveyors.

For commercial properties and offices, the Group used market
comparable approach.

China Healthcare Enterprise Group Limited ZEE R EE¥%EE R AT

REMER BB TR EMEHRE —
RPBHEHEELEXERBERARZE
BUMENCRR TSR RRAFTE
BEER T+ F+-_A=+—HEMH-

EASEXZEYSS ) YNENTTR
BHBUE ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

]
N}

20. PREPAID LEASE PAYMENTS

21.

Eﬁﬁﬂ#ﬁ&% |§ﬁ nf

For the year ended 31 December 2017 #Z - =F

—tFFZA=1—HILFE

20. TBHEEFIE

The Group’s interests in prepaid land lease payments represent AEBRIEN T HEERBENESFAN
prepaid operating lease payments and their net book value are KEHENBMEREFEE  EofuT :

analysed as follows:

2017 2016
—E—+tF =T — N
HK$7000 HK$'000
THET FET
At 1 January n—HA—H 3,047 3,887
Exchange differences & H =5 201 (225)
Amortisation of prepaid land TE{ b FH & T A
lease payments (607) (615)
At 31 December R+—A=+—H 2,641 3,047
Current portion BRERES 2 (607) (615)
Non-current portion JEBNEREL 2,034 2,432
GOODWILL 21, B
Catering
Services CGU
EHRERS
EAEN
HK$'000
FETT
Cost 155?.74S
At 1 January 2017 —T—+F%—HA—H -
Acquisition of subsidiaries (note 40(a)) Hﬂl,ﬂ%ﬁﬁ%’& A (K17 40¢a)) 18,814
At 31 December 2017 —E—+F+=-_A=+—H 18,814
Accumulated impairment losses AR EEE
At 1 January 2017 A—E—+F—HA—H -
At acquisition date RULEE B HA -
Exchange differences P == -

At 31 December 2017

R—E—+F+=-A=+—H -

Carrying amount
At 31 December 2017

REE
R-E—+F+_A=1+—H 18,814
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

i\‘/T\

For the year ended 31 December 2017 #Z - =F

21.

EELE EdE:

—tFFZA=1—HILFE

GOODWILL (Continued)

Goodwill acquired in a business combination is allocated, at
acquisition, to the Cash Generating Units (“CGUs”) that are expected
to benefit from that business combination.

The Group acquired 100% equity interest of Pride Review Limited
and its subsidiaries (collectively referred to the “Pride Review
Group”) on 17 July 2017. The goodwill arising from the acquisition is
allocated to the Catering Services CGU.

The recoverable amounts of the Catering Services CGU has been
determined on the basis of their value in use calculations using
discounted cash flow method. The key assumptions for the
discounted cash flow method are those regarding the discount
rates, growth rates and budgeted gross margin and revenue during
the period. The Group estimates discount rates using pre-tax rates
that reflect current market assessments of the time value of money
and the risks specific to the Catering Services CGU. The growth rates
are based on long-term average economic growth rate of the
geographical area in which the businesses of the Catering Services
CGU operates. Budgeted gross margin and revenue are based on
past practices and expectations on market development.

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by the directors for the next five
years with the residual period using the growth rate of 3%. This rate
does not exceed the average long-term growth rate for the relevant
markets.

The rate used to discount the forecast cash flows from the Group’s
Catering Services CGU is 18.86%.

China Healthcare Enterprise Group Limited £ E @ A ¥ EEER AT

e (E)

R—IAEBKEH TRENHERWER D
ERRRZEBAHRanReELE
fL(REEEBM]) -

REEBR T —+F+ A+t B WEPride
Review Limited & E if 8 2 71 (4218 [Pride
Review £ [@ |) H9100% I & - BB E £
BOREERRBEREELEEN -

ERRBRACELEM 2 TR ESRTIE
RBRBSRELIRBEEEREEETE
REBRRSREETEHZERZBRI R
MBRE  BREARBABEEN X R
e BEERARBATNRMGEFRE
%N R R BR TS IR W B i R E(E 2 5T
ERREELEMZHBRR - BREXTS
NERIRISHE T EL B EEEMEL
EZEﬁﬁiﬁﬁﬁfﬁi‘ETﬁgﬁ B’E
MEEBWATIBEEN REHEERZ
FEHREAE -

AEBRECHASREBANIZZOIME
EHEZRRAFHMBEEALEST B
RAI% 2 BEXFHE - BRLEL KBS
BRSSP RPEREE -

RARMAEREAEEERRFEREELE
U2 ERRERE 2L ER18.86% °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4= AR

sRe M mR M

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

22.

INTANGIBLE ASSETS

2. EREE

License Customer
rights relationship
(note a) (note b) Total
ST RE EERR
(MizEa) (MizED) et
HK$'000 HK$'000 HK$ 000
T FHIT T
Cost SFS
At 1 January 2016 R-_E—RF—H—H 37,382 13,707 51,089
Adjustment to cost due to A& #ME T M AR A
contract amendment (4,924) - (4,924)
At 31 December 2016, N-ZE—RE+=-_/A=+—8-
1 January 2017 and —T—t+tF—A—BK
31 December 2017 —E—+F+=ZA=+—8H 32,458 13,707 46,165
Accumulated amortisation and ZE:Hi#ts R EEE
impairment losses
At 1 January 2016 RZZE—XR"F—H—H 31,269 13,707 44,976
Amortisation for the year FEHH 1,189 - 1,189
At 31 December 2016, R-_FE—XRE+-_A=+—8-
1 January 2017 and —2—t+F-A—HK
31 December 2017 —E—+F+=-_A=+—H 32,458 13,707 46,165
Carrying amount BRHEE

At 31 December 2017

RZE—tF+-_A=+—H

At 31 December 2016

R-ZE—XRE+-_A=+—H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

IRa

% N

22.

23.

Eﬁﬁﬂﬁf&% |§ﬁ nf

For the year ended 31 December 2017 #Z - =F

—tFFZA=1—HILFE

INTANGIBLE ASSETS (Continued)

Notes:

(a)

(o)

License rights represent the right to use the “RCA” trademark in trading of
certain manufactured business phones in the U.S.A. and Canada. The remaining
useful live of the license rights is 1 year (2016: 2 years).

The license rights would expire in 31 December 2018. The Group is required to
pay license fee to the licensor based on agreed percentage of revenue subject
to agreed annual minimum guaranteed license fee increased progressively
throughout the license period. On 6 August 2016, the licensor agreed to revise
the following terms of the license rights: (i) waive certain cumulative
outstanding license fee up to 31 December 2015; and (ii) reduce the annual
minimum guaranteed license fee for the year 2016 to 2018. The fair value of the
license rights payable based on the renegotiated terms was amounted to
HK$6,592,000 at 6 August 2016. To account for the renegotiated terms, the
carrying amount of the license rights payable was adjusted by HK$21,293,000,
the carrying amount of the license rights intangible assets was adjusted by
HK$4,924,000 to nil and the difference of HK$16,369,000 was recognised as a
gain on license rights contract amendment during 2016.

Customer relationship represents the future economic benefit to the Group
arising from regular contact between individual customer and the business
entity before business combination. The amortising period of customer
relationship was 3-6 years.

INVESTMENTS IN SUBSIDIARIES

Unlisted investment, at cost

FETIE » RA

22.

23.

2317

(@

(b)

NN

BEE)

R EXBRNEREEE THEEAEKRM
B8 A [RCA] BARAORE R o 45 37 RE 9 TR (2
HRRIVF(ZT—RF : 29) °

%é#ﬁéh#:: NEFZA=+—BER - &

B RIZ 1 AR B 5 Lo IR 354 A S S RF e A
E( PR S ER R IR B AN 5 5 F T R AR 4R
RESFFHER) - RZZ—XFENAXA - BHEA
REETUATRHEER : OREEE-T—F
F+ZA=+—BILHE TR REBEFE
B RMBREZZT—R"EE_T—\FHFE
SEREREFFRE - UEREFHEGERAELE
HSTEEN RO A TFER=_Z2—RF/\AXA
£6,592,00078 7T © IRIREH 1 E 2 R - BaF
R FE 1<) 50 O B T 1B 9 38 21,293,000 8 7T + 45 T4
WA EMREER4924000 8 THEETHE
7T }16,369,000 BT H E R T — N FEHR
BETFHEA NE TR -

EEBMEECEXTAMIEATPREBERE

HEEEAEEES AR REENR - FPHE
WEHEIRIEGF o

S NRIMIRE

2017
Bt =

2016
— RN
HK$'000

TAT

HK$°000
TR

57,854 6

The amounts due from/(to) subsidiaries are unsecured, interest-free
and have no fixed terms of repayment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

23. INVESTMENTS IN SUBSIDIARIES (Continued) 23. REBARIMIEE (8)
Particulars of the subsidiaries as at 31 December 2017 are as follows: R-ZZE—tFF+ A=+ —BAREEKNB
NEINFBOT -
Place of Issued and Percentage of ownership
incorporation/ paid up interest/ voting power/ Principal
Name of subsidiary establishment capital profit sharing activities
i FaERR/ RER/
WEAREE SR/ B ERTRARRA #ERFEI TEEK
Direct Indirect
E# B
Captain Ace Limited British Virgin Islands 100 ordinary shares 100% - Inactive
(BV.) of US$1 each ki3 37
AERIHE 100 EHRAELET
(ZBExEE)) LER
Charm Year International Limited BV 100 ordinary shares 100% - Investment holding
HIERBERAR HREUEE of US$1 each RARR
100REREE
IETNEER
China Khan Limited BV 100 ordinary shares 100% - Investment holding
ERERAF HBEUEE of US$1 each RAERE
100 RERAE
IETNERER
Fortune Cycle Investments BV 100 ordinary shares 100% - Investment holding
Limited HBREUEE of US$1 each RARR
100 SRAE
IETEERR
Grant Global Limited BV 100 ordinary shares 100% - Inactive
HBRUEE of US$1 each 0
100 SRAE
IETHERR
Navigator Holdings Limited BV 100 ordinary shares 100% - Investment holding
HKEROHE of US$1 each REER
100EEREE
IETHERER
Powerled Limited BV 100 ordinary shares 100% - Investment holding
ERERAE KERAHE of US$1 each REER
100REREE
IETHERER
Power Trump Investments Limited Hong Kong Ordinary shares of HK$100 100% - Investment holding
7 1008 TR L AR RERR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 #Z - =F

—tFFZA=1—HILFE

—tF+ A=+ —REREENE

23. INVESTMENTS IN SUBSIDIARIES (Continued) 23. RHIBATIRIKE (B8)
Particulars of the subsidiaries as at 31 December 2017 are as follows: n=
(Continued) NEMFBIOT : (8)

Name of subsidiary

WELRER

Pride Review Limited

Sheer Victory Limited

ValueCatch Global Limited

ValueCatch Global Fund
One Limited

ValueCatch Global Fund
One CIP Limited

Winning Global Holdings Limited

Ace Wealthy Limited

Chief Hero Limited
FHEBRLA

Place of
incorporation/
establishment

BV
ABRLES

B,
RBRLES

Cayman Islands

HERS

Cayman Islands

RERS

Cayman Islands

RERE

BV
RBRAES

Hong Kong
Bk

Hong Kong
&k

Issued and Percentage of ownership
paid up interest/ voting power/
capital profit sharing
EERERERES RE
HERAFAL
Direct Indirect

EE 4

BRTRARKRE

1 ordinary share 100% -
of US$1 each

1kEREE
IETEERR

100 ordinary shares 100% -
of US$1 each

100REREE
IETHERR

1 ordinary share 100% -
of US$1 each

1RGRER
IETHERER

1 ordinary share 100% -
of US$1 each

1RERAEE
1ETMERR

1 ordinary share 100% -
of US$1 each
LRGRER
1ETHERKR
100 ordinary shares 100% -
of US$1 each
100 R EHRAE
IETHE AR

Ordinary shares - 100%
of HK$2
2BTREER

Ordinary shares of HK$100 - 100%
1008 AL AR
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Principal
activities

IRXB

Investment holding

REER

Investment holding

&R

Inactive

LEEH

Inactive

LEEH

Inactive

LEEH

Inactive

LEXH

Provision of
catering service

REEHRE

Provision of
catering service

RERHRE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

23. INVESTMENTS IN SUBSIDIARIES (Continued) 23. RHIBATIRKE (B8)
Particulars of the subsidiaries as at 31 December 2017 are as follows: 5’3:2 tF+-—A=Z+—BAEENE
(Continued) RNEIMFIBLT - (8)

Name of subsidiary

WELAREH

China Healthcare Partners Limited

Circuit Development Limited

Dayshine Global Investments Limited

Earn King Corporation Limited

HRBRAR

Easy Time Limited
SRERAA

Ever Billion Industrial Limited

FEEXARLA

Excel Champion Limited

SEERAA

Gabrio International Limited

dea Perfect Holdings Limited
EXERERAF

Place of
incorporation/
establishment

Cayman Islands

RERS

Hong Kong

B,
ABRLES

Hong Kong

Hong Kong
Hong Kong

Hong Kong

BV
RBRAES

Hong Kong

Issued and
paid up
capital

BRTRARKRE

1 ordinary share of
US$1 each

IkERAEE
1ETHEAR

Ordinary shares of
HK$10,000
100007878

1 ordinary share of
US$1 each

1R ERER
IXTHEBR

Ordinary share of HK$1
1AM EER

Ordinary share
of HK$100
1008 EER

Ordinary share of HK$1
BT RR

Ordinary share of HK$1
BRI @R

1 ordinary share of
US$1 each

1kERAEE
1ETHE AR

Ordinary share of HK$1
1BTHE Bk

Percentage of ownership
interest/ voting power/
profit sharing
ElRERER/ REE/
/\?-Imﬂﬁ -\tt
Direct Indirect
E# f;
- 100%
- 100%
- 100%
- 100%
- 100%
- 100%
- 100%
- 100%
- 100%

Annual Report &3 2017

Principal
activities

IREB

Inactive

LEXH

Property investment

Inactive

LEXH

Inactive

LEEH

Provision of
catering service

}E{/\ Eﬁﬁ\ﬁ&i&

Investment holding

REER

Inactive

LEXH

Investment holding

RARK

Investment holding

K&k
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

23. INVESTMENTS IN SUBSIDIARIES (Continued) 23. REBARIMIEE (8)
Particulars of the subsidiaries as at 31 December 2017 are as follows: R-ZZE—tFF+ A=+ —BAREEKNB
(Continued) ARMFBENOT : (8)

Place of Issued and Percentage of ownership
incorporation/ paid up interest/ voting power/ Principal
Name of subsidiary establishment capital profit sharing activities
ElhRaERER/ RE
WEAREE SRR/ KL ERTRAZHRA HERAFAL TEEK
Direct Indirect
E¥ S
Keenpro Investments Limited BV 1 ordinary share of - 100%  Investment holding
BREEBRAA RERNES US$1 each RERR
1kEREE
1ETRE AR
Dol-Fin Asset Management Hong Kong Ordinary share of HK$1 - 100%  Inactive
Limited i 1AM EER TEEY

ARAREEERERAT
(formerly known as Navigator Capital
Management Limited)

(MRS BEERARAR)

Nice Merit Limited Hong Kong Ordinary share of HK$1 - 100%  Investment holding
BHARAA G 1R EER RERR
Sheer Victory Company Limited Hong Kong Ordinary share of HK$1 - 100%  Inactive
Bl IR EER ki3 7S
Sino Achieve Limited Hong Kong Ordinary shares of - 100%  Investment holding and
REERAA Bl HK$5,000,000 trading
5,000,000 7EHY REARRES
Space Wisdom Limited BV 1 ordinary share - 100%  Inactive
BRBRAR HBRUEE of US$1 each TaE
hEhEE
1ETHEBRR
Telefield Asia Pacific Limited Hong Kong Ordinary share of HK$1 - 100%  Inactive
PEGAARAR B AT EER S S
Telefield Holdings Limited BV 410,000 ordinary shares - 100%  Investment holding
RERNES of US$1 each RARR
410000 R ERAE
1ETREAR
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Telefield Medical Devices Limited

hERESHERAA

Telefield NA Inc.

Telefield Universal Limited

SRRERAA

Hong Kong

USA.
x8

Hong Kong

ERFRETRN

Ordinary shares of
HK$1,000
1000 BT A LB

Share capital of
US$2,000,000
#272000,000% T

Ordinary shares of
HK$15,600,000
15,600,000 LAY

23. INVESTMENTS IN SUBSIDIARIES (Continued) 23. REBARIMIEE (8)
Particulars of the subsidiaries as at 31 December 2017 are as follows: RZE—tF+ A=+ —HAREEWNES
(Continued) ARMFBENOT : (8)
Place of Issued and Percentage of ownership
incorporation/ paid up interest/ voting power/ Principal
Name of subsidiary establishment capital profit sharing activities
Bl RaERER/ RE
WEARE®E SRAL/ B L2 ERTRARRK HERFEAL TEER
Direct Indirect
E# B
Telefield Lifestyle Limited Hong Kong Ordinary shares of - 85%  Trading and provision
RELERRERLA 5% HK$700,000 of EMS agency services
700,0007% LA & AR BSRREET
HERBARRE
Telefield Limited Hong Kong Ordinary shares of - 100%  Investment holding,
HEER LT 5% HK$20,000,000 and electronic manufacturing
non-voting deferred services for
shares of HK$5,000,000 telecommunications,
20,000,000 T4 security, car electronics,
LERR home appliances, other
50000007870 consumer and industrial

electronic products
RARR &

R% - /'LEEE%EED‘

55 HitEER

IEEFEMD

ST RERS

100%  Trading of personal

care products

EAERERES

100%  Trading of business

telephone system

100%  Investment holding and

trading of
telecommunication
products
RAERE
EHERES
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China Healthcare Enterprise Group Limited ZEE R EE¥%EE R AT

23. INVESTMENTS IN SUBSIDIARIES (Continued) 23. RHIBATIRIKE (B8)
Particulars of the subsidiaries as at 31 December 2017 are as follows: R-ZZE—tFF+ A=+ —BAREEKNB
(Continued) RNEIMFIBLT - (8)

Place of Issued and Percentage of ownership
incorporation/ paid up interest/ voting power/ Principal
Name of subsidiary establishment capital profit sharing activities
EiRERER, "'}x
WEAREE FRARL/ AL BRTRMZRA HERFEDL TEER
Direct Indlrect
B S
Well Dragon Electronics Limited Hong Kong Ordinary share of HK$1 - 100%  Inactive
BEBTERAT BE 1ETAERR EE S
Wise State Investment Ltd Hong Kong Ordinary share of HK$1 - 100%  Investment holding
EAREERAT BE 1ETALER RARR
ENPEETERLA PRC Registered capital - 100%  Manufacture of
Guangzhou Telefield Limited (Note) of US$8,060,000 telecommunications
HfER and other products
8,060,000% 7T SAREMERN
ENPEETERLA PRC Registered capital - 100%  Manufacture and sale of
Guangzhou Zhong Sui Limited (Note) of US$1,500,000 consumable electronic
HhER products
1500000 37T BEEFEDN
BEREE
BN EBRARERLA PRC Registered capital - 100%  Inactive
Guangzhou Zhuo Feng Plastics HE of US$2,000,000 BEER
Co., Limited (Note) HER
2,000,000% T
EXERTARINBRAR PRC Registered capital of - 100%  Inactive
Huashi Management Consultancy RMB300,000,000 BELER
(Shenzhen) Limited (Note) HMERARE
300,000,000 7%
EREEER (R BERAR PRC Registered capital of - 100%  Investment holding
Healthcare Holdings (Shenzhen) i RMB500,000,000 RAER
Co., Ltd (Note) HMERARY
500,000,000 7%
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23.

24,

INVESTMENTS IN SUBSIDIARIES (Continued) 23.

Particulars of the subsidiaries as at 31 December 2017 are as follows:
(Continued)

Place of Issued and
incorporation/ paid up
Name of subsidiary establishment capital

WELRER AEMERL /B L i B BRTRARKRE

MIFERZERELBRS PRC Registered capital of
BRAF e RMB100,000,000
FMERARE
100,000,000 7
THERBGBEREEE PRC Registered capital of
BRATR(TER]) HE RMB20,000,000 with paid
Anhui Huayuan Guoyi Medical up capital of RMB5,000,000
Investment Management Limited HRERARY
(“Guoyi”) (Note) 20,000,000 7T
HRBAARE
5,000,0007C

Note: English names for identification purpose.

Except for Guoyi, all subsidiaries established in the PRC are wholly
foreign-owned enterprises.

As at 31 December 2017, the bank balances of the Group’s
subsidiaries in the PRC denominated in RMB and deposited with
banks in the PRC were amounted to approximately HK$24,120,000
(2016: HK$18,333,000). Conversion of RMB into foreign currencies is
subject to the PRC’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations.

INVESTMENT IN A JOINT VENTURE 24,

Unlisted investment in Hong Kong: EBRIELTIRE ¢
Share of net assets B EEFE
Amount due from a joint venture JEW—E A EEFIB

RITBARHIRE (B)

RIBE—tF+_A=+—BAEENE
RAWFBENT - (&)

Percentage of ownership
interest/ voting power/ Principal

profit sharing activities

EiERARRR/RE

HERFEIL TEEK
Direct Indirect

EE 4

- 100%  Internet financial services

EBREERRE

- 51%  Trading and selling of
medical equipments

EHRHEERRE

Mzt - BXEREHEBIRE -

BREIRSN - PrAFE R BRI BB 1 R4S
RINEBEDE -

MZZT—+FE+=-F=+—8 A£ENHF
BB &8 A Bl A A RIS FTHE AT A R B R
THYER 1T A5 84 A 49241200008 T( = &
—754F 1183330008 7T) © AR IR AIN
EESZ R EINEE RGO RERE - SERN
EEERTERBRR o

R—EaZEEENKRE

2017 2016
- —E-RE

HK$°000 HK$'000
TR TAT
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24,

INVESTMENT IN A JOINT VENTURE (Continued)

Details of the Group’s joint venture at 31 December 2017 is as
follows:

Place of
incorporation

S AR 3L 1t B

Issued and paid
up capital
ERITRHERAR

Groovio Company Hong Kong 400,000 ordinary shares
Limited aBE of US$1 each
400,000l S I EE
1RTTH AR

The following table shows, in aggregate, the Group’s share of the
amount of Groovio Company Limited that are accounted for using
the equity method.

At 31 December: R+=—A=+—8:
Carrying amounts of interests R REE

24, N—ERELENRE (E)

RZZE—+F+A=+—HAEENE
BRENFBLT

Percentage of Principal
ownership interest activities
LHEERERASL EEXK
2017 2016
—E-tF —T-AF
50% 50% Inactive
BEEG

TRINTAEEAE XD ERESEARS
Groovio Company Limited B3R 18 o

2017 2016
—E—tF —TRE
HK$'000

THET

HK$°000
TR

Year ended 31 December:

BEt+t-A=1+—-RLEE:

Loss after tax BTz E1E 1) @)
Other comprehensive income Hiap 2wk - -
Total comprehensive income SENEEEE 1) @)

The Group has discontinued the recognition of its share of losses of
a joint venture, Groovio Company Limited, because the share of
losses of joint venture exceeds the Group’s interest in the joint
venture and the Group has no obligation to take up further losses.
The amounts of the Group’s unrecognised share of losses of this
joint venture for the current year and cumulatively were HK$1,000
(2016: HK$7,000) and HK$560,000 (2016: HK$559,000),
respectively.

China Healthcare Enterprise Group Limited ZEE R EE¥%EE R AT

AEFBERIERESH—HEEE
Groovio Company Limited &8 - TR 914
ZAEETEFBBERRNAEERZAELE
AR MASEWES TAEEESIE -
RAFE  NEBVABRDGZAEED
¥5B MEBESES R A1L000E (=
T —/R%F : 7,000 7T) K 560,000 7T (=
Z—7X%F 1 559,000/87T) °
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25.

26.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

BAES  BATE
BB LD

Equity securities, at fair value
Listed in Hong Kong

25. AIHEESRmEE

2016
—E—t5F —ET—F
HK$'000
FHET

HK$°000
TR

11,958 130,224

11,958 130,224

The fair values of available-for-sale financial assets are based on
quoted closing prices at the end of the reporting period. All
available-for-sale financial assets are denominated in Hong Kong
dollars.

During the year, a gross loss in respect of the Group’s available-for-
sale investments recognised in other comprehensive income
amounted to HK$40,427,000 (2016: HK$33,657,000), of which
HK$20,339,000 (2016: Nil) was reclassified from other
comprehensive income to profit or loss for the year upon disposal.

During both years, there was a significant decline in the market
value of a listed equity investment. The Directors consider that such
a decline indicates that the listed equity investment has been
impaired and an impairment loss of HK$28,145,000 (2016:
HK$25,600,000), which previously recognised in other

AP ESREE A FEIRERSH
RZFRKTEME - 2l HHESH
BES L/\/%TEE-I—TE

FRN - REME2ERSERNANEE#
HEREEIBE 40,427,000 T (ZF—X
£ 1 33,657,000/ 7T ) + E H20,339,000%8
T(ZE—RF E)EREEEREME
AR EFHEEFEIB -

REZEFERN ERAFEENTEKNR
TR - EERABEBKBER ETRAR
BEEHERE MR EteEkasiE
RHR{EE1828,145,0008 T (=% %\E :
25,600,000 8 L) R AN FEEFHEEE

comprehensive income are reclassified to profit or loss in this year. e

INVENTORIES FE
2017 2016
—E—+tF —EAF
HK$°000 HK$ 000
FHR FAT
Food and beverage B 334 -
Raw materials R 40,981 33,740
Work in progress RS 16,782 19,458
Finished goods SR ah 19,748 41,619
Goods in transit EEE R 7,319 6,048
85,164 100,865
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27. TRADE RECEIVABLES AND RECEIVABLES FOR 27. BRWESEFLERMBAELE IE
WsKIA

FACTORING BUSINESS

2017 2016
—E—+F ZE-RE
HK$°000 HK$'000
THET FET
Trade receivables FEUNE 5 BR K 119,633 122,639
Allowance for trade receivables FEUNE 5 B8R s (2,827) (5,197)
() 116,806 117,442
Receivables for factoring business HARBLBE 2 IR ) - 14,551
116,806 131,993
() The Group’s trading terms with customers are mainly on (i) AEBREFZFETEHUEEHFNETE

EoZEH BN TI0KXKER0K -
BEEFYEEREERE - HEF
—MATBN A - AEER Y H R
H&z@ﬁguﬂz AIEZEH’D??J%E"%’L o BEF

credit. The credit terms generally range from 30 to 120 days.
Each customer has a maximum credit limit. For new
customers, payment in advance is normally required. The
Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by the
directors.

REFEH M RUE 5 R GRER B

The aging analysis of trade receivables, based on the invoice

date, and net of allowance, is as follows: B REOT -
2017 2016
—E—+tF =T — N
HK$°000 HK$'000
TERT FET
0 to 90 days 0ZE 90K 104,863 109,777
91 to 180 days 91E 180 X 10,469 4,426
181 to 365 days 1812 365K 816 682
Over 365 days 365 KA 658 2,557
116,806 117,442
Reconciliation of allowance for trade receivables: FEWE 5 R BEEREINNT
2017 2016
—E—tF —B—RF
HK$°000 HK$'000
TExT FET
At 1 January w—HA—H 5,197 4,614
Allowance for the year FEBE 2,827 583
Bad debts written off AR (5,197) -
At 31 December R+-—A=+—H 2,827 5,197
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27. TRADE RECEIVABLES AND RECEIVABLES FOR
FACTORING BUSINESS (Continued)

®

(Continued)

The individually impaired trade receivables relate to customers
that were in financial difficulties or were in default in payments
and the receivables are not expected to be recovered.

As of 31 December 2017, trade receivables of approximately
HK$21,004,000 (2016: HK$20,303,000) were past due but not
impaired. These relate to a number of independent customers
for whom there is no recent history of default. An aging
analysis of these trade receivables is as follows:

FEN B B IR B AR % 2 e

YekoE ()
a (&

1) 1 M B2 55 i s £ o e 7 745 R
HIEREENRZETL REHEX

W el IR AR

BHEZZ—+tH+=-A=+—8 &
W& 5 B8R 3 #921,004,0008 L (==
— 754 120,303,000 7T ) 2@ HIE
WARBE - SR E SRR H
BHERTHENZEBELEEEH - 1t
LRWE SRFRRSITIT

2017 2016

—E—tfF —TRE

HK$’000 HK$'000

THET FETT

Up to 3 months T2 3{EA 15,799 17,003
Over 3 months 3EA M E 5,205 3,300
21,004 20,303

The carrying amounts of the Group’s trade receivables are
denominated in the following currencies:

AER B BB B RR R 2 AR TE B R DA

TEEEE -

2017 2016
—E—tF

HK$°000 HK$'000

FHT FH&TT

usD e 110,235 114,893
HKD BT 947 26
RMB AR 5,624 2,519
Others Hib - 4
Total A& 116,806 117,442
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27. TRADE RECEIVABLES AND RECEIVABLES FOR
FACTORING BUSINESS (Continued)

(i)

Receivables for factoring business

In 2016, all receivables for factoring business were repayable
within one year and denominated in RMB. The Group has a
credit risk assessment team to approve the maximum limit of
factoring facility granted to each customer. The Group also
strictly monitor the interest repayment and credit quality of
the receivables until maturity. There was no overdue
receivables as at 2016. No impairment allowance is necessary
in respect of these receivables as there has not been a
significant change in credit quality.

In 2017, the factoring business was disposed. (note 40(c))

28. PREPAYMENTS, DEPOSITS, OTHER RECEIVABLES AND
OTHER ASSETS

27. EWE FEES

AN ARRBETS 2 R

YekoE ()
(i) FRREBUBER 2 BRK
R-F—RF FEREGBEBEEE

28. FEAE

WRIBAR —F NEE RIAARE
B AEEELF —ZEERRTEE
BB EREEPELRRRAN SR
SMREE o ANEE PR R R GRIE
MAHEEEREELGEEZIH - R
TE-RNFWEAHERTZE - AR
EEEESWEFESTAEY  HWHE
BhiE L FEWGRIB/E LR E B o

R-E—tF  BRMEBEKCH
%(WFMO(@)

KIE - 1RE - H A REUGRIAE K

Hp&EE

2017 2016

ZE—tF N

HK$’000 HK$'000

FHBxT F&T

Prepayments TR RRIE 12,347 5,853
Prepaid consultancy fee TEfTEEE & 13,500 -
Prepaid lease payments TENEEFE 607 615
Deposits o 4,770 3,864
Refundable deposit (note (i) AEREIET & (KaE () - 140,000
Purchase deposits BEES 16,527 1,587
Other assets — consumables HMEE — BHifEm 5,606 -
Other receivables H U IR 2,373 2,964
55,730 154,883

Note :

O]

The Group entered into a memorandum of understanding on 22 June 2016 for
acquisition of a target group from a vendor. The Group paid a refundable
deposit of HK$140 million as earnest money to the vendor. Share of certain
target group companies were charged in favour of the Company as collateral to
secure the repayment obligation of the refundable deposit. The deposit was fully
refunded on 4 January 2017.

China Healthcare Enterprise Group Limited ZEE R EE¥%EE R AT

et

0]

RZE—ARFAAZTZH  AEERA—EE
77 UeHE B IR BT —HR R AR o AEER
B 7 X ATREET £140,000,000 B TERHE
o BTEREELRANRHHERTARE
FERRBEEREMREFTSHEM - FI2ERZ
Z—+F-ANBEBERE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

29. LOANS TO EMPLOYEE AND OTHER PARTIES 29. MEEBREMALTER
Loans to employee and other parties represent loans advanced to MEEREMATEFEREE REME
employee and other independent third parties detailed as follows: NEZAFBNNER  FBWOT -
Principal Accrued
balance at interest as at
31 December 31 December Balance at
Terms of loan 2017 Total 1 January 2017
EXRBEX z R-B—tf R-E—t#&
t=A=+-H —-A-H
2EAE it 2H#
HK$’000 HK$’000 HK$’000 HK$’000
T TR TR FH7
Mr. Lee Wai Hung Lawrence Unsecured, interest free 2,188 - 2,188 -
(Pride Review Group’s and repayable on demand
director) EHA - REREEREER
TEBEE
(Pride Review £EEIf)E =)
Teamway International Unsecured, repayable within one 28,000 1,748 29,748 -
Group Holdings Limited year and bears interest 8% p.a. (note)
mEA - ER-EREER (Hiit)
TREF|E 8% E,
Mr. Jiang Jian Hui Unsecured, repayable within one 30,000 945 30,945 -
ZEBEE year and bears interest of 10% p.a. (note)
EBEA - ER-FEREER (Hrit)
REFIEI0%F L
Mr. Choy Shiu Tim Unsecured, repayable within one 30,000 937 30,937 -
BANEE year and bears interest of 10% p.a. (note)
BER AR -FREER (Hizt)
BREFEI0%TE
=58 Unsecured, repayable within 1,175 - 1,175 -
one year and bears fixed interest
of RMB20,000

BEW AR-FREER
WEREE 7S AR 20,0007

91,363 3,630 94,993 -

Note: These loans principals and interests were fully repaid after the reporting Wiat . ZEERASBRAENHREHETEEER
period.
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30. PLEDGED BANK DEPOSITS AND BANK AND CASH 30. ERMRITHER KRBT MR AR
BALANCES
(i) Pledged bank deposits represented deposits to secure () DEBRITEXIEEBEL SR
banking facilities such as corporate credit card and general TRE(MATEREM—RIETE
bank account services. ERE) o
(ii) The followings are bank and cash balances details: (i) RITRBRSEHFBOT
2017 2016
—E—tHF —T—RF
HK$’000 HK$ 000
THET T T
Cash on hand EFHE 160 109
Cash in transit HERES 80 65
Fixed deposits TFHITER 120,125 -
Cash at bank RITIRE 359,014 208,052
Cash and cash equivalents in the RFARERERNES R
consolidated statement of cash flows HEEEY 479,379 208,226
Cash in margin account of a brokerage —IKLITRESEFZIRE
firm (note 44) (Kiat44) - 67
479,379 208,293
(iii) The pledged bank deposits and bank and cash balances of the (iii) XEBEEFRRTHERLBITEIRS
Group are denominated in the following currencies: ERTHIRLA T BEEETHE ¢
2017 2016
—E—+5F —E—REF
HK$’000 HK$'000
FHET T T
usD ETT 149,673 118,568
HKD BT 307,011 70,903
RMB AR 24,452 18,647
Euro (“EUR") BT (Tt l) 92 69
Others HAh 1 106
481,229 208,293
As at 31 December 2017, the bank balances of the Group RZE—tF+=-A=+—8 %%
denominated in RMB and deposited with banks in the PRC BRI E A TIAAREERTF
were amounted to approximately HK$24,120,000 (2016: P R B B9 $R 17 45 82 A 49 24,120,000
HK$18,333,000) was kept in banks in the PRC. Conversion of T ( = T — X £ 1 18.333,000
RMB into foreign currencies is subject to the PRC’s Foreign T) o A RME B 4 A SN B ok B A1
Exchange Control Regulations and Administration of FE I ] R B TE - B R N E S
Settlement, Sale and Payment of Foreign Exchange R # IR -
Regulations.
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31.

TRADE PAYABLES

The aging analysis of trade payables, based on invoice date, is as

follows:

Eﬁﬁﬂ#ﬁ&% |§ﬁ nf

For the year ended 31 December 2017 #Z - =F

—tFFZA=1—HILFE

FERTE Z IR

AEBEZERAMAENRNE SRR
BREGDATANT

2017 2016

—E—+tF — N

HK$°000 HK$'000

TExT TABTT

0 to 90 days 0& 90K 73,028 78,605
91 to 180 days 91E180 kX 568 1,360
181 to 365 days 181 % 365K 354 711
Over 365 days 365 KA 879 776
74,829 81,452

The carrying amounts of the Group’s trade payables are

denominated in the following currencies:

AEBERENESERZEAAETAUTE
WA -

2017 2016
—E—+F —E—RF

HK$’000 HK$000

FHT FHIT

usD E7T 9,749 9,886
HKD BT 24,890 17,846
RMB AR #E 40,190 53,672
EUR B 7T - 48
Total = 74,829 81,452
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32. ACCRUALS AND OTHER PAYABLES 32. TERREB RN EMERFIE
2017 2016
—E—+tF
HK$°000 HK$'000
FET T T
Accrued salaries TERF & 123,899 104,565
Accrued expenses FEIRRI S 31,944 40,507
Accrued borrowing interests TEREEFIE 3,303 459
Customer deposits and receipts in advance & P4 R¥EWFHIE 7,474 9,897
Other payables H b e 50 2,549 3,644
169,169 159,072
33, AMOUNT DUE FROM/(TO) A RELATED COMPANY, 33 fEU(FERT) —fRE:E AR - —Ff
A JOINT VENTURE, A NON-CONTROLLING BEhHE  —HRBAR—RIET
SHAREHOLDER OF A SUBSIDIARY AND LOANTO A % % SRR IE K [ — A M B A Rl — %
NON-CONTROLLING SHAREHOLDER OF A JEIE I R B X
SUBSIDIARY
(i)  The amount due from/(to) a related company, a joint venture () EY%(ER) —HEBEEAR - —BE
and a non-controlling shareholder of a subsidiary are EER—HWBAR—BIFERR
unsecured, interest-free and have no fixed terms of RAAERELN - 28 BEETER
repayment. HAPR o
(id The loan to a non-controlling shareholder of a subsidiary ()  M—ERBAR—RIFERBREK
which bears interest at 9% p.a., unsecured and repayable on BEFNERI%E  AEEERZE
demand. KIEE -
34. BORROWINGS 4. BE
2017 2016
—E—tF
HK$°000 HK$ 000
FET FETT
Loans from a substantial shareholder — KE—BEBREZER —
Power Port Holdings Limited (nhote (i) Power Port Holdings Limited
(Btat () - 59,712
Loan from a related company (note (i) ke —FEEEXRER (B )) 2,398 -
Loans from a related company (note (i) @ —BEER T ER (K i) 20,741 -
Loan from an independent third party RE—BEILE=FER
(note (iv)) (Bf3E Giv)) 20,000 -
Loans from an independent third party KE—BBILE=FER
(note (v)) (Btat(v)) - 20,000

43,139 79,712

152  China Healthcare Enterprise Group Limited ZEE @ EE X EE AR A 7



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
i\\ﬁ/\ﬁﬁﬂﬂﬁf&%ﬁﬁnf

For the year ended 31 December 2017 #Z - =F

—tFFZA=1—HILFE

34. BORROWINGS (Continued)

Notes:

O]

@D

(i)

@iv)

)

The amounts represented loans from a substantial shareholder of the Company
which is non-interest bearing, unsecured and repayable within one year. The
loans were fully repaid on 10 March 2017.

The amount represented loan from a related company which is non-interest
bearing, unsecured and repayable on demand.

The amounts represented loans from a related company which bear interest at
9% p.a., unsecured and matures on 31 December 2018.

The amount represented loan from an independent third party, which bears
interest at 12% p.a., secured by charges over the shares of the Company’s
subsidiaries (China Khan Limited and Telefield Holdings Limited) and repayable
within one year. At 31 December 2017, the aforementioned subsidiaries held non-
current assets of HK$58,929,000 and current assets of HK$419,478,000.

The amounts represented loans from an independent third party which bears
interest at 18% p.a., unsecured and repayable within one year. The loans were
fully repaid on 10 January 2017.

The average effective interest rates were as follows:

fEE (%)

et -

O BEBAREFAT-RTERENER - HE
B REMBAR — ERIE  HRER =T
—EFZ A+ ABREE -

(ih  ZEEARE—HBEEARMNES - BEH kR

EREE -
(i) ZEEA/RE—HEERRNER - HIRFHNE
9%EtE  EEMAR-_T-NF+_A=1+—

SR

(v) REBEARA—BBIL=FNER  ZEZHZ
i%‘ﬁ?—‘@%%ﬁ% CEAARFMBAR (EBER
A7) K Telefield Holdings Limited) &% 7 1 50 &
REBR—FNEE - R_T—+tF+=A
=+—B tIWBARARKERRDEE
58,929,000 7 7T & 7t B & EE 419,478,000 7 7T ©

V)  ZEBRRKE—ELBUE=TNEFR  ZEF hz

FEMEI8% S - MERRAR—FAEE -
ERER—F—tF-ATAEHHEE -

THERFLOT ;

Non-interest bearing loans from a

substantial shareholder

Interest bearing loans from a related

kA —fHEE

company

Loans from independent third parties

Borrowings are arranged at fixed interest rates or non-interest
bearing thus expose the Group to fair value interest rate risk. Except
for the loans from related companies which are denominated in
RMB, other loans are denominated in HKD.

The directors estimate the fair value of the Group borrowings at 31
December 2017 and 2016 approximate to their carrying amounts.

KB —REIBERRNLSER

PNGIEOES

KEBILE=TTNER

N/A 17.85%
TER

9% -

12% 18%

EEZEEFEFEHRE  EAKEE
¥T RPEMERRE c RAARBENE

RAEFN - RMEFIABTTAHE ©
EEHAARER T EFR-F—
Ft-A=1T—HZzfE? Z’A"Eéﬁiﬁ\,
E{EARE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

35. PRODUCT WARRANTY PROVISIONS 35 EmRARE

The movement in the Group’s product warranty provisions are AEBEMRBEGESHOHTOT
analysed as follows:

2017 2016

—B—tf TN

HK$’000 HK$'000

FET FH&TT

At 1 January n—H—H 3,800 4,298
Provision used [RENEET (3,800) (4,298)

Additional provision REoMNEE 3,336 3,800
At 31 December Rt+=—A=+—H 3,336 3,800
The Group has committed to repurchase its products from or offer EETHHERE TRRREPWEGE &R
replacement of its products to certain distributors when these REBEEMZEDEHERE R E R
distributors receive returned goods from unsatisfied ultimate ER ZBELERBRELSBEBEERES
consumers. Such kind of provision for product warranties are KRBT RER  WITREARE(N

recognised based on past experience of level of repairs and returns, EA) o

discounted to their present value as appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

36. DEFERRED TAX 36. IEIEFHIA
Accelerated tax Intangible  License rights Land and
depreciation assets payable buildings Others Total
MEHERE BVEE  BIEEAR IHREF Hih &;
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT TAL FAL TAL TAL BT
At 1 January 2016 WZE-—7F-A-H (1,889) (2.322) 9,785 (3.819) 4261 6,016
Credit/(charge) toprofitor R RZEDFIA
loss for the year %/ (xih)
—origination and reversalof  — BB EEES
temporary differences LE[G 1,879 452 467 - (601) 2,197
— renegotiation of terms of  — EFTERE AR
intangible assets usage EEFRER - 1870 (8,085) - - (6,215)
Credit to other comprehensive & E 2 F izt
income for the year 5l B - - - 66 - 66

At 31 December 2016 and RZE-RE

1 January 2017 +ZA=+-Hk
“Z-+5-f-H (10) - 2,167 (3,753) 3,660 2,064
Disposal of a subsidiary NG
(note 40()) (it4o0r) - - - - (86) (86)
Credit/(charge) to profitor — EEBETFIAE
loss for the year %/ (EH)
—origination and reversal of  — ER EEEH
temporary differences R 10 - (1,065) - (2,644) (3,699)
Charge to other comprehensive  FEE B H MR A
income for the year ER - - - (445) - (445)
At 31 December 2017 RIE-+F
+-A=t-H - - 1,102 (4,198) 930 (2,166)

Annual Report &3 2017

155



156

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

36. DEFERRED TAX (Continued)

The following is the analysis of the deferred tax balances for
consolidated statement of financial position purposes:

36. EIEFIE(E)

AT Rshar e BN R R IR IR 45 64
oA

2017 2016

—E—+F T — N

HK$’000 HK$'000

FHExT FH&TT

Deferred tax assets EERIRE E 2,032 5,827
Deferred tax liabilities RERIBAE (4,198) (3,763)
(2,166) 2,064

At the end of the reporting period, the Group has unused tax losses
of approximately HK$19.5 million (2016: HK$18.6 million) available
for offset against future profits. No deferred tax asset in relation to
unused tax losses has been recognised due to the unpredictability of
future profit streams. Included in unrecognised tax losses are losses
of approximately HK$2.8 million (2016: HK$0.5 million) that will
expire before 2021. Other tax losses may be carried forward
indefinitely.

Temporary differences arising in connection with interests in
subsidiaries are insignificant.
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RBEHK 2EEHESASAKRE
/&5 18 %) /19,500,000 7T( =& — /N F ¢
18,600,000/ 7T) + °] AR 0K 2K & F) o
FR A AR B8 TR AR A s A1) 2RO - Bl i g 3R
EHRADAREBENECHEBEEE - X
ERHEEEBEEER S —Fafan
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

37.

SHARE CAPITAL 37. B

2017
—E—tF

Number of
shares

e

Authorised: EE

Ordinary shares of HK$0.001 each  SREE0.00ET LBR
(At 1 January 2016: HK$0.01) (ZE-R"E-F—H:008T)

Amount
S8
HK$°000

TER

2016
ZERF
Number of
shares Amount
e ik
HK$000

TAET

At the beginning of the year REH 1,500,000,000,000 1,500,000 10,000,000,000 100,000
Increase in authorised share capital JEEBRAEN (H5E ()
(note (1)) - - 140,000,000,000 1,400,000
Increase upon share subdivision — RRTFAELN(HE ()
(note (1)) - - 1,350,000,000,000 -
1,500,000,000,000 1,500,000  1,500,000,000,000 1,500,000
Issued and fully paid: BRTRAR:
Ordinary shares of HK$0.001 each  BREE0.00ETLERER
(At 1 January 2016: HK$0.01) (ZE-AE—F—B:001%T)
At the beginning of the year RE] 4,955,311,400 4,955 495,531,140 4955
Shares issued upon subscription  RREERTRG (HE )
(note (i) 990,000,000 990 - -
Increase upon share subdivision — REOFAEEN (A 0)
(note (1)) - - 4,459,780,260 -
5,945,311,400 5,945 4,955,311,400 4,955
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For the year ended 31 December 2017 #Z - =F

EELE EdE:

—tFFZA=1—HILFE

37. SHARE CAPITAL (Continued)

Note:

O] On 31 March 2016, the shareholders of the Company passed an ordinary
resolution to approve the increase of the authorised share capital of the
Company from 10,000,000,000 shares to 150,000,000,000 shares and the
subdivision of each of the existing issued and unissued shares of HK$0.01 each
in the capital of the Company into 10 subdivided shares of HK$0.001 each with
effect from 1 April 2016.

Allissued shares rank pari passu in all respects with each other.

(i On 13 October 2017, the Company entered into subscription agreement with an
independent subscriber Keywan Global Limited in respect of a total of
990,000,000 new shares of the Company to be allotted and issued at HK$0.3
per new share. The subscription was completed on 1 November 2017.

The Group’s objectives when managing capital are to safeguard the
Group’s ability to continue as a going concern and to maximise the
return to the shareholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
from prior year.

The Group sets the amount of capital in proportion to risk. The
Group manages the capital structure and makes adjustments to it in
the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the payment of
dividends, issue new shares, buy-back shares, raise new debts,
redeem existing debts or sell assets to reduce debts.

The Group monitors capital on the basis of the debt-to-adjusted
capital ratio. This ratio is calculated as total debt divided by adjusted
capital. Total debt comprises borrowings (except for bank
overdrafts). Adjusted capital comprises all components of equity (i.e.
share capital, retained profits/accumulated losses and other
reserves) except for non-controlling interests.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2017 #Z - =F

37.

A B mRRM

% N

—tFFZA=1—HILFE

SHARE CAPITAL (Continued)

During 2017, the Group’s strategy, which was unchanged from 2016,
was to maintain the debt-to-adjusted capital ratio at reasonable
level. The debt-to-adjusted capital ratios at 31 December 2017 and at
31 December 2016 were as follows:

37.

ENCY
R-T—LF AREZRBA-T—X
FUMED)  REEHHEBEERLE

HIHNEBAKFE -R-_ZTE—+EF+ A
=+ —AERZE-RF+ZA=+—HH

BEBHERABRERLZMT

2017 2016

—F—tF —T—REF

HK$°000 HK$'000

TET TET

Total debt rafE 43,139 79,712

Adjusted capital EREER 654,545 474,847

Debt-to-adjusted capital ratio B ERARA AR L X 6.6% 16.8%
The decrease in the debt-to-adjusted capital ratio during 2017 RZZT—+F EEHEARERLEE

resulted primarily from decrease of borrowings and share
subscription during the year.

The only externally imposed capital requirement for the Group to
maintain its listing status on the Main Board of Stock Exchange is
that is has to have a public float of at least 25% of the shares. Based
on the information that is publicly available to the Group and within
the knowledge of the Directors, the Group has maintained sufficient
public float throughout the year ended 31 December 2017 as
required under the Listing Rules of the Stock Exchange.

PR - TEHRFREE KRB RBER

REBE DR BN OB S P E R Lt
M —AETHINRERRER A RFFIR
ETMER25% - REANKERMBHARE
MERBEEMMA RBE-T—tF+=
A=+—HLFE AEE-BHAEFBER
P EMRRIFTREN RARRIFHRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

38. STATEMENT OF FINANCIAL POSITION AND RESERVE 38. ARBIZHBIRRK K EE

MOVEMENT OF THE COMPANY
(a) Statement of financial position of the Company (@) ARBZHMBMRRE
2017 2016
—E—+F ZE—RF
HK$’000 HK$'000
FET FETT
ASSETS BE
Non-current assets kRBEE
Property, plant and equipment M - R NE&E 380 86
Investments in subsidiaries REB R RIMIRE 23 57,854 6
58,234 92
Current assets REBEE
Amounts due from subsidiaries FEUSHI B A B IE 7,973 187,121
Prepayments, deposits, other TENRIE - &e - B
receivables and other assets FERGRIE R At EE 28,675 3,298
Loans to other parties mEMALTER 91,630 -
Available-for-sale financial assets At HHE S REE 11,958 130,224
Pledged bank deposit BEFIRITFER 1,250 -
Bank and cash balances RITRIRE 45 254,611 25,160
Total current assets REBEEHAE 396,097 345,803
Total assets EEHE 454,331 345,895
EQUITY AND LIABILITIES ERRkEE
Equity attributable to owners RAREE AEMLER
of the Company
Share capital A A 5,945 4,955
Reserves 1 38(b) 419,641 256,964
Total equity EREE 425,586 261,919
Current liabilities REBAE
Accruals and other payables TERB R & E M EMN IR 5,795 4,264
Amounts due to subsidiaries JER N B A R F0R 2,950 -
Borrowings =3} 20,000 79,712
Total current liabilities REBaEAE 28,745 83,976
Total equity and liabilities ERRABEEE 454,331 345,895
Approved by the Board of Directors on 28 March 2018 and are BFEgR T/ \F=ZA=-+N\Hit
signed on its behalf by: B TIALTRAERSE
Gong Shaoxiang Lee Chi Hwa Joshua
#ZOH THE
Director Director
E2 EFE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

38. STATEMENT OF FINANCIAL POSITION AND RESERVE 38.

MOVEMENT OF THE COMPANY (Continued)

(b) Reserve movement of the Company

AN 2 BTSRRI 1

(

&)

(b) RRBZFHEEH

Retained

Share profits/  Investment
premium Merger (accumulated  revaluation Capital
account reserve losses) reserve  contribution
REERN/
RABER AiRE  (BHFR) REERRE ERHE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL TATL THEL ; ;i
At 1 January 2016 \ZE-—"E—f-H 307,740 3171 47106 - - 358,017
Total comprehensive income FETANGESR
for the year - - (104,276) (8,057) - (112,333)
Capital contribution BRLE - - - - 11,280 11280
At 31 December 2016 RZZ-—R"E+-A=t-H 307,740 3171 (57,170 (8,057) 11,280 256,964
At 1 January 2017 WZE—+F-A-H 307,740 3171 (57,170) (8,057) 11,280 256,964
Total comprehensive income FEPENGLE
for the year - - (141,390) 8,057 - (133,333)
Shares issued upon RABEBITRG
subscription (note 37i) (M 370) 296,010 - - - - 296,010
At 31 December 2017 RZE—+F+ZA=+-H 603,750 3171 (198,560) - 11,280 419,641
39. RESERVES 39.
(a) Group (@) A*&KHE
The amounts of the Group’s reserves and movements therein AEBHEESELEEHNEGEEESR
are presented in the consolidated statement of profit or loss REMEEmWBRER MEAERE SR
and other comprehensive income and consolidated statement REZIE
of changes in equity.
(b) Nature and purpose of reserves (b) FEHEEREN
(i) Share premium account (i) RBEER

Share premium represents the amount of the excess of
issue price of the Company’s shares over its par value.

(i) Mergerreserve

The merger reserve represents the difference between
the nominal value of the shares issued by the Company
in exchange for the nominal value of the share capital of
its subsidiaries arising from the group reorganisation.

Bt s (B R R AR R D #O 3

TEBEHEENTSHE -

(i) EHHRE

EHRERRASESEHELAR
BB 1T B (B DA SR BUEL Bt

BRRBRAEEIER °
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For the year ended 31 December 2017 #Z - =F

—tFFZA=1—HILFE

39. RESERVES (Continued)

(b) Nature and purpose of reserves (Continued)

(iii)

(iv)

)

(vi)

(vii)

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of the financial statements of foreign operations. The
reserve is dealt with in accordance with the accounting
policies set out in note 4(d)(iii) to the consolidated
financial statements.

Property revaluation reserve

The property revaluation reserve has been set up and is
dealt with in accordance with the accounting policies
adopted for land and buildings in note 4(e) to the
consolidated financial statements.

Contributed surplus

The contributed surplus of the Group represents the
difference between the nominal value of shares of the
subsidiaries acquired pursuant to a group reorganisation
n 1997, over the nominal value of shares of Telefield
Holdings Limited issued in exchange therefor.

Statutory reserve

The statutory reserve, which is non-distributable, is
appropriated from the profit after taxation of the
Group’s PRC subsidiaries under the applicable laws and
regulations in the PRC.

Capital reserve

The capital reserve represents gains/losses directly
reflect in equity resulted from change of equity interests
in subsidiaries without change of control.

(viii) Investment revaluation reserve

(ix)

The investment revaluation reserve comprises the
cumulative net change in the fair value of available-for-
sale financial assets held at the end of the reporting
period and is dealt with in accordance with the
accounting policy in note 4(l)(iv) to the consolidated
financial statements

Capital contribution

The amount represents the difference between inception
fair value and proceeds of non-interest bearing loan
from shareholder, which regarded as capital
contribution.
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(b) FEEMEERENE)

(iiii)

(iv)

W)

(vi)

(vii)

(viii)

(ix)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS

(a) Acquisition of subsidiaries — Pride Review Group

On 14 July 2017, the Group entered into sale and purchase
agreement to acquire 100% equity interest in Pride Review
Limited and is subsidiaries (the “Pride Review Group”), which
was engaged in provision of catering service from an
independent third party at a total consideration of
HK$30,000,000. The acquisition was completed on 17 July
2017. The acquisition is for the purpose of widening the source
of income of the Group and risk diversification.

The fair value of the identifiable assets and liabilities of Pride
Review Group acquired as at the date of acquisition are as
follows:

BangRMaE

(a) WEBHIE 3 — Pride Review &

RZZ—tFEA+HA - AEHH
B E=TF] v B E s LAY Pride
Review Limited % H [} B 2 &) (4 78
[Pride Review 5@ ]) 2 2 Zpf%4E - &
MERBREARLE LRE
30,000,000 7T « WHEEEE R

—tFtA+EEEK - WEEET
BREREERNRARERSBURE

AU EE B HA BT KBS 2 Pride Review &
BeAEpEERBECAFEN
T

HK$'000
TAT

Net assets acquired: Bk % & B2 5 58
Property, plant and equipment Y - BB MR AR 1,564
Inventories FE 277
Trade receivables JEUE ZERK 3,230
Prepayments, deposits and other receivables AR -~ e M EMmEREIE 2,413
Current tax assets BIHARR IR & B 77
Bank and cash balances RITRIRE 4 5,739
Trade payables JERE SERK (56)
Accruals and other payables TEHR B A N E A B R (530)
Current tax liabilities BIEARIE B & (1,528)
11,186
Goodwill (note 21) BEIC YD) 18,814
30,000
Satisfied by: B
Cash consideration HeRE 30,000
Net cash outflow arising on acquisition WEEEA IR M FRE
Cash consideration paid BENRERE (30,000)
Cash and cash equivalents acquired g2 B e MRS EEY 5,739
(24,261)
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For the year ended 31 December 2017 #Z - =F

EELE EdE:

—tFFZA=1—HILFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)

(a) Acquisition of subsidiaries — Pride Review Group

(Continued)

The fair value of trade receivables approximate their carrying
amounts. The gross amount due under the contracts is
HK$3,230,000,0f which none is expected to be uncollectable.

Acquisition-related costs of HK$218,000 have been charged
to administrative expenses in the consolidated income
statement for the year ended 31 December 2017.

The goodwill arising on the acquisition is attributable to the
anticipated future operating synergies from the combination.

The Pride Review Group contributed approximately
HK$6,617,000 and HK$228,000 to the Group’s revenue and
loss for the year respectively for the period between the date
of acquisition and the end of the reporting period.

If the acquisition had been completed on 1 January 2017, the
Group’s revenue for the year and loss for the year would have
been approximately HK$670,004,000 and HK$131,749,000
respectively. The proforma information is for illustrative
purposes only and is not necessarily an indication of the
revenue and results of operations of the Group that actually
would have been achieved had the acquisition been
completed on 1January 2017, nor is intended to be a projection
of future results.
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For the year ended 31 December 2017 #Z - =F

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH  40.

FLOWS (Continued)

—tFFZA=1—HILFE

RIN=pi)

TREXRMWE(E)

(b) Acquisition of a subsidiary — Guoyi

On 18 July 2017, the Group entered into sale and purchase
agreement to acquire 51% of equity interest in Guoyi which
was engaged in trading and selling of medical equipments
from Anhui Huayuan Pharmaceutical Company Limited
("Anhui Huayuan”), a company which was indirectly wholly-
owned by a substantial shareholder of the Company, at a total
consideration of RMB1. The acquisition was completed on 4
August 2017. The acquisition is for the purpose of shifting the
Group’s business focus on the medical and healthcare industry
in the PRC.

The fair value of the identifiable assets and liabilities of Guoyi
acquired as at the date of acquisition are as follows:

(b) WEKHEAR — B
R-ZF—tFtA+N\A

P REREET

VEBEBEABARAR—BEERRE
MEE2ERENARTHEREER
MNBERAE ([ZEER] KBRS
BEXRBEEHREENRTIRIEZ 5%
e BREBARBIL - WHEE
BER-ZZE—tFEN\AMATEK - I
BEENABAEBNERERER

REIH) B ERIETTE ©

R B BTS2 Bt 2 AT R B

ERBBEZRFERT

HK$'000
TAT

Net assets acquired:

PrUEE B EF A

Property, plant and equipment Y - BB MR AR 341
Inventories FE 21
Trade receivables FEWE 5 R 15,276
Prepayment, deposits and other receivables TEfFOE - ?ﬁ%&ﬁ{ﬁﬁgﬂﬂlm 6,659
Amount due from a related company FEU — R BEE R B FUB 1,059
Loan to non-controlling shareholder BE:22 Hxﬂx?ffm 116
Bank and cash balances IRITRIR &% 3,466
Accruals and other payables TEIRE A R E AR IR (1,520)
Borrowings BE (20,081)
Current tax payables A BN ERR 18 (721)
4,616
Non-controlling interests FEFE AR AE = (2,262)
2,354
Gain on bargain purchase from business KB EGEHREBERE W
combination (note 10) (Hiz10) (2,354)
Satisfied by: EHAR
Cash consideration RERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 40, 448 B4a ns XM (8)
FLOWS (Continued)

(b) Acquisition of a subsidiary — Guoyi (Continued) (b) WEKEBAT — %A (E)

HK$'000
TAT

W EERMIRERA SR
BENRERE _
FrikEE 2R MR EEY 3,466

Net cash inflow arising on acquisition:
Cash consideration paid
Cash and cash equivalents acquired

3,466

The fair value of trade receivables, amount due from a related
party and loan to a non-controlling shareholder approximate
their carrying amounts. The gross amounts due under the
contracts is HK$16,451,000,0f which none is expected to be
uncollectable.

Acquisition-related costs of approximately HK$225,000 have
been charged to administrative expenses in the consolidated
income statement for the year ended 31 December 2017.

The Group recognised a gain on bargain purchase of
HK$2,354,000 in the business combination. The gain is
included in other income.

The gain on bargain purchase is mainly attributable to the
immediate exit opportunity offered to Anhui Huayuan.

Guoyi contributed approximately HK$7,157,000 and
HK$2,557,000 to the Group’s revenue and loss for the year
respectively for period between the date of acquisition and
the end of the reporting period.

If the acquisition had been completed on 1 January 2017, the
Group’s revenue for the year and loss for the year would have
been approximately HK$677,520,000 and HK$124,440,000
respectively. The proforma information is for illustrative
purposes only and is not necessarily an indication of the
revenue and results of operations of the Group that actually
would have been achieved had the acquisition been
completed on 1January 2017, nor is intended to be a projection
of future results.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)

(c) Disposal of Pacific Time Holdings Limited and its
subsidiaries: China Finance Service Limited, Z KX &1
ECRINERL2AE, EXREBREERECRI) BRAT
and FIN P RESLEREESEEFTR QA
(collectively, the “Pacific Time Group”)

On 7 April 2017, the Company entered into a sales and
purchase agreement, pursuant to which the Company agreed
to sell the entire issued share capital of Pacific Time Holdings
Limited and the shareholder’s loan to Golden Record Limited,
a company indirectly wholly-owned by a substantial
shareholder of the Company, at a total consideration of
HK$25,000,000. The disposal was completed on 11 April 2017.
Net liabilities at the date of disposal were as follows:

40.

RAEReRERWE(E)

(c) HEPacific Time Holdings

Limited X & Fff & 2 = : China
Finance Service Limited * ZE K&
EHECRY)BRLAA EKE
BREERECRI) BERABDRRE
JFRESABEREESEES
R 5] (£ %[ Pacific Time 5£E )

RZZE—tFWUWAEH  AREIER]
T—HhEBEWmE B ARFRE
# Pacific Time Holdings Limited 8 Ffr
EEBTRARBREERLE FHA
RA—HEEREEEZ2EHEENA
&) Golden Record Limited © £ & A&
25,000,000 7T « HEFHER_F
—tFmMA+—HEK - RHEEBH
ZEEFEAT

HK$'000
TAT

Property, plant and equipment M - BEMEE 70
Bank and cash balances RIT MRS 5 13,142
Receivables for factoring business BRI TS 2 FEGROR 22,105
Prepayments, deposits and other receivables TERFRIE ~ e R EARKEUE 827
Accruals and other payables TEIRE A N B B IR (15,459)
Amount due to the Company JEfF AN A R FRIE (25,023)
Net liabilities disposed of BEHEBEFE (4,338)
Release of foreign currency translation reserve fR A BE 3, (1 (73)
Sales loan HEER 25,023
20,612

Gain on disposal of subsidiaries (note 10) HEWE QR Z W (K:F10) 4,388
Total consideration REBEE 25,000
Consideration satisfied by cash UIRS&EMHRE 25,000

Net cash inflow arising on disposal: AEEEENRESRAFEE

Cash consideration received BUIRER(E 25,000
Cash and cash equivalents disposed of BHEReMREEED (13,142)
11,858
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 40, 448 B4a ns XM (8)

FLOWS (Continued)

(d) Disposal of Bracciano Limited and its subsidiaries: (d) & Bracciano Limited & £ Fft B
Modern Channel Limited and Telefield Medical AF BBERATDRPEEE
Imaging Limited (collectively, the “Bracciano Group”’) X 1& B R A 7 (#: %8 [ Bracciano

s8]
On 23 June 2017, the Group disposed of its equity interests in RZZE—+tFXA-+=H A5£H
the Bracciano Group to Noble Treasure Holdings Limited at a #E M Bracciano S BI M ER EE T
total consideration of HK$500,001. Net assets at the date of HMEERERRAA BRE A

disposal were as follows:

50000187 - RLE Rz AEF
[ERUNNE

HK$'000
TAT

Property, plant and equipment Y - BB MR 286
Inventories 5E 209
Prepayments, deposits and other receivable TERFRIE ~ iR REMEKFUE 224
Bank and cash balances RTINS 45k 4,785
Accrual and other payables TERBRAMEMENFUE (389)
Net assets disposed of BHEEEFE 5115
Non-controlling interests SRS AE 2R 10,104

15,219
Loss on disposal of subsidiaries HEWBRRMEE (14,719)
Total consideration REBEEE 500
Consideration satisfied by cash IR e &N 0RE 500

Net cash outflow arising on disposal:

R EELHIRESRHIFE

Cash consideration received BWEREeRE 500
Cash and cash equivalents disposed of BEHERSMNRESEEY (4,785)
(4,285)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH  40. GA8B e REaX M (8)
FLOWS (Continued)
(e) Disposal of Aiko Products Limited and its subsidiary (e) HEXRNERERLAAREKE

Aiko Beauty (Shenzhen) Limited (“Aiko Group”)

On 28 December 2017, the Group disposed of its 100% equity
interests in Aiko Group to a former manager in EMS segment
Mr. Kwong Wai Kit Tony at a total consideration of
HK$2,000,000. Net assets at the date of disposal were as

follows:

AR EENBECGRIDBRAD

B (M [ XREE))

RoZT—+F+-A=+N\HB  &&E
EERYREENEIESHET
B 1 B3 AR 7% 9 55 A 1 42 FE Kwong
Wai Kit % & + #2X{& 42,000,000 %

T RMERMZEEFEINT

HK$'000
TAT

Property, plant and equipment Y - BB MR 196
Inventories FE 593
Trade receivables JEWE 5 8R 5K 32
Prepayments, deposits and other receivables TERFRIE ~ iR REMEKFUE 870
Bank and cash balances RTINS 45k 1,112
Current tax assets BIHATR IR & B2 617
Trade payables JERE SRR (20)
Accruals and other payables TELR B A N B B 5 (1,058)
Net assets disposed of BHEEEFE 2,342
Release of foreign currency translation reserve R BRI 5 R (356)
1,986

Gain on disposal of subsidiaries (note 10) HEW B RM Y (A:F10) 14
Total consideration REBRE 2,000
Consideration satisfied by cash UIRS&ENORE 2,000

Net cash inflow arising on disposal: AHREEENRESRAFEE

Cash consideration received BWIRER(E 2,000
Cash and cash equivalents disposed of BEHERENREEEY (1.112)
888
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)

(f) Disposal of a subsidiary — Able Trend Technology
Limited (“Able Trend”)

On 30 December 2017, the Group disposed of its 85% equity
interest in Able Trend to Noble Treasure Holdings Limited at a
total consideration HK$1. Net assets at the date of disposal
were as follows:

40.

AR RERWE(E)

H HE-BHNBAR — KEMNRE
BRAF (T&RE])

RZBE—+F+-_A=+H £&£E
1 E P B 3R 1Y 85% 4z [ & T Noble
Treasure Holdings Limited * 2B A&
BT REERHZEEFENT ¢

HK$'000
TAT

Property, plant and equipment W - B N 2
Inventories FE 277
Trade receivables FEWE 5 AR K 6
Bank and cash balances RTS8 775
Accruals and other payables TEHR B A N E A B R (955)
Net assets disposed of BHEEEFE 105
Non-controlling interests of a subsidiary — BB A R I I e 1,107
Loss on disposal of a subsidiary HE B A REIE (1,212)
Total consideration REBERE -
Consideration satisfied by cash AR & SR (E -
Net cash outflow arising on disposal: AHEEERRES R F5E
Cash consideration received BUWEERE -
Cash and cash equivalents disposed of BEHRERERINESEEY (775)
(775)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 40, 4B 4ans XM (8)

FLOWS (Continued)

(9) Disposal of a subsidiary — Sota Acoustics Limited (9) HE—RBHNBAR —HEZTER
(“Sota”) PRATE ([&E])
On 30 December 2017, the Group disposed of its 100% equity R-Z—+F+-_A=1+H ££EE
interests in Sota to Noble Treasure Holdings Limited at a total 4 E R B E A 2 B #E 2 & T Noble
consideration HK$1. Net assets at the date of disposal were as Treasure Holdings Limited * A2 (E &
follows: BT REERHZEEFENT ¢

HK$'000
TAT

Property, plant and equipment WE - BB MR 38
Inventories FE 142
Trade receivables FEWE 5 AR K 579
Bank and cash balances RIT MRS 5 94
Prepayments, deposits and other receivables JENEIE - e REMEWEIE 31
Accruals and other payables TEREBRREMENFUA (370)
Net assets disposed of BHEEEFE 514
Loss on disposal of a subsidiary HE B A REIE (514)
Total consideration REBERE -
Consideration satisfied by cash AR & SR (E -

Net cash outflow arising on disposal:
Cash consideration received
Cash and cash equivalents disposed of

HEEENR SR FE -
BEUREKE -
EHERENRESEFEY 94

(94)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 BlZE = FE—+F+_HA=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 40, 448 B4a ns XM (8)
FLOWS (Continued)

(h) Disposal of a group of subsidiaries: B. Kettner (hy HE—HEMEBLAE @ FEZINM
Products Hong Kong Limited and its subsidiaries tEEERATDRENE LT
Telefield Sales LLC (“B. Kettner Group™) Telefield Sales LLC ([ 2 & i &

=)
On 30 December 2017, the Group disposed of its 100% equity RoZE—+E+-A=+0 K&EH
interests in B. Kettner Group to Noble Treasure Holdings EGENEY I EEN 2 BEFHET
Limited at a total consideration HK$1. Net assets at the date of Noble Treasure Holdings Limited * 42
disposal were as follows: REABBLT - REERHZEEF
(ERUNNE

HK$'000

T

Deferred tax assets (note 36) BEFRIEE = (M iF36) 86

Inventories 5E 3,896

Trade receivables JEUE ZER R 772

Prepayments, deposits and other receivables AR -~ e M EMmEWRFIE 757

Bank and cash balances RTINS 5% 320
Trade payables JETE SRR (29)
Accruals and other payables TELR B A N B B 5 (3,016)

Net assets disposed of BHEEEFE 2,786
Loss on disposal of subsidiaries HEWE AR EIE (2,786)

Total consideration RiBEE -

Consideration satisfied by cash UIRSENHRE -

Net cash outflow arising from disposal: HEEEMNRSRTFRE

Cash consideration received BWIRER(E -
Cash and cash equivalent disposed of BEHERENREEEY (320)
(320)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
ArE SRR I A

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

40. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 40, 4B 4ans XM (8)
FLOWS (Continued)

(i) Deemed disposal of partial interest in a subsidiary (i) REHE—RBEHBLAT 2D
=
On 31 March 2016, the Group disposed of its shares in Modern RIE—RNE=ZA=+—8 x&£E
Channel Limited to Telefield Medical Imaging Limited at a # H M Modern Channel Limited 2 %
consideration of HK$1, such that the Group’s equity interest in 7 B & FTelefield Medical Imaging
Modern Channel Limited decreased from 100% to 55%. The Limited - KEA1ET Bt K&
effect of the disposal is as follows: A Modern Channel Limited 2 % #&
F100% % £ 55% ° HEH R 2T E
R
HK$'000
FHETT
Carrying amount of share of net liabilities disposed of ~ DIEEHEFAE 7 EAE 860
Consideration received BURRE -
Gain on disposal recognised directly in equity EERERERZ LSRG 860
(i) Reconciliation of liabilities arising from financing () REIBHELZEF/YER
activities
The table below details changes in the Group’s liabilities AEERMETEMEE L BENE
arising from financing activities, including both cash and non- 3 PEReRIIERSEE - 255
cash changes. Liabilities arising from financing activities are RTR BB EHEEHNERE /D
those for which cash flows were, or future cash flows will be, REZABBENBRMIAER KA
classified in the Group’s consolidated statement of cash flows SENGERERERTHIEAMNE
as cash flows from financing activities. BB ZIREN
Borrowings
BE
2017
—E—tF
HK$'000
TFETT
At 1 January w—H—H 79,712
Changes from financing cashflows MEBRREE (68,416)
Imputed interest on non-interest bearing loans KE—ZEXERRESERZHENE
from a substantial shareholder 10,288
Acquisition of a subsidiary (note 40(b)) U B — P B A R (A2 40b)) 20,081
Exchange difference PE H A= %8 1,204
At 31 December R+—A=+—H 43,139

Annual Report &3 2017 173



174

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

i\‘/T\

For the year ended 31 December 2017 #Z - =F

41,

EELE EdE:

—tFFZA=1—HILFE

CONTINGENT LIABILITIES

As at 31 December 2016 and 2017, the Group had an outstanding
guarantee (“the Guarantee”) to one of the suppliers of an overseas
subsidiary (“Disposed Subsidiary”), which was disposed on 7
October 2015, for payment in relation to a sum of USD2.6 million
(equivalent to approximately HK$20.3 million) representing a trade
balance under dispute between the Disposed Subsidiary and the
supplier. The supplier subsequently sold the trade balance to a third
party.

During 2017, the Disposed Subsidiary had agreed with the third
party for a final settlement by instalment of USD650,000 (equivalent
to approximately HK$5.1 million). In this regards, as at 31 December
2017, the Group had an outstanding guarantee of the sum ranged
from USD650,000 to USD2.6 million subject to the full payment of
the final settlement effected by the Disposed Subsidiary.

The Disposed Subsidiary had issued counter guarantee to the
Company to indemnify the Company for any loss in relation to the
Guarantee. Apart from the above, the Group and the Company did
not have any significant contingent liabilities.

China Healthcare Enterprise Group Limited £ E @ A ¥ EEER AT

KARIE
R-B-—AFR-Z—tF+-A=+—
a~m%@ﬂam_i—£¢+ﬂtam

EZ2ENBARI(ELERBATLD 2
Er—RmEma RS BR(ZERD
H A B X 42600000% T(HE R L
20,300,000 7T) 2 %38 - I E HEHE
ARRZEEE s FZE S &S - Bk
ERELEESERTE=F -

MNZT—+F- Eﬁ'ﬂﬁ%“ﬂaéﬁ%%:
T EKRETER - 2 B 5650,000 % 7T
(FBE 1 495100,000/87T) - Bt s ©+ B
—tF+-_A=+—8" ~&EEHEE
im R E RS 5N T 650000 T E
2,600,000 7T + RFEHEHBRRER
BHINNSEFMBREME °

EHENB AR RMAR R RER
IRARBRZERZ EABEKRHEE
REE o B EXPTON - REBRAREL
BAMBEARARIE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

% N

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

42.

43.

CAPITAL COMMITMENTS

The Group’s capital commitments at the end of the reporting period
are as follows:

Plant and machinery R K i Es
Contracted but not yet incurred EHEMNEEN-3

B

AEBRRERRNERALENT

2017 2016
—g—tf TN

HK$°000
TR

HK$'000
T

8,182 800

LEASE COMMITMENTS

At 31 December 2017, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

THEAIE

RZE—+F+ZA=+—H ' RETH
B A HEAMNNARFEAERIER
IR

2017 2016

—E—+F —E—RF

HK$°000 HK$'000

FHBxT FET

Within one year —FR 26,643 13,602
In the second to fifth years inclusive F_FEERNF(ERMEREENRN) 24,260 12,241
After five years REFELE 709 -
51,612 25,843

Operating lease payments represent rentals payable by the Group
for certain of its staff quarters, factories and offices. Leases are
negotiated for terms ranged from one to seven years and rentals are
fixed over the lease terms and do not include contingent rentals.

REHEFREAKERETRIRES
BEEBAZENNES  KEFHEEN
BN F—2tF - H2REMAEE T
g2 YTREXAER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A B mRRM

For the year ended 31 December 2017 & —E—+F+_A=+—HIFE

44, RELATED PARTY TRANSACTIONS

In addition to those related party transactions and balances
disclosed elsewhere in the consolidated financial statements, the
Group had the following transactions with its related parties during
the year:

Directors having
beneficial interest

RE-ZTERRESERL
fHEFIE
— Power Port Holdings Limited ~ N/A

Imputed interest on non-interest bearing
loans from a substantial shareholder
— Power Port Holdings Limited

Interest on loans from a related company RE—fRH—RTZRREFN
owned by a substantial shareholder BEATMETHE N/A

Acquisition of a subsidiary from a related party BE—&EEH (H—EZTERE
which is indirectly wholly-owned by BE2ERE) KE—fH

asubstantial shareholder (note 40(b)) (NS EZ)) N/A
Sale proceeds from disposal of Pacific A-BAR(ZAFR—%

Time Group to a company which is TEREEE2ERE)

indirectly wholly-owned by a HE Pacific Time £EMILE

substantial shareholder (note 40(c)) FSBE (W 400) N/A

44, BBERR 5

BEaPBHRREME T RENEETX

PRI AR R P BB A M
e E

REERERN
EEpng 2017
—E-t%
HK$000
S

HK§ 000
T

Ti8R 10,288 59,712
TR 73 -
@R - -
TR 25,000 -

The details of remuneration of key management personnel,
represents the emoluments of directors of the Company paid during
the year and set out in note 15(a).

As at 31 December 2017, the Group has cash and available-for-sale
financial assets deposited with a brokerage firm, which is a related
company of the Group amounting to HK$Nil (2016: HK$67,000) and
HK$11,958,000 (2016: HK$112,224,000), respectively.

As at 31 December 2017, the amount of loans from related companies
which are indirectly and wholly-owned by a substantial shareholder
was approximate HK$23,139,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

i\‘/T\

For the year ended 31 December 2017 #Z - =F

EELE EdE:

—tFFZA=1—HILFE

45. EVENTS AFTER THE REPORTING PERIOD

(a)

(o)

©

Subsequent to the end of reporting period and up to the date
of this annual report, the available-for-sale financial assets that
had been impaired during the year suffered a further decline
of HK$3,670,000 to market value of HK$8,288,000 as
compared to the carrying amount as stated in the statement
of financial position as of 31 December 2017.

On 11 October 2017 and 9 February 2018, the Group entered
into Sales and Purchase Agreement and Supplemental
Agreement with Lanzhou Scisky Investment CMI Holding
Company Limited which is an independent third party of the
Group, to acquire 84.11% of the entire issued capital of the
Target Company with a consideration of approximately
RMB258.9 million (approximately HK$319 million), subject to
the fulfillment of certain conditions precedent. Details of the
Acquisition can be found in the circular of the Company dated
15 February 2018.

The Acquisition was subsequently approved by the
Extraordinary General Meeting of shareholders on 6 March
2018 and has yet to be completed.

Should the Acquisition be completed successfully, the
consideration will be satisfied by the Group’s internal
resources and debt financing. In addition, the Target Company
had capital commitments of approximately RMB278.5 million
(approximately HK$333.9 million) as at 30 September 2017
which were contracted but not provided for acquisition of
property, plant and equipment.

On 9 March 2018, the Group approved the payment of special
bonus of HK$18 million to certain management of EMS
segment.

45,

(a)

()

(©

EHIRETRE

RMERRELEEANFREAL - F
NEREMNITHEESRHEETER
REE_T—tF+ZA=1+—80H
FRARZNREEE PR
3,670,000/8 7L 2= 188,288,000/ 7T ©

RZE—tF+A+—BEZZ—N
FZANB  REBEEMNEERIEE
%%%%ﬁ@ﬁﬂ($%§2%ﬁ%
:EdﬂiEE%%&ﬁE%ﬁ
W%Eﬁ BE%ﬁh$m

1% ﬁFﬁ%AE%%s%owo
(mzwmamo%n> M JE R
BT R IEME - W EIEZ FIB RN
AARHEA-_Z—\F_-_A+HH
B ©

WEEBREEN_—F—/\F=AXA
BERRNBEREFRAS LHE - BN
RFERK

MU EIEA TR - REKHAR
SEHORNEERREBRELN -
oh BEREQARRZZZE—tF N
A=+BRKEDE BRE K&
HBEETHERBENERNEEOA
R # 278,500,000 7t ( 333,900,000
BIT) e

RZZB-—NF=ZANE  REE#E

ETRERBIBETERARX
1ﬁ&mqmo%nm%m EAT o
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FIVE-YEAR FINANCIAL SUMMARY
hFEMBEHE

The consolidated results of the Group for the year ended 31 December AREFEHZE-"ZT—+E+-"A=+—HILEEXN
2017 and the consolidated assets, liabilities and equity of the Group as at A XERAEBRR_Z—+F+_A=+—8
31 December 2017 are those set out in the audited financial statements. NGEEE - BEMESEHNEEZTBIRERNA °

The summary below does not form part of the audited financial WA TNEEE N MK E X SRR I ©

statements.
2017 2016 2015 2014 2013
B+ TR E —Z-1F z “T—=F
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FTHEL FET FTHAL
(restated)
(&E7)
RESULTS ES
Revenue WA 662,208 748749 1008561 1,032,957 1,825,542
Cost of sales SEER A (497,793) (598,835) (796,467) (807,480)  (1,452,278)
Gross profit E5 164,415 149,914 212,094 205,477 373,264
Other income HAlA 19,524 34,419 13,687 15,860 23,872
Selling and distribution expenses HERDHEAY (45,578) (49,943) (55,365) (65,900) (125,547)
Administrative expenses THER (151,934) (131,420) (76,573) (75,303) (153,618)
Other operating expenses Hing &R (94,789) (74,637) (43,729) (35,965) (66,988)
(Loss)/profit from operations =g (FR),/ B8R (108,362) (71,667) 50,114 64,169 50,983
Finance costs BMEMAK (13,049) (4,297) (6,081) (7,456) (13,300)
Share of loss of associates DEEBE R EER - - - - (129
Share of loss of a joint venture PME—RAETEER - - (117) (1,433) -
(Loss)/profit before tax BB (FE) %A (121,411) (75,964) 43,916 55,280 37,554
Income tax expense PSR (9,898) (11,074) (5,549) (8,144) (6,140)

(Loss)/profit for the year from BEREER

continuing operation EE(FR)/H5F (131,309) (87,038) 38,367 47136 31414
Loss for the year from BRIEEEER S

discontinued operations FEER - - (79,432) (89,409) -
(Loss)/profit for the year £ (BR), /B (131,309) (87,038) (41,065) (42,373) 31,414
Attributable to: UT&FELR

Owners of the Company ARAER A (128,428) (82,646) (1,844) 577 28,566

Non-controlling interests FEE R e (2,881) (4,392) (39,221) (42,850) 2,848

(131,309) (87,038) (41,005) (42,273) 31,414
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FIVE-YEAR FINANCIAL SUMMARY
hFEMBEHE

2017
—E—+t&
HK$7000

TR

ASSETS, LIABILITIES AND NON- BE BERFERES
CONTROLLING INTERESTS

2016 2015 2014

—E—RF —ET—HF —T-NF
HK$000 HK$000 HK$'000 HK$000
FAET TAET TBT TAET

(restated)
(& 55)

TOTAL ASSETS EEHBE 960,588 800,284 853,448 1,092,094 1,145,813
TOTAL LIABILITIES BEEE (306,586) (336,647) (305,446) (740,547) (755,423)
NON-CONTROLLING INTERESTS Py £ 543 11,210 5,958 18,209 (12,596)
654,545 474,847 553,960 369,756 377,794
Note: The Group disposed of certain subsidiaries and associates during the year ended 31 Wet . AEERBE-T—AF+-_A=+—RHLFELESR

December 2015. The results of the disposed subsidiaries and associates for the years
presented have been reclassified for separate disclosure as discontinued operations
above while the results for year ended 31 December 2013 has not been reclassified and
represented both the continuing and discontinued operations.
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INFORMATION FOR INVESTORS

REEEM

LISTING INFORMATION

Listing: Hong Kong Stock Exchange
Stock code: 1143
Ticker Symbol
Reuters: 1143.HK
Bloomberg: 1143 HK Equity
KEY DATES
27 January 201

Listed on Hong Kong Stock Exchange

28 March 2018
Announcement of 2017 Annual Results

24 May 2018
Annual General Meeting

REGISTRAR & TRANSFER OFFICES
Principal:

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

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

Hong Kong Branch:

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

WEBSITE

www.chinahealthcare.com.hk
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Royal Bank of Canada Trust Company (Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town
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