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Maintain as the market
leader in the cigarette
packaging printing industry in the
People’s Republic of China
REEAPEARILNE
HEBEERIITERN
T35 5E SR A

Strengthen corporate
governance and
achieve international
environmental standards

Rk ERRES

B AR RIR2E '



—Z—NEFH | Annual Report 2019

CORPORATE INFORMATION AND SHAREHOLDERS' CALENDAR

CORPORATE INFORMATION

Non-executive Chairman

Mr. Chan Chew Keak, Billy

Executive Directors

Mr. Ge Su (Chief Executive Officer)
Mr. Liu Shun Fai

Non-executive Directors

Mr. Jerzy Czubak
Mr. Michael Casamento

Independent Non-executive Directors

Mr. Tay Ah Kee, Keith (resigned with effect from 16 December 2019)
Mr. Au Yeung Tin Wabh, Ellis

Mr. Oh Choon Gan, Eric

Mr. Ching Yu Lung (appointed with effect from 16 March 2020)

Audit Committee

Mr. Au Yeung Tin Wabh, Ellis (Chairman)

Mr. Oh Choon Gan, Eric

Mr. Tay Ah Kee, Keith (resigned with effect from 16 December 2019)
Mr. Ching Yu Lung (appointed with effect from 16 March 2020)

Remuneration Committee

Mr. Au Yeung Tin Wah, Ellis (Chairman)

Mr. Oh Choon Gan, Eric

Mr. Tay Ah Kee, Keith (resigned with effect from 16 December 2019)
Mr. Ching Yu Lung (appointed with effect from 16 March 2020)

Nomination Committee

Mr. Oh Choon Gan, Eric (Chairman)

Mr. Au Yeung Tin Wah, Ellis

Mr. Tay Ah Kee, Keith (resigned with effect from 16 December 2019)
Mr. Ching Yu Lung (appointed with effect from 16 March 2020)

Risk Management Committee

Mr. Jerzy Czubak (Chairman)
Mr. Ge Su
Mr. Liu Shun Fai

NRIER MR B

DEER
FHITER
W AR 52

HITES
BHEE(BEHTE)

FHITES
Jerzy Czubak%t 4
Michael Casamento %t 4

BN EBITES

BB E (RZFE—NF+ A+ NHET)
BRPSREE S E

HEERLE

RINBELE (BT -—FTF= F+NHEZT)

BEREES

BB RERE (ZE)

HEESTE

BEELE (R-F —ﬂ¢+:ﬁ+/—\5/%"'¥65)
RINBEELE (H —F —FF =/ AEZ(T)

yHEES

BSRERE (FE)

HEESLE

BELELE (R-F —szﬁ‘-:ﬁ—ﬁﬁﬂ/%’#”/f)
TRINBEELE (B —F—FF =/ HEZ(T)

REZ8E
HEERE (ER)
BRI R S

BWEELE (R=F —ﬁ¢+:ﬁ+ﬁ5§¥/f)
RINBEEE (B —F—FF =/ HEZ(T)

AREEEES

Jerzy Czubak ¥4 (£ /&)
BFTE




BRRHERREBR AT | AMVIG Holdings Limited

CORPORATE INFORMATION AND SHAREHOLDERS' CALENDAR

ARERRER A

Investment Committee

Mr. Oh Choon Gan, Eric (Chairman)
Mr. Ge Su
Mr. Jerzy Czubak

Corporate Governance Committee

Mr. Oh Choon Gan, Eric (Chairman)

Mr. Au Yeung Tin Wah, Ellis

Mr. Tay Ah Kee, Keith (resigned on 16 December 2019)
Mr. Jerzy Czubak

Company Secretary

Mr. Liu Shun Fai, CPA

Auditor

RSM Hong Kong

Certified Public Accountants

Principal Bankers

Australia and New Zealand Banking Group Limited
Bank SinoPac

Commonwealth Bank of Australia

CTBC Bank Co., Ltd.

Sumitomo Mitsui Banking Corporation

United Overseas Bank Limited

Principal Share Registrar and Transfer Office in Cayman Islands

SMP Partners (Cayman) Limited
3rd Floor, Royal Bank House

24 Shedden Road, George Town
Grand Cayman KY1-1110

Cayman Islands

Branch Share Registrar and Transfer Office in Hong Kong

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

REZRES

HBESLE (FE)
BHLE
Jerzy Czubak¥t4E

TXEREES

HERERE(EE)
BB RELLE

BESE (RZF—NFF+ZATNAFE)

Jerzy CzubaktA

REWE

BrEIBSE - CPA

=D

S R
PR BT

FEERRIT
RITRITREERAA]

B THES S

MBS FBIRTT
FEEFERERRITROER AT
=HERRTT

RERTT

MEHSTERNBFRERHAE

SMP Partners (Cayman) Limited
3rd Floor, Royal Bank House

24 Shedden Road, George Town
Grand Cayman KY1-1110

Cayman Islands

EBERMBPRERZRDE
HIEBEELBRAT

BB

EERNER1835

BRI 5418



—Z—NEFH | Annual Report 2019

CORPORATE INFORMATION AND SHAREHOLDERS" CALENDAR

NEIEH MR A
Registered Office ZMER
Century Yard Century Yard
Cricket Square Cricket Square
Hutchins Drive Hutchins Drive
P.O.Box 2681 GT P.O.Box 2681 GT
George Town George Town
Grand Cayman Grand Cayman
Cayman Islands Cayman Islands
British West Indies British West Indies
Head Office and Principal Place of Business in Hong Kong EREREERTEEEME
Room 601-602, 6th Floor B
COFCO Tower RS 2625
262 Gloucester Road PN
Causeway Bay 61£601-602 %
Hong Kong
Stock Code Bz A 5%

2300 2300




BRRHERREBR AT | AMVIG Holdings Limited

CORPORATE INFORMATION AND SHAREHOLDERS' CALENDAR

NEIER MR B

SHAREHOLDERS' CALENDAR
Register of Shareholders
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Anhui Qiaofeng
Package Printing Co., Ltd.
("Qiaofeng Plant”)
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Cigarette packaging printing plant
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Cigarette packaging printing plant
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Profit Attributable to Owners of the Company Earnings Per Share
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CHAIRMAN'S STATEMENT
EREHmE

Dear Shareholders,

On behalf of the Board (the "Board”) of Directors (the “Directors”), | am
pleased to present to you the annual results of AMVIG Holdings Limited (the
“Company” or "AMVIG", together with its subsidiaries, the "Group”) for the
financial year ended 31 December 2019 (the “Reporting Period").

Sales of cigarettes in China registered growth in 2019, although we saw a
decreasing growth rate in the second half of year when compared to the
first half. Cigarettes sold in volume and value increased by 0.31% and 4.19%,
respectively. The growth was mainly fuelled by the introduction of new
variants of some key brands, replacing the existing variants.

The growth rates, however, were lower in the second half than those of
the first half. Such phenomena became a norm over the recent years as the
growth was managed in the second half so as to make it more sustainable
in the future. In general, it was a year of stable growth for China cigarette
industry.

The Group's turnover showed a slight decrease of 3.8% during the year,
which was mainly due to the impact of currency depreciation of Renminbi
against Hong Kong dollars. On a constant currency basis, turnover increased
by 0.7% when compared to 2018. Turnover increase was, in general, aligned
with that of the market for all of our plants with the exception of our Beijing
Plant, which experienced a temporary drop due to relocation of its factory
premises during the year. As a result of the relocation of both of our Beijing
Plant and Dongguan Plant in the second half of the year, our overall gross
profit rate dropped due to the comparatively high unit fixed costs resulted

from a lower level of production during the relocation process.

The Group's operating expenses were also maintained at a low level.
However, following our acquisition of the remaining 52% equity interests
of Nanjing Plant in the second half of the year, the operating costs went up
slightly. Excluding the operating expenses of our Nanjing Plant in the second
half of the year, operating expenses remained stable despite the inflationary
pressure.

Also included in our results are some one-off items which include some
gains on disposal, relocation expenses, withholding taxes and exchange loss
due to the depreciation of Renminbi against Hong Kong dollars arising from
the Group's Hong Kong dollar borrowings during the year. Reported profit
attributable to shareholders registered an increase of 17.6% when compared
to last year. Excluding the aforementioned one-off items and on a constant
currency basis, underlying net profit attributable to owners of the Company
was HK$350 million, similar to that of last year.

The Board resolved to recommend a final dividend of HK5.4 cents.
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EARNINGS AND DIVIDENDS

For the Reporting Period, the Group’s turnover was HK$2,408 million, a
decrease of 3.8% as compared to last year. Profit attributable to owners of the
Company was HK$313.3 million in 2019, an increase of 17.6% as against that
of last year. Excluding one-off income and expenses, exchange differences
and on a constant currency basis, the Group's net profit attributable to
owners of the Company registered an increase of 1%. Basic earnings per
share were HK33.7 cents representing an increase of 17.4%. The Board
recommended the payment of a final dividend of HK5.4 cents per share.
Together with the interim and special dividends, total dividends of HK17.5
cents per share were recommended for the Reporting Period.

The net cash inflows generated from operating activities for the Reporting
Period was approximately HK$514 million.

OUTLOOK

While we maintain a positive view on the long-term development of the
China tobacco industry and the related packaging business, there are two
major threats lying ahead in the shorter term. Firstly, the full impact of the
outbreak of the coronavirus to our business is not yet known. Although
we do not expect a substantial decline in cigarette demands in China, the
shortage of raw materials and restrictions on movements of goods in China
may impact the production of our customers, which in turn impact our
business. Secondly, Yunnan Province has recently modified its tendering rules
to award to bidders who submitted lower prices. While the volumes of our
plants in Yunnan were not impacted, the tender result will affect the Group’s
margins in the coming year.

Facing these challenges, the Group will continue its cost cutting initiatives,
productivity improvements via further automation of its production lines, as
well as the investments in research and development, which will help our
customers to develop new products for new markets. We expect our Beijing
plant to be fully operational and will contribute fully for the coming year.

Finally, on behalf of the Board, | would like to take this opportunity to extend
my gratitude to our customers, business partners and other stakeholders
for the consistent support and trust in helping our business grow. It is our
mission and commitment to continue to bring in higher returns for our

shareholders in these trying times.

Chan Chew Keak, Billy
Chairman

Hong Kong, 15 May 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

R =R ECIS S

BUSINESS REVIEW

Turnover for the year 2019 was stable, despite the rate of growth slowing
down in the second half due to the disruption caused by the relocation of
our Beijing Plant. Disregarding this factor, the Group's turnover grew in line
with the market. In addition, despite inflationary pressure, costs and expenses
were contained at a low level via a series of cost cutting measures and

productivity improvement initiatives.

During the year, there were a number of one-off items which include gains
on disposal of an associate and a subsidiary, certain expenses in relation
to the relocation of the Beijing Plant and Dongguan Plant, as well as the
exchange loss due to the depreciation of Renminbi against Hong Kong
dollars arising from the Group's borrowings denominated in Hong Kong
dollars. Excluding these one-off items, the profit attributable to owners of the

Company on a constant currency basis was similar to that of last year.

The operational cash flow of the Group continued to be strong and the net

operational cash inflow amounted to HK$514 million.

FINANCIAL REVIEW
Turnover

During the Reporting Period, the Group's turnover slightly decreased by
4% from HK$2,503 million to HK$2,408 million which was mainly due to the
depreciation of Renminbi against Hong Kong dollars. On a constant currency
basis, the turnover would have increased by 1% when compared to last year.
In general, the Group's increase in turnover aligned with that of the market.
However, the relocation of our Beijing Plant had caused temporary disruption

to the operations which has offset the overall growth from operations.

Gross Profit

During the Reporting Period, the overall gross profit margin was 29%,
which decreased by 0.6 percentage point when compared to last year. The
decrease was mainly due to the higher unit fixed costs resulted from the low
utilisation rate of our Beijing Plant during the relocation in the second half of
the year. Excluding the impact of such relocation, the gross profit rate would
have improved due to the general improvement in product mix as high-end

products performed better than the lower-end products.
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Other Income

Other income, comprising mainly interest income and subcontracting fee
income, was HK$52.9 million (2018: HKS57.1 million). The decrease was
mainly due to less government grants being obtained during the Reporting

Period.

Operating Expenses

Operating expenses (including selling and distribution costs and
administrative expenses) increased slightly by HK$5.9 million from HK$263.6
million to HK$269.5 million. The increase was mainly due to consolidation of
the expenses of our Nanjing Plant, which the Group acquired its remaining
52% equity interests in the second half of the year. Excluding the operating
expenses of the Nanjing Plant which amounted to HK$11.8 million, operating
expenses decreased by HK$5.9 million as a result of the management'’s efforts

in containing costs and expenses.

Gains on Disposals

During the Reporting Period, the Group has completed the disposal of its 60%
equity interests in a subsidiary to the other shareholder at a consideration of
RMB72.5 million, which resulted in a one-off gain of HK$19.6 million.

In addition, the acquisition of the remaining 52% equity interests in our
Nanjing Plant at a consideration of RMB75.3 million on 30 July 2019 resulted

in a one-off gain on deemed disposal of HK$35.4 million during the year.

Other Operating Expenses

Other operating expenses in 2019 comprise mainly exchange loss of HK$7.1
million and other one-off expenses related to the relocation of our two
plants, namely the Beijing Plant and the Dongguan Plant, which in aggregate
amounted to HK$24.2 million. On the other hand, included in other operating

expenses in 2018 was an exchange loss of HK$67.2 million.

Finance Costs

Finance costs increased from HK$82.1 million in 2018 to HK$88.4 million for
the Reporting Period primarily due to an increase in market interest rate (i.e.
HIBOR).
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Share of Profits of Associates

Share of profits of associates was HK$58.8 million in 2019, representing a
decrease of HK$5.3 million when compared to last year. The decrease was
mainly due to exclusion of the share of results of our Nanjing Plant since the
second half of the year as the results of our Nanjing Plant were consolidated
into the Company after the acquisition of its remaining 52% equity interests.
Excluding the results of Nanjing Plant, share of profits of associates would
have improved by HK$2.1 million from HKS$48.1 million in 2018 to HK$50.2
million in the Reporting Period.

Taxation

The effective tax rate of the Group decreased from 26.7% in 2018 to 22.8%
in 2019. The drop was mainly due to the non-taxable gains of approximately
HKS$55 million arising from the disposal of an associate and a subsidiary
as well as the significant decrease in unrealised exchange losses for the

Reporting Period which were not tax-deductible.

Profit Attributable to Owners of the Company

The Group achieved a profit attributable to owners of the Company of
HK$313.3 million during the Reporting Period, representing an increase of
17.6% from HK$266.5 million in 2018. Excluding the exchange differences
and one-off income and expenses, and on a constant currency basis, the
underlying profit attributable to owners of the Company was HK$350.5

million, similar to that of last year.

Segmental Information

During the Reporting Period, the turnover was derived substantially from the

printing of cigarette packages.

Dividends

The Board recommended the payment of a final dividend of HK5.4 cents per
share (2018: HK6.4 cents) for the year ended 31 December 2019 to be payable
to the shareholders of the Company whose names appear on the register of
members of the Company as at 30 June 2020. Subject to the approval of the
Company’s shareholders at the forthcoming annual general meeting of the
Company, the said final dividend will be paid to the Company’s shareholders
on or around 14 July 2020.
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Financial Position

As at 31 December 2019, total assets of the Group amounted to HKS$6,586
million and its total liabilities amounted to HK$2,544 million, representing a
decrease of HK$169 million and HK$223 million, respectively as compared to
31 December 2018. Both total assets and total liabilities decreased primarily
due to the repayment of certain bank borrowings of the Group by cash

during the Reporting Period.

Borrowings and Banking Facilities

As at 31 December 2019, the Group had gross interest-bearing borrowings
of approximately HK$1,549 million (2018: HK$1,762 million), representing a
decrease of HK$213 million. The decrease was mainly due to the repayment

of bank borrowings to reduce the overall currency risks.

All of the interest-bearing borrowings are unsecured, denominated in Hong
Kong dollars and bear interests at floating rates. The maturity profile of the

Group's gross interest-bearing borrowings is as follows:
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As of 31 December 2019, the Group did not have any committed but
undrawn banking facilities (2018: HK$230 million).

Capital Structure

As at 31 December 2019, the Group had net assets of HK$4,042 million
comprising non-current assets of HK$4,379 million, net current liabilities of
HK$307 million and non-current liabilities of HK$30 million.

Gross gearing ratio, measured by total interest-bearing borrowings as a
percentage of equity, decreased from 44% as at 31 December 2018 to 38%
as at 31 December 2019. The decrease in gross gearing ratio was mainly due
to the repayment of bank borrowings during the Reporting Period to reduce

the Group's overall currency risks.

Charges on the Group’s Assets

As at 31 December 2019, assets with carrying amount of approximately HK$7
million (2018: HK$7 million) were pledged to banks in respect of the banking

facilities granted to the Group.

Significant Investments

As at 31 December 2019, the Group had no significant investments.

Contingent Liabilities

As at 31 December 2019, the Group did not have any significant contingent
liabilities (2018: Nil).

Capital Commitments

As at 31 December 2019, the Group had capital commitments contracted but
not provided for in respect of acquisition of property, plant and equipment
of HK$50 million (2018: HK$124 million).
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Working Capital

The current ratio decreased from 248% at 31 December 2018 to 88% at 31
December 2019 as a substantial portion of the Group's bank borrowings due
within one year had been reclassified from non-current liabilities to current

liabilities during the Reporting Period.

Foreign Currency Exposure

During the Reporting Period, the Group's business transactions and
assets were mainly denominated in Renminbi. All bank borrowings were

denominated in Hong Kong dollars.

The Group has foreign currency exposure on Hong Kong dollars related to
its bank borrowings. During the Reporting Period, the Group had entered
into cross currency swap (“CCS") agreements with financial institutions for
the purpose of hedging the foreign currency risk arising from the Hong
Kong dollars denominated bank borrowings. As of 31 December 2019, all
CCS agreements had expired and the Group did not have any derivative
financial instruments or hedging instruments outstanding. The management
will closely monitor its currency and interest rate exposures in order to
implement suitable hedging policy as and when appropriate to minimise

such risks.

Treasury Policies

The Group adopts a prudent approach with respect to treasury and funding
policies, with a focus on risk management and transactions that are directly

related to the underlying business of the Group.

Material Acquisition and Disposal

On 30 July 2019, the Group entered into the sale and purchase agreements
to acquire the remaining 52% equity interests in Nanjing Sanlong Packing
Co, Ltd, from FREZEHITEEE AR TEZ 8 € (Nanjing Jinmengdu
Industrial and Trading Group Staff Association Committee®) and T #k/
R EEEE AR AR (Jiangsu Huaiyin Huaxin Group Company Ltd.#)
at a total cash consideration of about RMB75.3 million (equivalent to
approximately HK$85.6 million). Details of such acquisition were set out in

the announcement of the Company dated 30 July 2019.

Save as disclosed, the Group had no other material acquisitions or disposals

of subsidiaries, associates and joint ventures during the Reporting Period.
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Event after the Reporting Period

After the COVID-19 outbreak in early 2020, a series of precautionary and
control measures have been and continued to be implemented across the
globe. Some of our production sites in the PRC had been closed temporarily
due to travel restriction from other provinces and cities in the PRC. All
production sites have resumed production in March 2020 on a stage-by-stage
basis in accordance with the instructions and measures adopted by
various provincial governments. The Group is paying close attention to the
development of, and the disruption to business and economic activities
caused by, the COVID-19 outbreak and has been continuously monitoring
and evaluating its impact on the financial position, cash flows and operating
results of the Group. Given the dynamic nature of the COVID-19 outbreak,
it is not practicable to provide a reasonable estimate of its impact on the
Group's financial position, cash flows and operating results at the date of this
report. Further announcement will be issued by the Company as and when
necessary in accordance with the Listing Rules and other applicable laws and

regulations.

REMUNERATION POLICIES AND EMPLOYEE
INFORMATION

As at 31 December 2019, the Group had 2,750 full time employees in Hong
Kong and the PRC. Total staff costs (including Directors’ emoluments)
amounted to approximately HK$307 million (2018: HK$330 million) for
the Reporting Period. All full-time salaried employees except for factory
workers and contract employees, are being paid on a monthly basis, plus a
discretionary performance bonus. Factory workers are being remunerated
based on a basic wage plus production incentive. The Group ensures that
the pay levels of its employees are competitive and employees are rewarded
on a performance related basis within the general framework of the Group's
salary and bonus system. In addition to salaries, the Group provides staff
benefits including medical insurance and contributions to staff's provident
fund. Share options, awards and bonuses are also available to employees of
the Group at the discretion of the Board and depending upon the financial

performance of the Group.
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PROSPECTS

Although 2019 was a stable year both for the Group and China tobacco
industry, there will be a lot of challenges in the coming year. The COVID-19
outbreak poses unprecedented threats not only to the Group, our staff and
customers, it had impacted the operations of the businesses worldwide due
to the absence of workers and disruption of supplies of raw materials. Both
the customers and the Group had taken extended leave in the first quarter
of the year. The full extent of financial impact the virus outbreak has on the
Group is unknown as of this moment. The second challenge is the revision of
tendering rules in Yunnan Province, which put more emphasis on price and

poses pressure on profit margin for our plants in Yunnan.

The Chinese government has adopted various measures attempting to
effectively control the spreading of the COVID-19, including quarantine. Such
measures have caused temporary suspension of economic activities in China
which indirectly affected the global economy. Following the outbreak of
the COVID-19, the Group has reviewed and made sure its health and safety
measures across our entire operation are adequate and in compliance and
implemented contingency plans to ensure that any potential impact on our

business operations can be minimised.

Facing these tough challenges ahead, management will still endeavour to
expand the market by leveraging on its networking resources. We will also
continue to invest in research and development so as to better serve the
customers’ needs. Internally, we will continue to streamline the process on
the shop floor. Reduction in raw material costs and productivity improvement
will continue. Such measures are in place with a view to counteracting the

adverse factors that may affect our business in the near future.

Management would like to take this opportunity to show our appreciation
to the continued support from all our shareholders, suppliers and customers.
We would also like to extend our gratitude to all our staff for their continuous
dedication, commitment and contribution to the development of the Group
during this turbulent time. The Group will strive to overcome the difficulties

and challenges ahead to create higher return to our shareholders.
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Mr. Chan Chew Keak, Billy
=] /\\\%%E

NON-EXECUTIVE CHAIRMAN
Mr. Chan Chew Keak, Billy

aged 69, was appointed as Executive Director in January 2005 and was
appointed as the Executive Chairman of the Group in April 2006. He had also
been the Chief Executive Officer overseeing the overall management of the
Group and development of corporate policies and strategies for development
of the business until 19 November 2009. With effect from 20 April 2010,
Mr. Chan was re-designated as Non-executive Chairman of the Board. Mr.
Chan has been the Managing Director of Amcor Asia, part of Amcor Limited
which is a substantial shareholder of the Company, since 1995. Mr. Chan is
a Chartered Engineer (UK) with a Master of Business Administration degree
from University of Strathclyde in United Kingdom. He is a member of the

Chartered Engineer Institution (UK).
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Mr. Ge Su
BEEHE

EXECUTIVE DIRECTORS
Mr. Ge Su

aged 63, was appointed as Executive Director in July 2009 and assumed
the position as President & Chief Executive Officer of the Company with
effect from 19 November 2009. Mr. Ge is currently the director of certain
subsidiaries of the Company. Mr. Ge has more than 26 years of experience in
the Chinese tobacco industry. He has a deep understanding and exposure to
the industry, and has developed a good working relationship with tobacco
monopoly authorities both at central and provincial levels. Mr. Ge assisted in
negotiation of three Leigh Mardon tobacco joint ventures in Qingdao, Beijing
and Kunming and sits on the respective boards in Qingdao and Beijing.
He has participated in many tobacco related projects including assisting a
multinational tobacco group in setting up a cigarette making joint venture
and developing a cigar cooperative project in China. Mr. Ge holds a degree
of Bachelor of Arts from Beijing Language Institute and a degree of Master of
Business Administration from China Europe Management Institute (currently
China Europe International Business School in Shanghai). Mr. Ge is also the
member of Risk Management Committee and Investment Committee of the

Company.
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Mr. Liu Shun Fai
B L4

Mr. Liu Shun Fai

aged 49, is currently the Chief Financial Officer and the Company Secretary
of the Group. He is responsible for the accounting, finance and treasury
function of the Group. He graduated from the Chinese University of Hong
Kong in 1992 and is an associate member of the Hong Kong Institute of
Certified Public Accountants. Mr. Liu has more than 26 years of auditing
and accounting experience. Before joining the Company in August 2007,
Mr. Liu had been the Financial Controller and the qualified accountant of
two listed companies in Hong Kong for 9 years and had also worked in an
international accounting firm for 8 years. Mr. Liu was appointed as Executive
Director of the Company on 30 March 2015. Mr. Liu is also a member of Risk

Management Committee of the Company.
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Mr. Jerzy Czubak
Jerzy Czubak 5t 4

NON-EXECUTIVE DIRECTORS
Mr. Jerzy Czubak

aged 61, has more than 35 years of operations experience, of which more
than 20 years have been working with Amcor Tobacco Packaging. Mr. Czubak
has assisted Amcor group of companies in the setting up and management of
production plants in Poland, Ukraine, Russia and various investment projects
in Europe. He is at present the President of Amcor Specialty Cartons of Amcor
Limited. Mr. Czubak holds a Master of Art degree from University of Lodz in
Poland and a Master of Business Administration degree from University of
Bristol in United Kingdom. Mr. Czubak was appointed as a Non-executive
Director on 2 December 2011. Mr. Czubak is also the Chairman of the Risk
Management Committee and is a member of Investment Committee and

Corporate Governance Committee of the Company.
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Mr. Michael Casamento
Michael Casamento 5t 4

Mr. Michael Casamento

aged 49, was appointed as Non-executive Director in June 2016. He is
currently the Chief Financial Officer of Amcor Limited. During March 2014
to September 2015, Mr. Casamento had also been the Vice President
Corporate Finance in Amcor Limited. Prior to joining Amcor in March 2014,
Mr. Casamento spent 6 years at SCA, a Swedish-listed global consumer goods
and paper company assuming the role of Chief Financial Officer for Asia
Pacific and then the Americas. During 2012 to February 2014, Mr. Casamento
was a director of a public listed Company called Productos Familia S.A,
which is a publicly traded company on the Colombia Stock Exchange. Mr.
Casamento is a certified practicing accountant in Australia, and holds a
degree in Bachelor of Business (Accounting) from RMIT University, Melbourne
and a degree in Master of Business Administration from Swinburne University

of Technology, Australia.
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Mr. Au Yeung Tin Wah, Ellis

WS RELE

Mr. Au Yeung Tin Wah, Ellis

aged 57, obtained a Professional Diploma in Accountancy in The Hong Kong
Polytechnic (now The Hong Kong Polytechnic University) in 1987. He is a
fellow member of the Hong Kong Institute of Certified Public Accountants
and the Association of Chartered Certified Accountants. Mr. Au Yeung
had worked for a number of years for PriceWaterhouse and had acted as
a financial manager of a listed company and a major private company
respectively in Hong Kong. He has been a certified public accountant
since 1994 and has over 31 years of experience in auditing, finance and
administration. He is now the director of Lau & Au Yeung C.P.A. Limited.
Furthermore, Mr. Au Yeung was appointed on 11 March 2014 and is currently
acting as an independent non-executive director of Wai Chi Holdings
Company Limited (Stock Code: 1305, a company listed on the Main Board of
the Stock Exchange). Mr. Au Yeung was also appointed on 12 August 2016
and is currently acting as an independent non-executive director of Man
Shing Global Holdings Company Limited (Stock Code: 8309, a company listed
on the GEM Board of the Stock Exchange). Mr. Au Yeung was appointed as
an independent non-executive Director in May 2006 and he is the Chairman
of the Audit Committee and Remuneration Committee and is a member of
the Nomination Committee and Corporate Governance Committee of the

Company.
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Mr. Oh Choon Gan, Eric
R Z R4

Mr. Oh Choon Gan, Eric

aged 58, was appointed on August 2019 and currently the CEO of CFCG
Investment Partners International (Singapore) Pte Ltd, an investment holding
Company (a subsidiary of China First Capital Group Stock code: 1269,
company listed on the Main Board of the Hong Kong Stock Exchange). Mr.
Oh has more than 30 years of experience in audit, financial advisory and
corporate finance. From 2005-2018, Mr. Oh was the Managing Director of
a business advisory company specialising in IPO, M&A and private equity
investment. Prior to becoming an entrepreneur, Mr. Oh served as Chief
Financial Officer of Asia Environment Holdings Ltd from 2002 to 2004. Mr.
Oh is a fellow member of the Chartered Association of Certified Accountants
and is also a member of the Institute of Singapore Chartered Accountants.
Mr. Oh was appointed as an Independent Non-executive Director in May
2006 and he is the Chairman of the Nomination Committee, Investment
Committee and Corporate Governance Committee and is a member of the

Audit Committee and Remuneration Committee of the Company.
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Mr. Ching Yu Lung
RIRESE

Mr. Ching Yu Lung

aged 50, obtained a bachelor's degree in Business Administration from
The Chinese University of Hong Kong and an executive master degree
in Business Administration from Tsinghua University in 1992 and 2006,
respectively. Mr. Ching has more than 27 years of experience in auditing,
corporate finance and accounting. Mr. Ching is a fellow member of Hong
Kong Institute of Certified Public Accountants and Association of Chartered
Certified Accountants, and member of American Institute of Certified
Public Accountants. Mr. Ching also serves as an independent non-executive
director of Ngai Hing Hong Company Limited (stock code: 1047), Hopson
Development Holdings Limited (stock code: 754), Termbray Industries
International (Holdings) Limited (stock code: 93) and Shenzhen Investment
Holdings Bay Area Development Company Limited (stock code: 737) since
February 2009, July 2015, November 2016 and April 2018 respectively, all
of them are companies whose issued shares are listed on the Main Board
of The Stock Exchange of Hong Kong Limited (“Main Board”). Mr. Ching has
been the chief financial officer of a company listed on the Main Board since
December 2018. Mr. Ching was appointed as an Independent Non-executive
Director in March 2020 and is a member of the Audit Committee, Nomination

Committee and the Remuneration Committee of the Company.
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SENIOR MANAGEMENT
Ms. Lui Yuen Ming, Bella

aged 47, is currently the Head of Internal Audit of the Group. She obtained
a Bachelor Degree in Accountancy from the City University of Hong Kong, a
Degree in Law from the China University of Political Science and Law and a
Master Degree in Business Administration from the University of Leicester,
United Kingdom. She is a fellow member of the Hong Kong Institute of
Certified Public Accountants and the Association of Chartered Certified
Accountants. She has more than 24 years of external and internal auditing
experience in an international accounting firm, a multi-national corporation
and listed companies in Hong Kong. She joined the Group in September
2007.

Mr. Zhou Nengbo

aged 46, is currently the Group’s Director of Human Resources (“HR").
He graduated from Sun Yat-Sen University with a major in Business
Administration. He joined Kunming Plant in 2002 and has served as personnel
assistant and supervisor in HR department. In 2007, he was transferred to
Dongguan Plant as Manager of HR and Director of Administration. Mr. Zhou

was promoted to Group's Director of HR in 2018.

SUBSIDIARY MANAGEMENT
Mr. Guan Shao Kun

aged 45, is currently the General Manager of Dongguan KWG. Mr. Guan
graduated from Yunnan Provincial Light Industry College in 1994. Between
1994 and 2000, Mr. Guan had been working as Chief Operator of Gravure
Printing Press in both Yunnan Tobacco Materials Company and Yunnan
Leigh-Mardon Packaging Co., Ltd. Between 2000 and 2003, he had been
working as Head of Printing Section in New Toyo (Viet) Paper Product Co.,
Ltd. Between 2003 and 2012, he has been working as Manager of Gravure
Section, Head of Technical and Production Department and Deputy General
Manager in Kunming Plant. In January 2013, he was appointed as General

Manager of Dongguan KWG.
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Mr. Jiang Fei

aged 60, is currently the General Manager of Qiaotong Plant. He graduated
from the Yunnan Institute of Technology in 1982 with a Bachelor's degree
in thermal power and a senior engineer in the PRC. Mr. Jiang joined the
Qiaotong factory in 1993. He served as an Equipment Supervisor, Director of
the mechanic workshop, Chief Engineer and Deputy General Manager. Mr.

Jiang was promoted to the General Manager of Qiaotong Plant in 2019.

Mr. Li Ru He

aged 52, is currently the Executive General Manager of Hangzhou Weicheng
and Vice President of the Group. He graduated from Xiamen University,
Fujian and obtained a bachelor degree in Biology, and qualified as Economist
and Engineer. He joined Hangzhou Weicheng in 1997 and was promoted to

Executive General Manager in 2010.

Ms. Ma Hui

aged 48, is currently the General Manager of Qingdao Plant. Ms. Ma Hui has
joined AMVIG since March 2012 and had worked with Amcor Group for 13
years. Ms. Ma graduated from Chemical Engineering College of Beijing Union

University and obtained a bachelor degree in Fine Chemical.

Mr. Song Wei

aged 46, is currently the Executive General Manager of Beijing Plant and Vice
President of the Group. He graduated from Beihang University and obtained
a bachelor degree in Business English. He joined Beijing Plant in 1998 and

was promoted to Executive General Manager in 2015.

Mr. Tao Fei Hu

aged 65, is the general manager of Qiaofeng Plant. Prior to his appointment
with Qiaofeng Plant in January 2010, he was the Deputy General Manager
and a founding member of Qiaotong Plant. Mr. Tao has over 40 years of

working experience in production and marketing management in the PRC.
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Mr. Xue Hui Lin

aged 57, is currently the General Manager of Qingdao Shuncheng Plant.
He majored in Industrial Enterprises and graduated from Jiangsu Radio and
Television University in 1986. He has joined Qingdao Shuncheng Plant as
Deputy General Manger in March 2011 and promoted to General Manager in
2015.

Mr. Zhu Chengjian

aged 56, is currently the General Manager of Nanjing Plant. Mr. Zhu had
worked in the Siyang Scraper Machinery Factory in Jiangsu Province from
1983 to 1990. He has been served as technician, secretary, workshop officer
and deputy plant manager. From 1990 to 1994, he worked in Jiangsu Siyang
Coal Mine Machinery Factory as plant manager and secretary. From 1994
to 1998, he worked in Jiangsu Siyang Bulb Factory as plant manager and
secretary. He has been working in Nanjing Plant since 1998, and has been

served as director and General Manager.

Mr. Zhu Tian Shou

aged 59, is a founder and the General Manager of Xi'an Plant and Vice
President of the Group. He holds a Textile Engineer diploma from Xi'an
Polytechnic University and attended master of business administration
course in 2003-2004. Before joining the Group, he was a senior engineer and
a member of assessment committee in People's Liberation Army’s ("PLA")
General Logistics Department. He was also the Head of a PLA Factory and

General Manager of Xi'an Great Sky Science & Technology Co., Ltd..
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Mr. Zhou Jin

aged 59, was one of the founding members of Qiaotong Plant. He is currently
the Vice Chairman of Qiaotong Plant, and is responsible for investment
management and setting up of new production facilities and branches.
Mr. Zhou is a senior economist in the PRC and graduated from the Chinese
Academy of Social Sciences with a master degree in Commerce and
Economics. Prior to joining the Qiaotong Plant, he was engaged in academic
and research activities with a school and a governmental bureau respectively

in Yunnan Province of the PRC.

Mr. Zhuang Yan

aged 48, is currently Vice President — Business Development of the Group,
responsible for the Company's organic growth and supporting strategic
development. Mr. Zhuang also overseeing the operation of both Dongguan
KWG and Kunming Plant. Mr. Zhuang joined AMVIG Group since May 2015
and has more than 23 years of experience working with several multinational
companies, both in China and the United States. Most recently, he had
been working in Philip Morris International from 2003 to 2014. Mr. Zhuang
holds a Master’s degree in Business Administration from Thunderbird School
of Global Management in the U.S.A and a Bachelor's degree in Industrial

Management Engineering from Southeast University in Nanjing.

EF SARERERMBAREEEBT

B kL

5om  WORBEMEEY —AIRET - RA
BEBERESR  YAREEREMBEIH
FERER D XEE - AERETFESREE
b EERPETEHNEE  BEHEMEHE
BIRRLTEM - MABRBER - & 5ESE
EEE — PR N — e BUR B8 A e 35 21
TR ©

HREE

485%  ARBZRBRREANRBRY - REER
BEARARABNNEIE RN FEBER - L4
ANBER=ERIAERABE 2 EEEE - i
FER T —AFHEAMNRREET £ E
MEFENBRCEHEFBRB - T =F0TIEL
B BR_ETE=F2_FT-NFH-—HEHF
MERBHBERIE HEEHFERERE
REESENTIEHERBLIEM  URERR
MRS TXERTIZERLE -




CORPORATE GOVERNANCE REPORT
EREARE

ENHANCING THE COMPANY’S

REPUTATION

AND STANDARD
B A A T EE RAKT






BRRHERREBR AT | AMVIG Holdings Limited

CORPORATE GOVERNANCE REPORT

/\ALL/\-I'\-\
XBA #& =

INTRODUCTION

As a publicly listed company, the Board of AMVIG recognises the
responsibilities of AMVIG to comply with appropriate corporate governance
standards and guidelines. Therefore, we are committed to providing clear
accountability, proper management of the Company's asset, enhancing the
Company's reputation and standard in the community and supporting the
achievement of its environmental, safety, social and other obligations so as to

protect the long-term value to our shareholders, customers and employees.

CODE ON CORPORATE GOVERNANCE PRACTICES

During the Reporting Period, the Company has complied with the code
provisions set out in the Corporate Governance Code (“CG Code") contained
in Appendix 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) save for the deviations

as discussed below.

This report summarises the Company’s corporate governance practices and
structures that were in place during the financial year ended 31 December
2019.

BOARD MATTERS
Board’s Conduct of its Affairs

The Board directs and supervises the Company's affairs in a responsible and
effective manner. Every Director has a duty to execute his actions in the best
interests of the Company. The Board is responsible for the Company’s overall
strategic direction, key operational initiatives, major funding and investment
proposals. It is also charged with monitoring the operational and financial
position and performance, as well as corporate governance practices. Where
appropriate, the Board is obliged to approve any key executive appointments
and succession planning. The Board also provides leadership and guidance
to management to facilitate effective supervision of the day-to-day business
operation of the Group. The Company has in place financial authorisation and
approval limits for capital expenditures as well as acquisitions and disposal
of investments. Pursuant to these guidelines, Board approval is required for
transactions above certain thresholds. The Board also approves the annual
budget and the financial results of the Group and various Board committees
were formed to assist in the execution of the Board's responsibilities. The
Directors may have access to the advice and services of the company
secretary of the Company with a view to ensuring that board procedures,

and all applicable rules and regulations, are followed.
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In addition, the Directors may, upon reasonable request, seek independent
professional advice in appropriate circumstances at the Company’s expense.
The Board shall resolve to provide separate appropriate independent
professional advice to the Directors to assist the relevant Directors to

discharge their duties.

The Board meets periodically at least four times a year and also meets as
warranted by particular circumstances outside the scheduled meetings.
During the financial year ended 31 December 2019, a total of five Board
meetings were held. The attendance of the Directors at Board meetings,
Board committee meetings and general meetings, as well as the frequency of

such meetings, are disclosed in this report.

DIRECTORS’ TRAINING

During the year, Directors are provided with monthly updates on the
Company's performance, position and prospects to enable the Board as a
whole and each Director to discharge his duties. In addition, all Directors
are encouraged to participate in continuous professional development
to develop and refresh their knowledge and skills. The Company updates
Directors on the latest development regarding the Listing Rules and other
applicable regulatory requirements from time to time, to ensure compliance

and enhance their awareness of good corporate governance practices.

During the year, the Company has organised a 2-hour in-house workshop
conducted by a professional firm for all Directors of the Company namely
Mr. Chan Chew Keak, Billy, Mr. Ge Su, Mr. Liu Shun Fai, Mr. Jerzy Czubak, Mr.
Michael Casamento, Mr. Tay Ah Kee, Keith, Mr. Au Yeung Tin Wah, Ellis and Mr.
Oh Choon Gan, Eric. The workshop covered topics including Cybersecurity
and Robotic Process Automation (RPA). In addition to formal workshop, all
Directors namely Mr. Chan Chew Keak, Billy, Mr. Ge Su, Mr. Liu Shun Fai, Mr.
Jerzy Czubak, Mr. Michael Casamento, Mr. Tay Ah Kee, Keith, Mr. Au Yeung
Tin Wah, Ellis and Mr. Oh Choon Gan, Eric further developed their business
knowledge and expertise through (i) conducting focused discussion on
issues relating to the business and operations of the Company at committee
meetings; (ii) research, reading and study of relevant regulations and
standards; and (iii) attending relevant courses, seminars and talks in order to

strengthen the skills and knowledge relevant for their respective roles.

All Directors have provided the Company with their respective training

records in compliance with Code A.6.5 of the CG Code.

—Z—NEFH | Annual Report 2019

CORPORATE GOVERNANCE REPORT
CEEAHE

BAN - ERAAEREAEERT  REEBR
TERBUEXEER  BAAARARE -&
FEARBEAEFTRHABENBELEXER
AW BN B R EE IR TRAS ©

o

Exg FELBRTHRAEHEE  BERS
@I BEEENEGRENBERAFEZRTER °
BHE " ZT-NAFT-_A=+—BILIFBRFE "

EHEBETIAESET SR EENEFEY
@ EBEFEZERRAMBRRGEZHERRL
LEGH I BITRBIGN A RENWE

EEHEI

FREEZFARRHKABARRARA MR
EASNEHNAE NREFSEERERE
FAEITER - i ARBEEREES
HBEEERRE  ABRLREHRRFOM
BT - ARAGTRENEEEH LT
AR EMEREERENRINER - URRE
SRR RS REHRFEEE BB

FR - ARAREABAIAFZEES (LR
BEEE - BRI A - BRIBEAE - Jerzy Czubak
i~ Michael Casamentost4 « BIELSE 4 - B
SRESERAERESRE)ZM—RB—EEE
NEBITHR DA S - AT g EE
BE@E L2 REEARIZEBBLRPA) - BRIE
A EN - 2REF (YRELE  BF
St BERRIBLA - Jerzy CzubakiTAE + Michael
Casamentoft i ~ BRESE A « BISREL A R
BEXE)BBORZEGER LERTRED
RAMEBREEEE (AR HEREEBHE
RO R ER : R(iN2INEBERIE - gk
g NERBEEXEREMTNEERER
e -

EREZHORBEEEATREALSKRAAR
NERHE B HIFTIRCE




BRRHERREBR AT | AMVIG Holdings Limited

CORPORATE GOVERNANCE REPORT

EREARE

BOARD COMPOSITION AND GUIDANCE

The Board now comprises eight Directors including a Non-Executive
Chairman, two Executive Directors, two Non-Executive Directors (“NEDs"), and
three Independent Non-Executive Directors (“INEDs"). The composition of the

Board and representation on Board committees are set out below:

ExgdEmNES

FA - EBEFem\REFEAX  BE—BIEHR
TERF MBWTES MEFRTES(3F
WITEE])  R=2BYIFNTES ([BLF
WITEFR]) EFEZHAKMESZBREZH

BRI
Length of
Title Name Position Gender Age services
EEEE) HE B 451 Fie BR 75 5 28
Non-Executive Chairman: Mr. Chan Chew Keak, Billy Chairman of the Board Male 69 15 years
FERITER ¢ BIREEE S BEERTE = 69 15%F
Executive Directors: Mr. Ge Su Chief Executive Officer Male 63 10 years
WITES Bk BEEHITE ES 63 104F
Mr. Liu Shun Fai Chief Financial Officer Male 49 5 years
BrEE S BEEMBE S 49 5%
Non-Executive Directors: Mr. Jerzy Czubak Chairman of Risk Management — Male 61 8 years
Committee
EMITES - Jerzy CzubakJt 4 B EELZESLE 3 61 8%
Mr. Michael Casamento Male 49 3 years
Michael Casamento %t 4 £ 49 35
Independent Non-Executive  Mr. Au Yeung Tin Wah, Ellis ~ Chairman of Audit Committee ~ Male 57 14 years
Directors: and Remuneration Committee
B IEITES BAS RESE A EREEERFNEESTE 5 57 144
Mr. Oh Choon Gan, Eric Chairman of Nomination Male 58 14 years
Committee, Investment
Committee and Corporate
Governance Committee
HRERE eEEE® KEZEgk 5B 58 144
PEERLZEETE
Mr. Ching Yu Lung Member of Audit Committee, Male 50 -
Remuneration Committee
and Nomination Committee
RINgESTE BFREE® HWES® E= 50 -
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Our Directors are experienced in a range of corporate and industry expertise
such as accounting, finance and business and operation management. The
diversity of the Directors’ experience provides useful exchange of ideas and
views to ensure that decisions are made with a balanced judgement.

The Company has formal letters of appointment with each of the Directors.
Given the nature of their duties, executive Directors do not have a fixed term
of appointment. All NEDs (including INEDs) of the Company are appointed for
a term of one to two years from the date of their respective appointments/
renewal. All Directors are subject to re-election on retirement by rotation in
accordance with the Articles of Association of the Company but eligible for
re-election for re-appointment.

The Nomination Committee reviews the independence of each Director
with reference to the Listing Rules. It considers a Director as independent
if, among other matters, he and his immediate family members have
no relationship with the Group or its officers that could interfere, or be
reasonably perceived to interfere, with the exercise of the Director's

independent business judgment in the best interests of the Company.

Other than Mr. Chan Chew Keak, Billy, Mr. Jerzy Czubak and Mr. Michael
Casamento, who are senior management of Amcor group of companies,
there is no financial, business, family or other material or relevant relationship
among the other Directors.

The Company confirms that it has received from each of its INEDs an annual
confirmation of his independence pursuant to rule 3.13 of the Listing Rules
and the Company considers the Independent Non-Executive Directors to be
independent.

The biographical details of the Directors are set out on pages 26 to 33 of this

annual report.

LISTING RULES 3.10(1), 3.10A AND 3.21

On 16 December 2019, Mr. Tay Ah Kee, Keith resigned as an INED, the
chairman of the Nomination Committee of the Company and the Audit
Committee of the Company, and a member of the Remuneration Committee

and Corporate Governance Committee of the Company.

Rule 3.10(1) of the Listing Rules requires the Company to have at least three
independent non-executive directors on the Board, Rule 3.1T0A of the Listing
Rules requires the Company to appoint independent non-executive directors
representing at least one-third of the Board, and Rule 3.21 of the Listing Rules
requires the Audit Committee to comprise a minimum of three members.

—Z—NEFH | Annual Report 2019

CORPORATE GOVERNANCE REPORT
CEEAHE

PREFHES  VBEREBRALEEESD
ERTEABNELREE - ESERZIEZTT
EEFRERRER 2 BRI - ATHERIEL
FRFEHE 2ORE -

ARBEEREEHITAEARER - ENHE
BEME ATEFLEEEEH ARFZ
ERIFNTES (BRBUIFNTES)ER
BREZEENET EEBBFTR—EMFNE
B REARAZERAR  2REEHER
BRI A ERBEEE -

REZBEGRERBLTRAURNSEEZE
T (AP EEEEREEREBEAL
ERETEABMERR (LKERETRET IR
BFEBR/EETIEFTUARARENEF
B EGHE)  AIRZEERBIAL -

Fr @EREESE A ~ Jerzy Czubak?t & K Michael
CasamentoL £ BAmcorE B AR Z B R EE
AESN - EMEER U 2 M EEMITS - ¥
%~ Rk A MERSEMZ AR -

RARHERCEESBUIFRNTESRELT
BANEIBRBEH 2 FEB IR - MARAR
RENIFITEERBILAL -

EEERHIFHNAFRE26E33R -

EHEBIZE31001)& « 5£3.10AHK
RE3.211

RZZB-AF+ZA+TRAE  BELECDEE
ARAVBIULIFRTES - AAFRZREER

EWRAEII0MEREARREFEELBIE
“ERBUIEPTES - EMARAEII0AKET
RERNARIZANB I ERNTEENELES
EREANBEL =D — R ETHRAEI211EIE
THEBZZEEHREL=RAKEHEMN -




BRRHERREBR AT | AMVIG Holdings Limited

CORPORATE GOVERNANCE REPORT
TRERRE

Upon the resignation of Mr. Tay Ah Kee, Keith as an INED on 16 December
2019, the Board had only two INEDs. As a result, the number of INEDs of the
Board fell below the minimum number prescribed under Rules 3.10(1), 3.10A
and 3.21 of the Listing Rules between 16 December 2019 and 31 December
2019 during the Reporting Period. Such vacancy has been filled when Mr.
Ching Yu Lung was appointed as an INED on 16 March 2020. Saved as
disclosed above, the Company has complied with Rules 3.10(1), 3.10A and
3.21 of the Listing Rules during the year ended 31 December 2019.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of the Chairman and Chief Executive Officer are segregated and not
performed by the same person. The Chairman is primarily responsible for the
leadership of the Board and the formulation of overall strategic development
of the Group, while the Chief Executive Officer is primarily responsible for the

day-to-day management of the Group's business.

During the year, Mr. Chan Chew Keak, Billy is the Chairman and Mr. Ge Su is
the Chief Executive Officer.

COMPANY SECRETARY

The company secretary of the Company is Mr. Liu Shun Fai. He has fulfilled
the requirement under Rules 3.28 and 3.29 of the Listing Rules. As an
employee of the Company, the company secretary supports the Board,
ensures good information flow within the Board and compliance with
Board policy and procedure, advises the Board on governance matters,
facilitates induction and, monitors the training and continuous professional
development of the Directors. He has attained not less than 15 hours of
relevant professional training during the year ended 31 December 2019.
His biography is set out in the “Profile of Directors, Senior Management and

Subsidiary Management” section of this annual report.

BOARD MEMBERSHIP

The Nomination Committee reviews and assesses candidates for directorships
(including Executive Directors) with due regard for the benefits of diversity
on the Board by reference to the board diversity policy of the Company
before making recommendations to the Board. The Nomination Committee
normally considers the current composition of the Board, the skills and
experience required, and ensures that the Board has an appropriate balance
of independent Directors as well as diversity with the right profile of

expertise, skills, attributes and ability.
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BOARD COMMITTEES

The Board has established various Board committees, namely the Audit
Committee, the Nomination Committee, the Remuneration Committee, the
Investment Committee, the Risk Management Committee and the Corporate
Governance Committee to assist the Board in the execution of its duties. In
considering the composition of the different committees, several key factors
are taken into account, such as balanced allocation of responsibilities among
Board members, promotion of active participation and maximization of the

effectiveness of different committees.

(1) Audit Committee

The Audit Committee comprises the three INEDs: Mr. Au Yeung Tin Wah,
Ellis (Chairman), Mr. Oh Choon Gan, Eric and Mr. Ching Yu Lung. Prior
to his resignation with effect from 16 December 2019, Mr. Tay Ah Kee,
Keith, a former INED, was the Chairman of the Audit Committee up to 16
December 2019.

The terms of reference of the Audit Committee, which have been revised
to include review of the risk management system as required by the CG
Code with effect from 1 January 2016, are available on the websites of
the Stock Exchange and the Company. The main responsibilities of the

Audit Committee include the following:

- assists the Board in discharging its statutory responsibilities on

financial and accounting matters;

- reviews the audit plans and reports of the external auditors and
internal auditors and considers the effectiveness of the actions

taken by management on the auditors’ recommendations;

- appraises and reports to the Board on the audits undertaken by the

external auditors and the adequacy of disclosure of information;

- reviews the cost effectiveness of the audit and the independence

and objectivity of the external auditors;

- reviews the systems of financial control, internal control and risk

management on their effectiveness; and

- reviews connected transactions and continuing connected

transactions, as defined under the Listing Rules.
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The Audit Committee held four meetings during the year. It met with
the Company'’s internal and external auditors to discuss the results of
their respective examinations and their evaluation of the Company'’s
systems of internal control and risk management. It has authority to
investigate any matters within its terms of reference and has full access
to and cooperation from management, in addition to its direct access to
the external auditors. The external auditors, in the course of conducting
their normal audit procedures on the statutory financial statements
of the Company, also considered the Company’s internal control
relevant to the Company's preparation and true and fair presentation
of the financial statements in order to design their audit procedures. If
required, the Audit Committee has authority to seek external resources

to enable it to discharge its functions properly.

The Audit Committee has also reviewed the interim financial statements
and the annual financial statements of the Group for the six months
ended 30 June 2019 and for the financial year ended 31 December 2019
respectively, as well as the auditors’ reports thereon. Any connected
transactions and continuing connected transactions of the Group
during the year have been reviewed by the Audit Committee; in cases
of practical difficulties, the Audit Committee provides guidance to
management to assist in their resolution. Appropriate disclosure is made

in the annual report.

The Audit Committee has not taken a different view from the Board
regarding the selection, appointment, resignation or dismissal of the

external auditors.
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(2) Remuneration Committee

The Remuneration Committee comprises the three INEDs: Mr. Au Yeung
Tin Wah, Ellis (Chairman), Mr. Oh Choon Gan, Eric and Mr. Ching Yu
Lung. Prior to his resignation with effect from 16 December 2019, Mr.
Tay Ah Kee, Keith, a former INED, was a member of the Remuneration

Committee up to 16 December 2019.

The key responsibilities of and the work performed by the Remuneration
Committee during the year ended 31 December 2019 are stated in
the Remuneration Report set out in this report on pages 62 to 71.
The terms of reference of the Remuneration Committee are available
on the websites of the Stock Exchange and the Company. The main

responsibilities of the Remuneration Committee include the following:

- makes recommendations to the Board on the Company’s policy and

structure for all Directors and senior management remuneration;

- reviews and approves the management's remuneration proposal

with reference to the Board's corporate goals and objectives;

- reviews and approves compensation payable to Executive Directors
and senior management for any loss or termination of office or
appointment to ensure that it is consistent with contractual terms

and is otherwise fair and not excessive; and

- reviews and approves compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that they
are consistent with relevant contractual terms and are otherwise

reasonable and appropriate.

The Remuneration Committee held one meeting during the year.
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The Nomination Committee comprises the three INEDs: Mr. Oh Choon
Gan, Eric (Chairman), Mr. Au Yeung Tin Wah, Ellis and Mr. Ching Yu
Lung. Prior to his resignation with effect from 16 December 2019, Mr.
Tay Ah Kee, Keith, a former INED, was the Chairman of the Nomination

Committee up to 16 December 2019.

The Nomination Committee’s main function is to ensure that the size,
structure and diversity of the Board are adequate for effective discussions
and decision-making. It also has the responsibility to ensure that the
Board has an appropriate balance of independent Directors, with a mix
of business experience in relevant disciplines. The terms of reference of
the Nomination Committee are available on the websites of the Stock

Exchange and the Company.

The main responsibilities of the Nomination Committee include the

following:

- reviews and recommends to the Board the retirement and
re-election of Directors in accordance with the Company's Articles

of Association;

- reviews the size, structure and diversity of the Board to ensure that
the Board has an appropriate balance of independent Directors
and to ensure an appropriate balance of culture, expertise, skills,

attributes and ability among the Directors;

- reviews the independence of Directors; and

- reviews the composition of the boards of subsidiary and associated
companies and where appropriate, provides guidance on the

appointment of suitable Directors to those companies.

The Nomination Committee held one meeting during the year to

perform the above responsibilities.
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NOMINATION POLICY

The key objectives of the nomination policy of the Company include the

following:

- set out the criteria and process in the nomination and appointment of

directors of the Company;

- ensure that the Board has a balance of skills, experience and diversity of

perspectives appropriate to the Company; and

- ensure the Board continuity and appropriate leadership at Board level.

The Board has delegated its responsibilities and authority for selection and
appointment of Directors to the Nomination Committee but the ultimate
responsibility for selection and appointment of Directors of the Company

rests with the entire Board.

In evaluating and selecting any candidate for directorship, the following

criteria will be considered:

- Character and integrity.

- Qualifications including professional qualifications, skills, knowledge and
experience and diversity aspects under the board diversity policy that

are relevant to the Company'’s business and corporate strategy.

- Any measurable objectives adopted for achieving diversity on the Board.

- Requirement for the Board to have independent directors in accordance
with the Listing Rules and whether the candidate would be considered
independent with reference to the independence guidelines set out in

the Listing Rules.

- Any potential contributions the candidate can bring to the Board in
terms of qualifications, skills, experience, independence and gender

diversity.

- Willingness and ability to devote adequate time to discharge duties as a

member of the Board and/or Board committee(s) of the Company.
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- Such other perspectives that are appropriate to the Company's business
and succession plan and where applicable, may be adopted and/or
amended by the Board and/or the Nomination Committee from time to

time for nomination of directors and succession planning.

The Nomination Committee and/or the Board will evaluate the candidates
based on the criteria as set out above to determine whether such candidates
are qualified for directorship. The Nomination Committee will also consider

recommendations for candidates made by shareholders of the Company.

The Nomination Committee will conduct regular review on the structure, size
and composition of the Board and this policy and where appropriate, make
recommendations on changes to the Board to complement the Company’s

corporate strategy and business needs.

BOARD DIVERSITY POLICY

According to the board diversity policy (the “Board Diversity Policy”) adopted
by the Company, Board diversity has been considered from a number of
aspects, including but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and length of service
etc. All Board appointments will be based on meritocracy, and candidates
will be considered against objective criteria, having due regard for the
benefits of diversity on the Board. Selection of candidates will be based on
a range of diversity perspectives, including but not limited to gender, age,
cultural and educational background, ethnicity, professional experience,
skills, knowledge and length of service etc. The final decision will be based
on merit and contribution that the selected candidates will bring to the
Board. The Nomination Committee will monitor the implementation of the
Board Diversity Policy and will from time to time review the Board Diversity
Policy as appropriate to ensure its effectiveness. The Nomination Committee
will discuss any proposed revisions to the Board Diversity Policy and make
recommendation on such revisions to the Board for consideration and

approval as it sees fit.
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(4)

Investment Committee

The Investment Committee comprises Mr. Oh Choon Gan, Eric
(Chairman), an INED, Mr. Jerzy Czubak, an NED and Mr. Ge Su, an

Executive Director.

The main responsibilities of the Investment Committee include the

following:

- considers and approves strategic and portfolio investments and

divestments within certain prescribed thresholds;

- reviews the Company's investment and treasury policies; and

- manages the Group's assets and liabilities in accordance with the

policies and directives of the Board.

The Investment Committee held one meeting during the year.

Risk Management Committee

The Risk Management Committee comprises Mr. Jerzy Czubak
(Chairman), an NED, Mr. Ge Su and Mr. Liu Shun Fai, both being

Executive Directors.

The main responsibilities of the Risk Management Committee include

the following:

-  oversees the establishment, implementation, and ongoing review

of the Company's risk management;
- reviews the overall risk management system and process and makes

recommendations on changes as and when considered appropriate,

having regard to costs and benefits; and

- reviews the Company’s material risk exposures and evaluates
the adequacy and effectiveness of the mitigating measures
implemented by management.

The Risk Management Committee held one meeting during the year.

The Risk Management Report is set out in this report on pages 72 to 76.
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(6) Corporate Governance Committee

The Corporate Governance Committee comprises the two INEDs: Mr.
Oh Choon Gan, Eric (Chairman) and Mr. Au Yeung Tin Wah, Ellis, and
Mr. Jerzy Czubak, an NED. Prior to his resignation with effect from 16

December 2019, Mr. Tay Ah Kee, Keith, a former INED, was a member of

the Corporate Governance Committee up to 16 December 2019.

The main responsibilities of the Corporate Governance Committee

include the following:

develops, reviews and monitors the Company’s policies and
practices on corporate governance and compliance with legal and

regulatory requirements and make recommendations to the Board;

develops, reviews and monitors the code of conduct applicable to

employees and Directors;

reviews and monitors the training and continuous professional
development of Directors and senior management of the Company;

and

reviews the Company’s compliance with the CG Code and
respective disclosure in the interim and annual reports of the

Company.

The Corporate Governance Committee held one meeting during the

year.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

The remuneration policy and basis of determining the remuneration of the
Directors are set out in the Remuneration Report on pages 62 to 71 in this

report.

The remuneration of the members of the senior management by band for

the year ended 31 December 2019 is set out below:
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Remuneration bands

Number of persons

N E AE
Up to HK$1,000,000 =3 1,000,000 7T 1
HK$1,000,001 to HK$2,000,000 1,000,001%8 7L £ 2,000,000/8 7T 1
HK$2,000,001 to HK$3,000,000 2,000,001 78 7T & 3,000,00078 7T 0

Further particulars regarding Directors’ remuneration and the five highest
paid employees as required to be disclosed pursuant to the Listing Rules are

set out in note 9 to the financial statements.
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ATTENDANCE AT BOARD, BOARD COMMITTEE

MEETINGS AND GENERAL MEETING

The attendance of each Director at the meetings of the Board and the

Board committees, and general meeting during the financial year ended 31

December 2019 was as follows:

EEZENRESREEERURK
RAGZHERR
HE-Z-AF+-A=+—ALHRERE
EELREFGREFE G RAURBEA
BT

Risk Corporate
Audit ~ Remuneration ~ Nomination Management Investment ~ Governance General
Board  Committee ~ Committee ~ Committee Committee ~ Committee ~ Committee Meeting*
Es¢  3izRe  EMRRE  B4ZBf  EREEREE RURRE QEERERE BRAE
umber of Meetings Held ORI ; 4 1 | | 1 | |
Nonexecutive Chaiman HintE
M Chan Chew Keak Bily LRERE 55 - - - - - - -
Eecutive Diectors fiiEz
M L Shun Fa PRERE 55 - - - il - - 1l
b Ge Su EEjRa 55 - - - if 1l - 1l
Non-ecutie Diectors FinEE
Mr. Jerzy Caubak Jerzy Caubk £ 55 - - - Il [l - 11
Mr. Michael Casamento Michael Casamento%t 55 - - - - - - 11
Indevendent Non-ecutive Dieciors bz 3
M. Tay Ah ee, Keith resigned with effct fiom PEE(NZF-NE TR
16 December 2019 +7BEE) 45 44 ll ll - - i 1l
M. Au Yeung T Wah, Els BRAZEnE 55 4 i i - - i -
. Oh Choon Gan, ric HkERE 55 4 1 ll - 1 i 1l
Mr.Ching Y Lung fappointed with effct fom R (R-R-RE2R
16 March 2020) 17 BEEE) - - - - - - - -

* being the annual general meeting of the Company held on 6 June 2019.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for establishing and maintaining an effective
risk management and internal control systems of the Group. Such risk
management and internal control systems are designed for managing risks
rather than eliminating the risk of failure to achieve business objectives,
and can only provide reasonable and not absolute assurance against
material misstatement or loss. The Board is also committed to managing
and overseeing the design, implementation and monitoring of the risk
management and internal control systems on an ongoing basis, in order to

safeguard the shareholders’ investment and the Group's assets.

During the year, the Board has reviewed the internal control and risk
management systems of the Group through Audit Committee and Risk
Management Committee on an ongoing basis and did not identify any
significant irregularity and deficiency. The Board concluded that the internal
control and risk management systems of the Group are effective and

adequate.

The Board considered that the resources, staff qualifications and experience,
training programmes and budget of the Group's accounting, internal audit

and financial reporting function are adequate.

(@) Overview of Risk Management and Internal Control Systems

Risk Management System

The Group’s risk management framework facilitates a structured
model on the risk management processes in identification, evaluation,
mitigation and prevention, reporting, as well as monitoring of all risks
identified in respect of major business processes. For details of the risks
that are identified and how the Group manages those risks, please refer

to the Risk Management Report of this report.

Risk Management Committee is responsible for overseeing the risk
management functions of the Group and evaluating the effectiveness of
the risk management system. Operations management is responsible for
day-to-day monitoring and taking necessary measures to mitigate the
risks. Management regularly performs corporate risk assessment and any
major risk issues are reported to the Risk Management Committee at its

meetings.
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Internal Control System

The Group's internal control system comprises control environment,
risk assessment, control activities, information and communication, as
well as monitoring activities. The Group has established various policies
and procedures which are intended to safeguard the Group's assets and
resources against unauthorised use or disposition, ensure compliance
with applicable laws and regulations, ensure transactions are executed
in accordance with management'’s authorization and ensure accounting
records are reliable for preparing financial information internally and

publicly.

The Audit Committee has reviewed, with the assistance of the internal
and external auditors, the effectiveness of the internal control system
of the Group. Management has used its best endeavors to ensure that
there were no material internal control deficiencies, weaknesses or
areas of concern identified which might affect the shareholders of the

Company.

Management of Internal Audit Function

The Group has utilized its Internal Audit Department to assist the Board
to independently review the Group's internal control system throughout

the year.

Internal Audit Charter

The mission, objectives, accountability, responsibility, independence and
authority of the Internal Audit Department are clearly stated in a written
Internal Audit Charter, which is approved and periodically reviewed by
the Audit Committee.

Reporting Structure

The Internal Audit Department reports directly to the Chairman of the
Audit Committee, although it also reports administratively to the Chief
Executive Officer. The Internal Audit Department brings appropriate
matters identified during the course of audits to the Audit Committee’s
attention and also has the right to consult the Audit Committee without
reference to the management. This reporting structure allows the

Internal Audit Department to maintain its independence.

A EEIEZ A

AEBZABERRZAREREZRE A
BREHE  BRAE  EARBENRESR
mE e ARBECHEZEARKLESF B
EREAKEZEENERRER RERE
ZERMRRE - RETERERIE
ROERZZBRBERRE ZRELET N
RERANGHRADBRAMTBE/ZE
FHRCERZ AT SEIE ©

ERZEECEBNBEZMRINSIZE
EhEV i) - A AEBEARMEZERRNE
B EBE-—BBRMELERABERE
FRUBEBEETR AN ERAEFE
AABRRZFB@EIER -

N EZ B 2 B

AEBRAEABEZE  UHPHEFER
BEFEB IR ALE 2 ARPE R -

REPERAE

NEtEZ ez Em - BIR - MEN - BE
- BUEREEARABEZOETS
BIE - MEBNEREZZESHEL
AR IRAT

(E#RAE
ABEZNEEANBERZZESTIRER
BECETBRLETAERATEER - W&
ERNRERZERREERERETER
ZEEFH RARBABNEEREMR
EREZEGFLEN LERRBRFA
EEABRITEB L -



Internal Audit Plan

An annual internal audit plan for the Group, which is reviewed by the
Audit Committee, is formulated based on the results of the annual
assessment of risks and prior reviews of internal control. The Internal
Audit Department also conducts other projects and investigations as

may be required.

Ongoing Internal Control Review

The Internal Audit Department adopts a risk and control based audit
approach in assessing the adequacy and effectiveness of the Group's
internal control system on an on-going basis. Audit scope is mainly
determined by internal control self-assessment questionnaire as
completed by auditees. Internal Audit Department performs operational
and financial reviews aiming to ensure that all material controls,
including financial, operational and compliance controls are in place and
functioning effectively. Significant internal control issues as identified are
escalated to senior management for rectification. Major audit findings
and follow up of recommendations are reported to the Audit Committee

at its meetings.

Controls on Inside Information

In respect of procedures and internal controls for the handling and
dissemination of inside information, a mechanism has been established
to identify, analyse and disclose any inside information with reference
to the “Guidelines on Disclosure of Inside Information” issued by the
Securities and Futures Commission. Besides, the Group's employee
handbook contains the general prohibition from disclosing such
information to persons who do not have a demonstrable need to know
the information. Group staff is required to acknowledge the receipt and

comply with all the contents contained in the employee handbook.
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RESPONSIBILITIES IN RESPECT OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for overseeing the
preparation of financial statements for each financial period to ensure such
financial statements give a true and fair view of the state of affairs of the
Group and of the results and cash flow for that period. The Company's
financial statements are prepared in accordance with all relevant statutory
requirements and applicable accounting standards. The Directors
acknowledge their responsibilities for ensuring that appropriate accounting
policies are selected and applied consistently; and that judgment and

estimates made are prudent and reasonable.

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.

The statement of the external auditors of the Company about their reporting
responsibilities on the consolidated financial statements is set out in the

Independent Auditor's Report on pages 93 to 98 of the annual report.

AUDITORS’ REMUNERATION

RSM Hong Kong has been re-appointed as the Company's external auditor
by shareholders at the 2019 annual general meeting until the conclusion of
the forthcoming annual general meeting. They are primarily responsible for
providing audit services in connection with the annual consolidated financial
statements. During the year, the total remuneration paid and payable to
the Company's external auditor amounted to approximately HK$4.2 million
of which approximately HK$4.0 million was incurred for statutory audit and

approximately HK$0.2 million was incurred for non-audit services.
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DIVIDEND POLICY

The Board considers stable dividend payment to the shareholders of the
Company to be one of the main objectives of the Company. The declaration
and payment of dividends of the Company shall be determined at the
discretion of the Board and subject to all applicable laws and regulations in
the Cayman Islands and Hong Kong and the Memorandum and Articles of
Association of the Company.

The dividend policy adopted by the Company aims to set out the principles
and guidelines that the Company intends to apply in relation to the
declaration, payment or distribution of its net profits as dividends to the

shareholders of the Company.

When considering the declaration and payment of dividends, the Board shall

take into account the following factors of the Group:

financial results;

cash flow situation;

business conditions and strategies;

future operations and earnings;

capital requirements and expenditure plans;

interests of shareholders;

any restrictions on payment of dividends; and

any other factors that the Board may consider relevant.

The Company may declare and pay dividends by way of cash or scrip or by

other means that the Board considers appropriate. Any final dividend for a

financial year will be subject to shareholders’ approval.

The Board will review the dividend policy and make any necessary

amendments as appropriate from time to time.
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COMMUNICATION WITH SHAREHOLDERS

The Company believes in engaging in regular, effective and fair
communication with shareholders and is committed to conveying important

and relevant information to shareholders on a timely basis.

The Company is mindful to ensure that information is made publicly available
on a timely basis. A shareholders’ communication policy was adopted by
the Company to maintain an on-going dialogue with shareholders and
encourage them to communicate actively with the Company. The Board will

review the policy on a regular basis to ensure its effectiveness.

Disclosure of information is made by way of publishing announcements,
notices, circulars and financial reports through the website of the Stock
Exchange, press releases, general meetings, as well as the corporate website

(www.amvig.com) which has a dedicated investor relations section.

INVESTOR RELATIONS

There had been no changes in the constitutional documents of the Company

during the year ended 31 December 2019.

SHAREHOLDERS' RIGHTS

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

requisitionists by the Company.
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Shareholders may by ordinary resolution elect any person to be a Director of
the Company. If a shareholder wishes to nominate a person to be elected as
a Director, the following documents must be validly served to the Company
at the Company’s principal place of business in Hong Kong at Room 601-602,
6th Floor, COFCO Tower, 262 Gloucester Road, Causeway Bay, Hong Kong: (i)
his/her notice of intention to propose a resolution at the general meeting;
and (i) a notice executed by the nominated candidate of his/her willingness
to be appointed together with his/her information as required to be disclosed
under Rule 13.51(2) of the Listing Rules, within the period commencing on
the day after the dispatch of the notice of the general meeting appointed for
such election and ending on the date falling seven days after the dispatch of

the said notice of the general meeting

Shareholders should direct their questions about their shareholdings to the
Company’s Hong Kong branch share registrar: Tricor Investor Services Limited

at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

Other enquiries or comments raised by any Shareholder can be mailed to
the Board at the Company's principal place of business in Hong Kong at
Room 601-602, 6th Floor, COFCO Tower, 262 Gloucester Road, Causeway Bay,
Hong Kong, through the “IR Contact” under Investor Relations section in the
Company's official website (www.amvig.com), or sent through fax number at
(852) 2970 7070, or through the Company’s hotline at (852) 2970 7000.

DEALINGS IN SECURITIES

The Company has adopted a code of conduct governing securities
transactions by Directors on terms no less exacting than that required under
the Model Code for Securities Transactions by Directors of Listed Issuers
(the "Model Code"). Having made specific enquiry with all Directors, each of
them confirms that he has complied in full with the Model Code regarding

Directors’ securities transactions for the year.
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INTRODUCTION

As always, AMVIG seeks to ensure the levels of our remuneration are sufficient
to attract and retain high-calibre top management and marketing talents.
We continue to invest in our people and to implement appropriate incentive
scheme so as to maintain the stability of our management and marketing
talents. This is one of the key factors in achieving AMVIG's long-term business

success and the creation of value for our shareholders.

This remuneration report, which has been reviewed and approved by the
Remuneration Committee of the Company, explains the Company’s policy on
the remuneration of Chairman, Executive Directors and NEDs, together with
the details of Directors’ remuneration packages for the financial year ended

31 December 2019 as set out on pages 62 to 71.

1. KEY DEVELOPMENT

Regarding the remuneration to the senior executives, the Board has

taken the following steps during the year:

1. NEDs' fees were maintained the same as last year.

2. Bonuses were paid to the head office management based
principally on the delivery of outperformance against objective

benchmarks.

3. Incentive bonuses were paid by reference to key performance
indicators ("KPI") set for plant management. The KPI is basically set
to measure the performance of the management based on the
return on fixed assets employed, percentage of actual results over

budget and last year results.

4. Basic salaries were adjusted basically to reflect the effect of
inflation, work performance and the change in employment market

conditions.

Full details of the Chairman’s, Executive Directors’ and NEDs’

remuneration are set out in the report that follows.
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REMUNERATION COMMITTEE

The Remuneration Committee has been set up since 2006 to review
both the remuneration structure and package of the senior management
and NEDs.

Tasks

The committee’s tasks are:

- to review and determine, on behalf of the Board of Directors, the
policies for executives’ remuneration and to report on those to the

shareholders;

- to revise and recommend to the Board, the remuneration system
for the NEDs;

- to monitor the implementation of remuneration policies adopted

by the Company; and

- to make recommendations to the Board on the remuneration

packages of individual Directors and senior management.

The present remuneration packages of AMVIG have been compared
with the prevailing market practice in Hong Kong and corresponding
recommendations were proposed to the Board of Directors for their

consideration and approval.
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Constitution and Operation

The committee comprises solely INEDs and is chaired by Mr. Au Yeung
Tin Wah, Ellis. The other members are Mr. Tay Ah Kee, Keith (resigned
with effect from 16 December 2019), Mr. Oh Choon Gan, Eric and Mr.
Ching Yu Lung.

The committee held one meeting in the Reporting Period. There was a
full attendance record of all members. The committee has reported to
the Board on its activities after each meeting. The terms of reference of
the committee is available on the websites of the Stock Exchange and

the Company.
The committee is accountable to the shareholders through its annual

report on Directors’ remuneration and the opinions of shareholders are

taken into account when making decisions.

REMUNERATION POLICY

The main elements of the Company’s remuneration policies are:
- no individual should determine his or her own remuneration.

- remuneration should be broadly aligned with companies with

whom the Company competes for human resources.

- remuneration should reflect performance, complexity and

responsibility so as to attract and retain high calibre individuals.
- motivate Directors to achieve challenging performance levels.
- align executive rewards with shareholders’ value.

- recognise both individual and corporate achievement.
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REMUNERATION PRINCIPLES FOR EXECUTIVE
DIRECTORS IN 2019

The committee has followed the remuneration policy and system
adopted by the Company in 2007 on proposing remuneration packages

of Executive Directors for the Board's consideration and approval.

The committee seeks to ensure linking the remuneration for top
management with their performance and the Company's operating
results by structuring remuneration packages to include both fixed and

variable components.

The following key principles guide its policy:

- policy for the remuneration of Executive Directors will be
determined and regularly reviewed by the Remuneration
Committee which will set the tone for the remuneration of other

senior executives.

- the remuneration structure will support and reflect AMVIG's stated

purpose to maximise long-term shareholders’ value.

- the remuneration structure will reflect a fair system of rewards for

the participants.

- the remuneration will be based on the fixed compensation,
performance bonus and pension arrangement. The performance
bonus will be linked to the achievement of demanding performance
targets that are independently set and reflect the creation of

long-term shareholders’ value.

- a performance share scheme will be developed in order to align

executives' and shareholders’ interests.

- certain KPIs, which can be quantitative and qualitative, will be
set objectively by the management within a framework that
is approved by the Remuneration Committee to evaluate the

performance of Directors.

- remuneration policy and practices will be as transparent as possible,

both for participants and shareholders.
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The remuneration package consists of fixed compensation, performance

bonus and pension arrangement in which the performance bonus is

suggested to play a more significant part in individual rewards as part

of the policy to attract, motivate and retain high performing individuals.

The three components of Executive Directors’ remuneration are as

follows:

Fixed Compensation

Fixed compensation includes basic salary, allowances and
benefits-in-kind. Base salary and allowances are set and reviewed
annually for each Director taking into consideration the competitive
market position, market practice, and the Company’s and

individual's performance.

Annual Incentive Program

The levels of performance bonus are set by the Remuneration
Committee. No Executive Directors serve on the committee. The
annual incentive can be paid in form of performance bonus as

determined by the Board.

Long-term Incentive

The Executive Directors are recommended to take part in the
long-term incentive plan (“LTIP"). The LTIP is designed to align the
interests of the Executive Directors with those of the shareholders
by an award in the form of performance shares that is linked with

shareholders’ value.
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5. REMUNERATION FOR EXECUTIVE DIRECTORS 5. HITESZME
The remuneration paid to the Executive Directors of the Company was RARFRITESEZH2MESEHINOT -
shown below:
Retirement
For the year ended Salaries and Discretionary benefit scheme
31 December 2019 Fees other benefits bonuses contributions Total
BE-Z—N&F Hek EREF
+TZRA=+—HLEE bk HinxgFl BB TEAL sTEIfBER st
HK$'000 HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FHET FERT FHET
Executive Directors WITES
Mr. Ge Su BETAE 4,038 740 - - 4,778
Mr. Liu Shun Fai BB S A - 2,844 474 18 3,336
4,038 3,584 474 18 8,114
Retirement
For the year ended Salaries and  Discretionary  benefit scheme
31 December 2018 Fees other benefits bonuses contributions Total
HEZZT—N\F ek RIRAEA
+ZA=+—HIEFE ik HAth 12 H) fEIEAT FTEIfR HBEt
HK$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
FHT FHET FHT FHT FHT
Executive Directors WITES
Mr. Ge Su BE A 4,065 769 - - 4,834
Mr. Liu Shun Fai B B S A - 2,742 460 18 3,220

4,065 3,511 460 18 8,054
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6. REMUNERATION PRINCIPLES FOR NON-EXECUTIVE 6.

70

DIRECTORS IN 2019

The existing remuneration packages and policies which are based on

the qualification, professional experiences, time spent and workload

of individual NED have proved to be fair, attractive and effective in the

past years and therefore, the same policies and principles were adopted

continually in 2019.

REMUNERATION FOR NON-EXECUTIVE DIRECTORS 7.

The fees paid to each of our NEDs for their services on the Group and,

as applicable, on its Board committees are set out below. The fees were

FUTEE-ZF-NFzB£
R A

BITHMT B RBRIDEEERNERITE
ENER EXLER RARRRIEE
EE BEERFREEFR/RF - ARSI
NRBEH - AR T - AFEERHNE
FIH B S R A

FHATESZME

REFNTEETAAEER (WERES
ZEERERBMAREN 2R HT

proposed by Remuneration Committee and reviewed by the Board of MT-weHEFMEESRE  WEL
Directors. EFEEZ -
Retirement
For the year ended Salaries and Discretionary benefit scheme
31 December 2019 Fees other benefits bonuses contributions Total
BE-Z-NF FER BIKER
tT=ZA=+—-BLFE B\e Hitm R MBTEA FHEIfHtRR st
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
FHERT FHER FHERT FTHERT FHERT
Non-executive Directors HENITES
Mr. Chan Chew Keak, Billy S HBREESE A4 491 - - - 491
Mr. Tay Ah Kee, Keith® BRI A 867 - - - 867
Mr. Au Yeung Tin Wah, Ellis ~ BUG KZE R4 875 - - - 875
Mr. Oh Choon Gan, Eric HEELE 873 - - - 873
Mr. Jerzy Czubak Jerzy Czubak %t 4 376 - - - 376
Mr. Michael Casamento Michael 376 - - - 376
Casamentoft &
3,858 - - - 3,858
Note: M EE

(1) Mr. Tay Ah Kee, Keith resigned as INED on 16 December 2019.

(1) BEEENR-Z-NF+ZAHRNEBESE
MIEHITES -
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Retirement
For the year ended Salaries and  Discretionary  benefit scheme
31 December 2018 Fees other benefits bonuses contributions Total
HE—_T—)\F Fak RRTE A
+ZA=1+—HLFE we HinaF EIFIEAT FTEIER #a5
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
FHT T FHT FHEIT FHT
Non-executive Directors IEMITES
Mr. Chan Chew Keak, Billy — EEREELA 491 - - - 491
Mr. Tay Ah Kee, Keith BRESE 905 - - - 905
Mr. Au Yeung Tin Wah, Ellis ~ BUf5 KEE L4 875 - - - 875
Mr. Oh Choon Gan, Eric HHEERE 873 - - - 873
Mr. Jerzy Czubak Jerzy Czubak ¥t & 376 - - - 376
Mr. Michael Casamento Michael 376 - - - 376
Casamentost 4
3,896 - - - 3,896
CONTINUED SCRUTINY AND DISCLOSURE 8. FEBEEREE
The Remuneration Committee remains committed to continued FWEZEBESNBRNBEEEHFMAFE - I
scrutiny of remuneration levels, and to high standards of disclosure and U MBRRIEE SR T REBERERE -

transparency to shareholders on such matters.
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INTRODUCTION

It is vital for AMVIG to maintain a sound framework to identify and manage

its risks. An effective risk management framework provides the Group with

a solid foundation for sustainable growth of business in this ever-changing

competition landscape. We have identified the following major risks that we

are facing and what measures we have in place to handle these risks:

74

MARKET RISK

With the ongoing demand for new and improved tobacco packaging
designs from our customers, it is important for the Group to enhance
our products, services, technologies, and processes through research
and development. The Group will continue to invest and improve our
capabilities to design new and improved tobacco packages, which will

satisfy our customers’ needs by further upgrading their product mix.

We are also committed to interface with our customers at all levels to
better understand the product trends and their needs. A coordinated
approach which we had adopted over the years help us to ensure
adequate resources are being deployed effectively to serve our

customers.

OPERATIONAL RISK

Operational risk is the risk of potential financial loss and/or business
instability arising from disasters such as fire, earthquake, floods and
hurricanes, failure in internal controls or operational processes, inability
to manage costs, to continue product development and innovation, to
hire and retain talent and the failures to comply with government and
environmental regulations. The Group has over the year manage such

risks through:

(1) Profit improvement program remains as our important tool
for cost reduction, productivity enhancement and pricing
improvement of our operations. The implementation of central
purchasing and automation of our work floor continue to work
well to keep expenses to a minimum. The benchmarking system
helps us to compare operational performances among plants.
The management conduct regular reviews of the data in order to

improve production efficiency and reduce wastages.

(2) Continuous efforts are being made to standardise the production

on the shop floors and warehouses.

]
#=
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The Group's loss time injuries were consistently maintained at a low
rate. A safety supervisory committee was in place to ensure that
our plants management has examined all workplace to identify and

eliminate existing or potential hazards.

FINANCIAL RISK

The Group is exposed to various types of financial risks, including foreign

currency risk, credit risk, liquidity risk, interest rate risk and fair value risk.

Details of the Group's financial risk and the management of such risks

are outlined in note 5 of the consolidated financial statements.

(1) FOREIGN CURRENCY RISK

The Group has limited exposure to foreign currency risk at
operational level as only a minimal amount of business transactions
are denominated in currencies other than Renminbi, the functional

currency of the Company, and the respective group entities.

On the other hand, the Company has substantially all of its
borrowing denominated in Hong Kong dollars ("HKD") which may

expose the Group to foreign currency risk.

In order to manage the currency risks, hedging was done at group
level. In addition, the amount of HKD borrowings has been reducing

over the previous years.

During the year, the Group has entered into cross currency
swaps (“CCS") amounted to HK$800 million in order to hedge the
abovementioned currency risks. As of 31 December 2019, all CCS
agreements had expired. The management is constantly monitoring
the situation and will decide from time to time whether further

hedging is necessary.

As of 31 December 2019, if Renminbi had strengthened/weakened
by 2% against HKD with all other variables held constant,
consolidated profit after tax for the year would have been

approximately HK$27.5 million higher/lower than reported.
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2)

(3)

(4)

(5)

BRE

CREDIT RISK

The Group has no significant credit risk, which is primarily
attributable to stringent management of its trade receivables. In
addition to regular reviews of the recoverable amount of trade
receivables, the management has also placed strict controls over
working capital management of each operation. Such measures
enable the Group to shorten its working capital cycle and enhance

cash flows.

The counterparty risk is small as the Group'’s customers are mainly
state-owned tobacco groups, which according to the assessment of

the management are financially healthy.

The Group has no significant concentration of credit risk, with

exposure spread over a number of counterparties and customers.

LIQUIDITY RISK

As at the end of 2019, the Group's gearing ratio was 38%. Taking
into account the amount of cash on hand of approximately HK$1.2
billion, the Group's debt ratio is only 9%. The Group will continue
its policy to monitor the cash flows of the Group closely so that it
maintains sufficient reserves of cash in the short and longer term to

repay bank loans when they fall due.

INTEREST RATE RISK

The Group's bank deposits bear interest at fixed interest rates and

therefore are subject to fair value interest rate risks.

The Group's cash flow interest rate risk primarily relates to
variable-rate bank borrowings. With a stable outlook for interest
rates, the Group prefers to keep the borrowings with variable rates,
rather than to enter into interest rate swaps, which fix the interest
at substantially higher rates. AMVIG considers that interest rate risks

are insignificant.

FAIR VALUES

The carrying amounts of the Group's financial assets and financial
liabilities as reflected in the consolidated statement of financial

position approximate their respective fair values.

2)

(3)

(4)

(5)
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The Directors are pleased to submit the annual report of the Company
(together with its subsidiaries, the “Group”) together with its audited

consolidated financial statements for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding. Details of the
principal activities of the subsidiaries of the Company are set out in note 41

to the consolidated financial statements.

The Group's turnover and contribution to operating result for the year is
attributable to the printing of cigarette packages and manufacturing of
transfer papers and laser film. The analysis of the principal activities and
geographical location of the operations of the Group are set out in note 40

to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The profit of the Group for the year ended 31 December 2019 and the state
of the Company's and the Group's affairs as at that date are set out in the

consolidated financial statements on pages 99 to 210.

The Board has declared an interim dividend of HK8.1 cents per share (2018:
HK8.0 cents per share) and a special dividend of HK4 cents per share (2018:
Nil) for the six months ended 30 June 2019. The Board now recommended
the payment of a final dividend of HK5.4 cents per share (2018: final dividend
of HK6.4 cents per share) to the members of the Company whose names
appear on the register of members of the Company as at 30 June 2020 in

respect of the year ended 31 December 2019.
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BUSINESS REVIEW

The business review of the Group as required by Schedule 5 to the Hong

Kong Companies Ordinance is set out as below:

Overview

A fair review of the business of the Group for the year ended 31 December
2019 is set out in the section headed “"Chairman’s Statement” on pages 12 to

15 of this annual report.

Key Financial and Business Performance Indicators

Details of the key financial and business performance indicators comprising
revenue growth, gross profit margin, product mix for turnover and gross
profit margin etc. are shown in the sections headed “Financial Highlights”
and “Management Discussion and Analysis” on pages 10 to 11 and pages 16

to 25 of this annual report respectively.

Environmental Policies and Performance

The Group is committed to promoting environmental protection and
pollution prevention and making improvements to the environment in
regions where we have our operations. We treat all relevant environmental
legislations and regulations as the minimum standard and seek to go
above and beyond this standard wherever possible, when it comes to
environmental protection. As required by the Listing Rules, the Company
is required to report on environmental, social and governance (“ESG")
information of the Group on an annual basis and regarding the same period
covered in this annual report. The Company will publish the ESG report on

the websites of the Company and the Stock Exchange in due course.

Compliance with Laws and Regulations

The Group recognises the importance of compliance with laws and
regulations. During the year, our establishment and operations have
complied with the relevant laws and regulations in the PRC and Hong Kong.
In addition, the Company is required to comply with the Listing Rules and
other relevant regulations. The Group has complied in material respects
with the relevant laws and regulations that have a significant impact on the
business and operation of the Group during the year. There was no material
breach of or non-compliance with the applicable laws and regulations by the

Group for the year ended 31 December 2019.
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Principal Risks and Uncertainties

Discussion on the principal risks and uncertainties affecting the Group's
results and business can be found in the section headed “Risk Management

Report” on pages 72 to 76 of this annual report.

Relationships with Key Stakeholders

The Group recognises that its success also depends on the support from
key stakeholders which include its shareholders, regulators, customers,
employees, local communities and business partners and is committed to
building a close relationship with them in order to improve the quality of its
products and services and achieve further success in its business. As required
by the Listing Rules, the Company is required to report on ESG information of
the Group on an annual basis and regarding the same period covered in this
annual report. The Company will publish the ESG report on the website of

the Company and the Stock Exchange in due course.

Important Events

Save as disclosed in note 35 to the consolidated financial statements, no

important event affecting the Group has occurred since 31 December 2019.

Future Business Developments

An indication of future development of the Group's business is presented in
the sections headed “Chairman’s Statement” and “Management Discussion
and Analysis” on pages 12 to 15 and pages 16 to 25 of this annual report

respectively.

RESERVES

Movements in the reserves of the Company and the Group during the year
are set out in note 31(b) to the consolidated financial statements and the

consolidated statements of changes in equity on page 103 respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company's reserves available for distribution
amounted to approximately HK$2,815,000,000. Under the Companies Law of
the Cayman Islands, the share premium of the Company is distributable to
the shareholders of the Company provided that immediately following the
date on which the distribution or dividend is proposed to be distributed,
the Company will be in a position to pay off its debts as they fall due in the
ordinary course of business. The share premium may also be distributed in

the form of fully paid bonus shares.
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SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at 31 December 2019

are set out in note 41 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
during the year are set out in note 14 to the consolidated financial

statements.

BORROWINGS

Details of the Group's borrowings as at 31 December 2019 are set out in note

26 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements in the share capital of the Company are set out in

note 29 to the consolidated financial statements.

Details of the Company’s share option scheme are set out in the paragraph

headed “Share option scheme” of this report.

EQUITY FUND RAISING ACTIVITIES

There was no equity fund raising by the Company during the year ended
31 December 2019, nor were there any proceeds brought forward from any

issue of equity securities made in previous financial years.

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of the Group is set

out on pages 211 to 212.
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DIRECTORS

The Directors who held office during the year and up to the date of this

report were as follows:

Non-executive Chairman

Mr. Chan Chew Keak, Billy

Executive Directors

Mr. Ge Su (Chief Executive Officer)
Mr. Liu Shun Fai

Non-executive Directors

Mr. Jerzy Czubak
Mr. Michael Casamento

Independent Non-executive Directors

Mr. Tay Ah Kee, Keith (resigned with effect from 16 December 2019)
Mr. Au Yeung Tin Wabh, Ellis

Mr. Oh Choon Gan, Eric

Mr. Ching Yu Lung (appointed with effect from 16 March 2020)

In accordance with article 87 of the articles of association of the Company,
one-third of the Directors shall retire but, being eligible, offer themselves
for re-election at the forthcoming annual general meeting of the Company.
Any new Director appointed to fill a casual vacancy or as an addition to the
Board shall hold office only until the next following general meeting of the
Company and shall then be eligible for re-election pursuant to article 86
of the articles of association of the Company. Details of the Directors to be
retired and subject to re-election at the forthcoming annual general meeting
of the Company are contained in the circular to be despatched together with

this annual report.

EMOLUMENTS OF DIRECTORS AND THE FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors and the five highest paid
individuals of the Group are set out in note 9 to the consolidated financial

statements.
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RETIREMENT BENEFIT SCHEME

Details of the employer’s costs charged to the consolidated statement of
profit or loss for the year and the retirement benefit schemes of the Group
are set out in notes 8 and 10 to the consolidated financial statements

respectively.

BIOGRAPHICAL DETAILS OF THE DIRECTORS AND
SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the Group

are set out on pages 26 to 37 of this report.

RELATED PARTY TRANSACTIONS

Significant related party transactions entered into by the Group during the
year ended 31 December 2019 are set out in note 34 to the consolidated
financial statements. These related party transactions did not constitute

connected transactions within the meaning of the Listing Rules.

DISCLOSURE UNDER RULE 13.21 OF THE LISTING
RULES

Pursuant to the facilities agreement dated 13 February 2017 (the “Facilities
Agreement”) entered into, among other parties, the Company as borrower,
two subsidiaries of the Company as guarantors, and various financial
institutions as agent, arrangers, security trustee and lenders, a term loan
facility of HK$1,150,000,000 (the “Facility A Loan”) and a revolving loan facility
of HK$450,000,000 (the “Facility B Loan”, together with the Facility A Loan,
the “Loan Facilities”) were made available to the Company. The Facility A
Loan was repayable in its entirety on the day which is 36 months from the
date of the Facilities Agreement. The Facility B Loan was repayable at the last
day of its interest period, being one, two or three months or any other period
agreed between the Company and the facility agent provided that it shall
not extend beyond 36 months from the date of the Facilities Agreement.
The Loan Facilities had been used to refinance the HK$2.6 billion term and
revolving credit facilities made available to the Company in 2014 in full and
thereafter finance the general corporate purposes of the Company. A similar
three-year term loan facility of HK$400,000,000 was also made available to
the Company in December 2017 for settlement of the consideration payable
by the Company in relation to the acquisition of the entire issued share
capital of Outstanding Viewpoint Limited. Facility A Loan has been renewed
for an additional one year repayable in December 2020 and Facility B Loan

has been fully repaid.
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If at any time, among other matters, either (i) any person or group of persons
acting in concert hold more voting share capital of the Company than Amcor
Limited; or (ii) without limitation to (i) above, Amcor Limited fails to maintain
its beneficial ownership, direct or indirect, of not less than: (aa) thirty five per
cent (35%) of the shareholding of the Company or (bb) only in the event of
dilution in Amcor Limited’s shareholding due to any share placements by the
Company, twenty five per cent (25%) of the shareholding of the Company, it
will constitute an event of default as a result of which all or any part of the
commitments under the loan facilities may be cancelled and all amounts
outstanding under the loan facilities may immediately become due and

payable.

MANAGEMENT CONTRACTS

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

existed during the year under review.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group's five largest
customers accounted for approximately 70% of the total sales for the year
and the sales attributable to the largest customer included therein accounted

for approximately 20%.

The aggregate purchases attributable to the Group's five largest suppliers
accounted for approximately 42% of the total purchases for the year and the
purchase attributable to the largest supplier included therein accounted for

approximately 15%.

Save as disclosed above, none of the Directors, any of their close associates
(within meaning of the Listing Rules) or shareholders (which, to the best
knowledge of the Directors, own more than 5% of the Company’s Shares)

had any beneficial interest in the Group's five largest customers or suppliers.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors or any of their respective associates had any interest
in a business which competes or is likely to compete, either directly or

indirectly, with any of the businesses of the Group.
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DISCLOSURE OF INTERESTS

(a) Directors’ and chief executive’s interests and short

84

positions in the securities of the Company and its
associated corporations

As at 31 December 2019, the following Directors or the chief executive
of the Company had or were deemed to have interests or short positions
in the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance, Chapter 571 of the Laws of Hong Kong ("SFO")
(i) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or deemed to have
under such provision of the SFO); or (ii) which were required, pursuant to
section 352 of the SFO, to be entered in the register referred to therein;
or (i) which were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by

Directors of Listed Companies contained in the Listing Rules:

R HE
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No. of Approximate
underlying percentage of
shares held issued share

Name of Director Nature of interest (Note) Position capital
FREHERR
RZEE HEBRITRE
EEnA ERME (M3=E) ¥ BHOBEDL
Mr. Ge Su Beneficial owner 168,285 Long 0.02%
Bt BEHERA TR
Mr. Liu Shun Fai Beneficial owner 84,142 Long 0.01%
BreiEkt EREBA e

Note:  The underlying shares represent share options granted by the Company,
further details of which are set out in the section headed “Share Option
Scheme” below.
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Save as disclosed above, as at 31 December 2019, none of the Directors
nor the chief executive of the Company had or was deemed to have
any interests or short positions in the shares, underlying shares or
debentures of the Company and its associated corporations (within the
meaning of Part XV of the SFO) (i) which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO);
or (i) which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (iii) which were required
to be notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed Companies

contained in the Listing Rules.

Persons who have an interest or short position which is
discloseable under Divisions 2 and 3 of Part XV of the SFO

So far as is known to the Directors and the chief executive of the
Company, as at 31 December 2019, the following persons (not being
Directors or chief executive of the Company) had, or were deemed to
have, interests or short positions in the Shares or underlying Shares
which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO:

(b)
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Approximate

percentage of

Number of issued share

Name of Shareholder Capacity Shares held Position capital

IHEBITRAE

KRR 14 FREROHE y-§.:1 BMABED

Amcor Limited (Note) Interest of controlled Corporation 442,550,000 Long 47.63%
Amcor Limited (FJ5E) AT B E B A

Amcor Packaging (Asia) Pty Limited (Note) Interest of controlled Corporation 442,550,000 Long 47.63%
Amcor Packaging (Asia) Pty Limited (Ff7¥) ZYEGEE s S

Amcor Fibre Packaging-Asia Pte Limited (Note) Beneficial owner 442,550,000 Long 47.63%
Amcor Fibre Packaging-Asia Pte Limited (i 3F) B2 A A S

Wellington Management Group LLP Investment manager 129,728,580 Long 13.96%
Wellington Management Group LLP WEKIE A

Pandanus Partners L.P. Interest of controlled Corporation 77,652,039 Long 8.36%
Pandanus Partners L.P. ZYEHEE S S
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Approximate

percentage of

Number of issued share

Name of Shareholder Capacity Shares held Position capital

IHEBITRAE

REERE 54 iR EE Y% BHBEDL

Pandanus Associates Inc Interest of controlled Corporation 77,652,039 Long 8.36%
Pandanus Associates Inc RS EEER [S5=)

FIL Limited Interest of controlled Corporation 77,652,039 Long 8.36%
FIL Limited SEGDEE R e

FMR LLC Interest of controlled Corporation 66,620,077 Long 7.17%
FMR LLC EEGhEEE R e

Note:  These companies are subsidiaries of Amcor Plc which is listed on both the New
York Stock Exchange and the Australian Securities Exchange.

Save as disclosed above, as at 31 December 2019, the Directors were
not aware of any other person (other than the Directors and the chief
executive of the Company) who had, or was deemed to have, interests
or short positions in the Shares or underlying Shares which would fall
to be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO.

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

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the listed securities of the Company during the year ended
31 December 2019.

DIRECTORS’ SERVICE CONTRACTS

None of the executive Directors has a fixed term of appointment but their
appointment can be terminated by either party by serving not less than
one month’s notice in writing. All non-executive Directors (including the
non-executive Chairman and the independent non-executive Directors) have

a fixed term of appointment of one or two years.
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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’ INTEREST IN CONTRACTS

Save and except for those disclosed under the paragraph headed “Related
party transactions” above, no transactions, arrangement or contracts of
significance to which the Company or any of its subsidiaries was a party and
in which a Director or an entity connected with a Director had a material
interest, whether directly or indirectly, subsisted at the end of the year or at

any time during the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Save as disclosed in the paragraph headed “Directors’ and chief executive’s
interests and short positions in the securities of the Company and its
associated corporations” under the section headed “Disclosure of interests”
above and in the section headed “Share option scheme” below, at no time
during the year were rights to acquire benefits by means of the acquisition
of shares in the Company granted to any Director, or their respective spouse
or minor children, or were any such rights exercised by them, or was the
Company, its holding company, or any of its subsidiaries a party to any
arrangement to enable the Directors to acquire such rights in any other body

corporate.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Old Share Option
Scheme”) on 10 March 2004 for the purpose of providing incentives and
rewards to eligible participants who contribute to the success of the Group.
The Old Share Option Scheme expired on 9 March 2014 and no further share
options can be granted under the Old Share Option Scheme.
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A new share option scheme (the “New Share Option Scheme”) was adopted
and approved by the Company at the annual general meeting of the
Company held on 12 June 2014. Eligible participants of the New Share Option
Scheme include any employees, directors of each member of the Group,
joint venture partners, contractors, agents or representatives, consultants,
advisers, suppliers, producers or licensors, customers, licensees of the Group
or any person who, in the sole discretion of the Board, has contributed or
may contribute to the Group. The New Share Option Scheme is effective for a
period of 10 years commencing on 16 June 2014 and up to 92,154,700 share
options entitling the holders thereof to subscribe for up to 92,154,700 shares

can be granted under the New Share Option Scheme.

The maximum number of shares issued and to be issued upon exercise of
the options granted and to be granted pursuant to the New Share Option
Scheme and any other share option schemes of the Group to each participant
(including both exercised and outstanding options) in any 12-month period
up to and including the date of grant of the options must not exceed 1% of

the total number of shares in issue.

Share options may be exercised in whole or in part in accordance with the
terms of the New Share Option Scheme at any time during a period to be
notified by the Board to each grantee provided that the period within which
the shares may be taken up under the share option must not be more than
10 years from the date of grant of the share option. There is no minimum
period for which the share option must be held or the performance targets

which must be achieved before the share option can be exercised.

The subscription price for the shares under the New Share Option Scheme
shall be determined by the Board in its absolute discretion provided that
such price shall not be less than the highest of (i) the closing price of the
shares as stated in the Stock Exchange’s daily quotations sheet on the date of
the grant of an option, (ii) the average closing price of the shares as stated in
the Stock Exchange’s daily quotations sheet for the five consecutive business
days immediately preceding the date of the grant, and (iii) the nominal value
of a share. A nominal consideration of HK$1.00 is payable on acceptance of

the grant of an option.
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No share option was granted under the New Share Option Scheme after its BT R R B E RN - SRR B ARE -
adoption. As such, the total number of shares available for issue under the UL E - RIEAERET S HBETHORG
New Share Option Scheme is 92,154,700 shares, representing approximately WEA92,154,7000% - (EARRBIRZZT—NF+
9.9% of the issued share capital of the Company as at 31 December 2019. ZRA=+—HKMBEETRAL.9% o TEREH
The following table shows the movements in the Company's share options RAFRIBEBRESERDERERNDRE
granted under the Old Share Option Scheme but remain outstanding during TR i 2 # )
the year:
Number of share options
BREHA
Closing price
per share
At Granted Exercised  Cancelled Lapsed At Exercise  immediately
Name or category 1 January during during during during 31 December priceper  hefore date
of grantee 2019 the year the year the year the year 2019 Exercise period share (Note) of grant
BR  REEH
RZB-0E RZZ-hE fEEs AHAIZ
ARARARER -A-H ERRlt  FRETE FRE® FRXM TSAST-B GRE (W) SRUHE
Directors
£z
Mr. Ge Su 168,285 - - - - 168,285 29 July 2012 to 27 July 2021 HKS3.64 HKS4.73
BRAL ZE-ZELACTARE 3BT 4T3
e ol e el
Mr. Liu Shun Fai 84,142 - - - - 84142 29 July 2012 to 27 July 2021 HKS3.64 HKS4.73
BRERE ZE-ZELACTARE 3BT AT
e ol e el
Sub-total 250427 - - - - 250427
et
Employees (other 1542522 - - - - 1542522 29 July 2012 to 27 July 2021 HK$3.64 HKS4.73
than Directors) in aggregate
[E8 (E2RMN) &5 ZE-ZEtRCThBE 3648 473BT
“EC-ELACT4R
Total 1794949 - - - - 1794949
ft
Note:  The exercise price of the share options is reduced from HK$4.72 per share to Wi BERARATAR-ZZE—=FA+=A%8112
HK$3.64 per share pursuant to the resolution passed at the annual general BRERBFRE LRBIARR  BRENT

meeting of the Company held on 13 June 2013. REHBR472ETHEEGRI 4B
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DONATIONS

For the year ended 31 December 2019, the Group made donations in the
amount of HK$28,000 to charitable organisations in Hong Kong and the PRC.

FINAL DIVIDEND

The Board recommended the payment of a final dividend of HK5.4 cents
per share for the year ended 31 December 2019 (2018: final dividend of
HK6.4 cents per share) to be payable to the shareholders of the Company
whose names appear on the register of members of the Company as at 30
June 2020. Subject to the approval of the Company’s shareholders at the
forthcoming annual general meeting of the Company to be held on 18 June
2020, the said final dividend will be paid to the Company’s shareholders
around 14 July 2020.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed during the following

periods:

1. from Monday, 15 June 2020 to Wednesday, 17 June 2020 (both days
inclusive), during which period no transfers of shares will be registered,
for ascertaining shareholders’ entitlement to attend and vote at the
forthcoming Annual General Meeting to be held on Thursday, 18 June
2020. In order to be eligible to attend and vote at the forthcoming
Annual General Meeting, all transfer shares of the Company
accompanied by the relevant share certificates and transfer forms must
be lodged with the Company's branch share registrar in Hong Kong,
Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong, not later than 4:00 p.m. on Friday, 12
June 2020; and

2. from Monday, 29 June 2020 to Tuesday, 30 June 2020 (both days
inclusive), during which period no transfers of shares will be registered,
for ascertaining shareholders’ entitlement to receive the proposed final
dividend for the year ended 31 December 2019. In order to be eligible to
receive the proposed final dividend, all transfer shares of the Company
accompanied by the relevant share certificates and transfer forms must
be lodged with the Company's branch share registrar in Hong Kong,
Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong, not later than 4:00 p.m. on Friday, 26
June 2020.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's articles
of association or the laws of the Cayman Islands, being 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.

PERMITTED INDEMNITY PROVISION

Subject to the applicable laws, every director and other officers of the
Company shall be entitled to be indemnified by the Company from and
against all actions, costs, charges, losses, damages and expenses which they
or any of them may incur in the execution and discharge of his or her duties
or in relation thereto pursuant to the Company's articles of association. Such
provisions were in force throughout the financial year ended 31 December

2019 and remained in force as of the date of this report.

The Group has also taken out and maintained directors’ liability insurance

throughout the year.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information 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 31 December 2019.

CORPORATE GOVERNANCE

Details of the corporate governance are set out in the section headed

“Corporate Governance Report” in this report.
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AUDIT COMMITTEE

The Company set up an audit committee (the "Audit Committee”) on 10
March 2004 for the purpose of reviewing and providing supervision on the
financial reporting process, risk management and internal control systems of

the Group.

The Committee comprises the three independent non-executive Directors

with Mr. Au Yeung Tin Wah, Ellis acting as Chairman.

The financial statements of the Group and of the Company for the year
ended 31 December 2019 together with the notes attached thereto have
been reviewed by the Audit Committee, which was of the opinion that such
statements complied with the applicable accounting standards, the Listing
Rules and legal requirements, and that adequate disclosures have been

made.

AUDITOR

RSM Hong Kong will retire and, being eligible, offer themselves for
re-appointment. A resolution for the re-appointment of RSM Hong Kong
as auditors of the Company is to be proposed at the forthcoming annual

general meeting.

There is no change in auditors of the Company since the first appointment
on 1 December 2003.

On behalf of the Board
Chan Chew Keak, Billy

Non-executive Chairman

Hong Kong, 15 May 2020
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To the shareholders of
AMVIG Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of AMVIG Holdings
Limited and its subsidiaries (the “Group”) set out on pages 99 to 210, which
comprise the consolidated statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss, the consolidated
statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2019,
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”), and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
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INDEPENDENT AUDITOR'S REPORT
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KEY AUDIT MATTERS

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

The key audit matter we identified is impairment assessment of goodwill.

Key Audit Matter
BRETEE

BRRENEE

MRETSESRBERMOEXEHE  RAY
AHGEMBRENETIRAEENEEH - &
EEBREAERMEARESGSMBREALEA
EARETERERN KMo EE=HEHR
BEMNEER BMRATCHERBSFTEEHE
AR ©

How our audit addressed the Key Audit Matter
BN ETNAREEZBERETER

Impairment assessment of goodwill

BB REE

Referring to note 17 to the consolidated financial statements, the
Group has goodwill of approximately HK$2,558 million attributable
mainly to the printing of cigarette packages cash-generating unit
("CGU"). Management is required to test goodwill at least annually
for impairment.

2GR EMBIRKRME7 ;K@?ﬁﬁmﬁzﬁwmmm%
T BERNEEeEKIRReEFEM ([ReEFEM]) -
BEAZVEFHHEBETRENH -

The recoverable amount of the printing of cigarette packages
CGU was based on a calculation of value in use which requires
management to make assumptions about the future including
forecast sales, profit margins and growth rates and to determine
an appropriate market discount rate. These estimates require
significant management judgement.

BREBEIRReEEELNL 2 ATREI SRR HENEREBER
® o ZEIEEREBEHRBIELRR - SFBAHE - 78
ERERER  WEFTHEE  THURE ZSHAEREEE
TR BRIV

Our procedures in relation to management’s impairment

assessment included:

B ER EREFEREZIZEF B

Assessing the mathematical integrity of the valuation model;

AHEAERA 2 BB TR

Assessing the reasonableness of the key assumptions based
on the CGU's historical performance, the current operating
environment and our knowledge of the industry;
ERNZREELEBMZEERE  BELLRENRRMY
TRZBEREFLERERR AR

Assessing the historical accuracy of management'’s previous
forecasts by comparing to past actual outcomes;

FRH BT ER &R EEIRE R TN E & EE
1

Assessing the appropriateness of the discount rate with the

assistance of our internal valuation specialists; and

ERFIABEEER 2 BB TRHEMRE ZEE N © &

Performing sensitivity analysis by considering the impact

of reasonably possible changes on key assumptions on the
recoverable amount of the CGU.

iﬁ@%)ﬁ%ﬁi?i S ATY O 88 2 RASRRER < & 32 Al
Egs EITRRE DT -
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OTHER INFORMATION

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

thereon.

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

thereon.

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

this regard.

RESPONSIBILITIES OF 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.

—NFEFH | Annual Report 2019
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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.

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

on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional 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.
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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.

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.
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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 Liu Eugene.

RSM Hong Kong
Certified Public Accountants

Hong Kong

15 May 2020
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For the year ended 31 December 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

[ 3 N\ 7/
=R b

BE-T-NF+-A=+—BILFE

2019 2018
ZE-NF —E-N\F
Note HK$'000 HKS$'000
Bt 5 FET FHET
Turnover =E S 6 2,407,532 2,502,665
Cost of goods sold SHE KR (1,710,508) (1,761,098)
Gross profit EX 697,024 741,567
Other income H A A 6 52,871 57,123
Gain on deemed disposal of an RIEL & — B & AR 2 e 33(a)
associate 35,403 =
Gain on disposal of a subsidiary HE—FNB ARz s 33(b) 19,557 =
Reversal of impairment losses B4 & 5 fE W5k IE 2 R E B 18
on trade receivables 39 76
Selling and distribution costs $HE R R (90,624) (85,405)
Administrative expenses THRAX (178,838) (178,163)
Other operating expenses HAb L2 F > (34,958) (70,689)
Finance costs A& KA 7 (88,377) (82,129)
Share of profits of associates FEAG B & R B A 58,751 64,060
Profit before tax Bl AT F 8 470,848 446,440
Income tax expenses FiSFiA X 1 (107,227) (119,315)
Profit for the year REERF 363,621 327,125
Attributable to: U&7 EAE
Owners of the Company ZAN/NIEZEDN 313,317 266,516
Non-controlling interests FEFE I 1R 2 50,304 60,609
Earnings per share BRER
- Basic (HK cents) — R GBAL) 12(a) 33.7 28.7
- Diluted (HK cents) —#58 OBl 12(b) N/A N/A
FER TiEA
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

e Bm AR

For the year ended 31 December 2019

E-NFT+ZA=+—HBItFE

2019 2018
—ZE-hF —E—)N\F
HKS$'000 HK$'000
FET FAT
Profit for the year REEEF 363,621 327,125
Other comprehensive income: Hh 2 EKE ¢
Items that may be reclassified to profit or loss:  FIEEF P EEam o HE -
Exchange differences on translating BREIMNDZER 2 FE K ZERE
foreign operations (65,260) (166,057)
Share of other comprehensive income FE(RE & QR H AL 2 E I E
of associates (14,653) (45,331)
Cash flow hedges IR &2
Change in fair value of hedging FRNEEZHHPIAZ
instruments arising during the year NEEE 17,580 7,209
Reclassification adjustments for ABRAEESHRTAZ
losses/(gains) relating to the hedging B8, () 2 EFH LR
instruments included in profit or loss T 422 (15,121)
18,002 (7912)
Other comprehensive income for the year, rEEHMEEKE
net of tax (B MBRBLE) (61,911) (219,300)
Total comprehensive income for the year AEEZENFAE 301,710 107,825
Attributable to: U&7 B
Owners of the Company PAN/NECIEZ SN 257,531 64,156
Non-controlling interests FE4%E 1) M 2 44,179 43,669
301,710 107,825
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
kra MR IR

At 31 December 2019

R-F-NF+=-_A=1—8H

I =

2019 2018
—Z-hF —E-)N\F
Note HK$’'000 HKS$'000
Fif FHx Fit
ASSETS BE
Non-current assets REBEE
Property, plant and equipment ME - BB KRR 14 854,361 662,469
Prepaid land lease payments TESHE i FRIE 15 - 156,263
Right-of-use assets ERAEEE 16 185,900 -
Goodwill BES 17 2,559,487 2,592,255
Interests in associates il - 18 762,579 863,647
Derivative financial instruments PTEEHMIA 27 = 12,553
Other non-current assets HtIERBEE 19 16,755 16,228
Total non-current assets FRBEERE 4,379,082 4,303,415
Current assets REBEE
Inventories 78 20 383,759 294,488
Trade and other receivables B 5 RE i EWFIE 21 603,296 651,498
Contract assets BHEE 22 1,257 37,157
Prepaid land lease payments FENHEE T HRIE 15 - 4,432
Prepayments and deposits B FIERIZS 21,298 46,205
Current tax assets REAFIAE B 16,755 13,007
Pledged bank deposits BIRIRIRITIER 23 6,970 6,896
Bank and cash balances RITMIRS R 23 1,173,482 1,270,781
2,206,817 2,324,464
Assets classified as held for sale PEABELHENEE 24 = 127,434
Total current assets REEERRE 2,206,817 2,451,898
TOTAL ASSETS EEBE 6,585,899 6,755,313
EQUITY s
Capital and reserves AR #E
Share capital [N 29 9,290 9,290
Reserves 1 31 3,740,357 3,654,700
Equity attributable to owners RNAREE NEGRES
of the Company 3,749,647 3,663,990
Non-controlling interests FE4E ) M A 2 292,062 324,773
Total equity A 4,041,709 3,988,763
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ERE IR R
2019 2018
—g-nF s
Note HK$’'000 HKS$'000
FifE T T
LIABILITIES &af&
Non-current liabilities FRBEE
Bank borrowings RITER 26 = 1,762,292
Derivative financial instruments PTEemMITA 27 = 4,458
Lease liabilities HEBRE 16 4,810 -
Deferred tax liabilities RIERIEE & 28 25,450 12,147
Total non-current liabilities kRBEEERE 30,260 1,778,897
Current liabilities REBAE
Trade and other payables B 5 R HAFER IR 25 956,838 909,005
Contract liabilities BHEE 22 1,430 5,084
Current tax liabilities REARIA A& 3,709 25,952
Bank borrowings RITER 26 1,549,091 -
Lease liabilities HEAR 16 2,862 -
Derivative financial instruments PTESHMIT A 27 = 17,496
2,513,930 957,537
Liabilities directly associated with ~ EESERIFEHEEE
assets classified as held for sale BEHEBNER 24 = 30,116
Total current liabilities REBAERAE 2,513,930 987,653
Total liabilities =Rtk 2,544,190 2,766,550
TOTAL EQUITY AND LIABILITIES EzkBERE 6,585,899 6,755,313
Net current (liabilities)/assets RE(8E) EEFE (307,113) 1,464,245
Total assets less current liabilities EEEERABEE 4,071,969 5,767,660
Approved by the Board of Directors on 15 May 2020 and are signed on its R-E-—FTERFAt+RBAESESSHETET
behalf by: FIREKRERE -
Ge Su Liu Shun Fai
E® ERE
Executive Director Executive Director
HITEF HITEF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2019

AN

w3

A5 S L a2

E/

X mant
mm &=

BE-P-NE+-A=+—AILFE

Attributable to owners of the Company

2P

ANTREAEL
Employee Foreign
share-based currency Non-
Share Share compensation ~ Hedging  translation Revaluation ~ Statutory  Retained controlling Total
capital  premium reserve reserve reserve reserve reserves profits Total interests equity
WRAA 2 FRAM
B RHEE EEMERE HHGRE NBIERR  EfER  iRER  REEY EH s EE4E
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TéEn  TER T TEn TR TER TR TER TER TR TR
At 1 January 2018 R=E-\¥-A-A 9290 251739 2489 (10090) 509347 8010 199375 1347,1% 3741978 316650 4058628
Total comprehensive income for the year IEFRENRLE - - - (7912)  (19%449) - 266516 64,156 43669 107825
Transfer from retained profits - Group ERERTET 158 - - - - - 6592 (659 = = =
Dividend paid for 2017 SH=F-tERE = = = = = = (67820) (67820) - (67820)
Dividend paid for 2018 (Note 13) THZE-NFRE (Hit3) - - - - - - (7434  (7434) - (74324)
Dividend paid to non-controling shareholders S FZEERIERRR S - - - - - - - - (3554 (35540)
Changes in equity for the year TEFRRE - - - 791 (194448) 6592 117780 (77.989) 813 (69:865)
At 31 December 2018 RZE-\FTZA=1-B 9290 2517392 2489 (18002) 314,899 8010 205967 1464976 3,663,990 324773 3988763
Total comprehensive income for the year TEERARRAE - - - 18002 (73789 - 33T 257,831 44179 301,710
Transfer from retained profits - Group ERARTEH -45E - - - - - 1811 (2181) - - -
Disposal of a subsidiary (Note 33(b) HE-FREAF (M) - - - - - - - - (34004)  (34,004)
Dividend paid for 2018 (Note 13) SR=B-NERE (Hik3) - - - - - - (59459)  (59459) - (59459)
Dividend paid for 2019 (Note 13) THZF-NERE (i) - - - - - - (1m415)  (112,415) - (112415
Dividend paid to non-controling shareholders X F7EERIERER S - - - - - - - - (42886)  (42886)
Changes in equity for the year TERERED - - - 18002 (73788) 2811 119632 85657  (32711) 52946
At 31 December 2019 RZF-7E+=A=1-B 9290 2,517,392 2,489 © W 8,010 27,778 1,584,608 3,749,647 292,062 4,041,709
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CONSOLIDATED STATEMENT OF CASH FLOWS

an\ E/Eui/mii%

For the year ended 31 December 2019 HEZ-NFT+A=1T—BILFE
2019 2018
—E-hF —N\F
Note HK$'000 HKS$'000
FifaE FHR FHT
CASH FLOWS FROM OPERATING ACTIVITIES RETBNRERE
Profit before tax B A A 470,848 446,440
Adjustments for: FATIEEEHAE -
Share of profits of associates FE GBS & R TR (58,751) (64,060)
Gain on deemed disposal of an associate WRIEHE — i E QR 2 W (35,403) -
Gain on disposal of a subsidiary HE—REMTB AR 2 Yt (19,557) =
Finance costs A& KR 88,377 82,129
Reversal of impairment losses on trade receivables B # 2 5 WA 2 BEEE (39) (76)
Write down of inventories HoRFE 2,713 3,194
Depreciation of property, plant and equipment ME - BELRRETE 68,609 76,571
Depreciation of right-of-use assets FREEENE 16,625 =
Impairment losses on property, plant and equipment M - WE REREBERERBE 1,732 =
Gain on derecognition of right-of-use assets RILERE AR E 2 s (463) -
Net loss/(gain) on disposals of property, plant and HEME - BERSEEZ
equipment TR (ER) 1,968 (518)
Net exchange loss I BB 7,147 67,226
Interest income FEUA (16,349) (15,281)
Amortisation of prepaid land lease payments TE{THE & 4 Hh IR 5E = 4,640
Operating profit before working capital changes Rt & BEESEBE 2 8L B A 527,457 600,265
Increase in inventories 7(? e ill (55,236) (45,705)
Decrease in trade and other receivables 5 K H A R GRIE R A 184,426 408,771
Decrease/(increase) in contract assets BHBERD (i) 35,900 (37,157)
Decrease/(increase) in prepayments and deposits FER A RigE R (1) 24,907 (2,254)
(Decrease)/increase in trade and other payables B SR HAFERFIE
CRLd), /1 (65,806) 72,889
(Decrease)/increase in contract liabilities BHBECRD) N (3,654) 5,084
Cash generated from operations BEEDELENRS 647,994 1,001,893
Income taxes paid AR (97,636) (103,766)
Withholding taxes paid SATEEL (34,409) (18,905)
Interest paid TRFE (1,474) =
Net cash generated from operating activities BEEDEENRE TR 514,475 879,222

104



—Z—NEFEEFHR | Annual Report 2019

CONSOLIDATED STATEMENT OF CASH FLOWS

FARSHER
2019 2018
—E-AF —F—)\F
Note HK$’000 HKS$'000
e FHT FHET
CASH FLOWS FROM INVESTING ACTIVITIES RETEBNRERE
Increase in pledged bank deposits BRI TETIE N (74) (4,498)
Purchases of property, plant and equipment BEYME  BEK&E (202,259) (158,077)
Payments of deposits for other assets HihBE 2 RN (15,213) (14,657)
Dividend received from associates SN S) 30,499 24,800
Proceeds from disposals of property, plant and HEYE - BRE R&HE
equipment FrS 3R 11,483 4,460
Interest received 2 U F & 16,349 15,281
Acquisition of a subsidiary W i — A1 ffT 8 2 &) 33(a) 100,713 =
Disposal of a subsidiary L E— B AR 33(b) 43,946 =
Acquisition of associates W g Bt = N ) - (670,000)
Net cash used in investing activities REEEFEAMNESFE (14,556) (802,691)
CASH FLOWS FROM FINANCING ACTIVITIES RMETHNRERE
Bank borrowings repaid ERIRITERK (1,390,000) (200,000
Bank borrowings raised EBRITERK 1,164,250 485,200
Interest paid X AFLE (74,576) (71,725)
Principal elements of lease payments HEMROERE IR (11,163) =
Proceeds from disposals of derivative financial HETES I EMSHIEA
instruments 23,766 -
Dividend paid to owners of the Company SRR RHEE ARE (171,874) (142,144)
Dividend paid to non-controlling shareholders A FEFE I AR AR B (42,886) (35,546)
Dividend paid to former equity holders of a subsidiary 32—} B A 7] A #E 25
FAEARE (76,998) -
Net cash (used in)/generated from financing activities ~ EEE/EE) (), ELEH
b (579,481) 35,785
NET (DECREASE)/INCREASE IN CASH AND CASH FReRALEEYN
EQUIVALENTS (R2) #hnEeE (79,562) 112,316
Effect of foreign exchange rate changes EREH o8 (18,631) (83,410)
CASH AND CASH EQUIVALENTS AT 1 JANUARY R—A—HWEERELEZEY 1,271,675 1,242,769
CASH AND CASH EQUIVALENTS RtTt-A=+t—-HBHWEER
AT 31 DECEMBER REEEY 1,173,482 1,271,675
ANALYSIS OF CASH AND CASH EQUIVALENTS RERRLEBYNSN
Bank and cash balances IRITRIR e 5% 1,173,482 1,270,781
Bank and cash balances included in assets classified as st AD B AFIEHENEE
held for sale RIRTT IR B 458 - 894
1,173,482 1,271,675
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GENERAL INFORMATION

AMVIG Holdings Limited (the “Company”) was incorporated as an
exempted company with limited liability in the Cayman Islands on 27
November 2003 under the Companies Law of Cayman Islands. The
address of its registered office is Century Yard, Cricket Square, Hutchins
Drive, P.O. Box 2681 GT, George Town, Grand Cayman, Cayman Islands,
British West Indies. The address of its principal place of business is Room
601-602, 6th Floor, COFCO Tower, 262 Gloucester Road, Causeway Bay,
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 41 to the consolidated financial

statements.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

(@) Application of new and revised Hong Kong Financial
Reporting Standards

The Hong Kong Institute of Certified Public Accountants has issued
a number of new and revised Hong Kong Financial Reporting
Standards (“HKFRSs”) that are first effective for annual periods
beginning on or after 1 January 2019. HKFRSs comprise Hong Kong
Financial Reporting Standards ("HKFRS"); Hong Kong Accounting
Standards ("HKAS"); and Interpretations.

Except as described below, the adoption of these new and revised
HKFRSs did not have any significant effect on the consolidated

financial statements for the current and/or prior accounting periods.

The Group has not early adopted any other standard, interpretation
or amendment that has been issued but is not yet effective for the

current accounting period.

—REH
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=E+-—AZTtHERBREHERFE
ERSHSTMKLREREERAAF -
H bl ACentury Yard, Cricket Square,
Hutchins Drive, P.O. Box 2681 GT, George
Town, Grand Cayman, Cayman Islands, British
West Indies o £ Z & it Bhb ik BB i i
BELITE2625R PR AE6E601-602F °
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(B2 P 1) MR BT o
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ZEBEBHNGEMBHRKRM TS -
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g
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2. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial

Reporting Standards (continued)

Impacts and changes in accounting policies of
application of HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current
accounting period. HKFRS 16 supersedes HKAS 17 Leases, and
the related interpretations, HK(IFRIC)-Int 4 Determining whether
an Arrangement contains a Lease, HK(SIC)-Int 15 Operating
Leases — Incentives and HK(SIC)-Int 27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. HKFRS 16
introduced a single accounting model for lessees, which requires
a lessee to recognise a right-of-use asset and a lease liability for all
leases, except for leases that have a lease term of 12 months or less

and leases of low-value assets.

Lessor accounting under HKFRS 16 is substantially unchanged from
HKAS 17. Lessors will continue to classify leases as either operating
or finance leases using similar principles as in HKAS 17. Therefore,
HKFRS 16 did not have an impact on leases where the Group is the
lessor. The lessor accounting requirements brought forward from

HKAS 17 are substantially unchanged.

HKFRS 16 also introduces additional qualitative and quantitative
disclosure requirements which aim to enable users of the financial
statements to assess the effect that leases have on the financial

position, financial performance and cash flows of an entity.

The Group has initially applied HKFRS 16 as from 1 January 2019.
The Group has elected to use the simplified transition approach and
has therefore recognised the cumulative effect of initial application
as an adjustment to the opening balance of equity at 1 January
2019. Comparative information has not been restated and continues
to be reported under HKAS 17.

A EHRRME

BRANHTR] R ARME R] BB B IS 3R
HEA(E)

(a) BRI REETEBYHRE

R (&)

P& BRI EERF 16551
BB REHFEE

AEERENSHHHEREREL
MBHREERE165% - BEEUBRE
ERE 16 B BT ERIF175%
HENERERE - B8 (BRMBRE
REZEG )RBEIRETLHRESR
BiEHE BB (FAREZES)R
BESHKLEHE - BERES (£R
RREZEg)RBE/ RIS RIEE
ERVARGZAR - BRMBRE
ERFE16RRABEASAE -G R
BER - 2RABEARAEHEER
EREEELHERE @ EHEHS12
BAKTZHEREEEEERE
ERAN o

FEEVBREENL 16 RABAE
AEEAF17FEOEAA S EE
AR HEABEEERRTE SR
ZRE 7R EUNRAUEHEED R
RBEIMERE - At - BERH

SREANF1REAEEREAAN
HEYEZE - AT BGAENE
1757 69 H A A & 5T R IR AR T R B+

BB HREEAE 165 T AR
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RAEAUGHRELENS 165 - A%
EEREECAHLEEE  BibEa
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A M RAME

2. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial

Reporting Standards (continued)

Impacts and changes in accounting policies of

application of HKFRS 16 Leases (continued)

Further details of the nature and effect of the changes to previous

accounting policies and the transition options applied are set out

below:

(a) New definition of a lease

108

The change in the definition of a lease mainly relates to the
concept of control. HKFRS 16 defines a lease on the basis of
whether a customer controls the use of an identified asset for a
period of time, which may be determined by a defined amount
of use. Control is conveyed where the customer has both the
right to direct the use of the identified asset and to obtain

substantially all of the economic benefits from that use.

The Group applies the new definition of a lease in HKFRS 16
only to contracts that were entered into or changed on or after
1 January 2019. For contracts entered into before 1 January
2019, the Group has used the transitional practical expedient
to grandfather the previous assessment of which existing
arrangements are or contain leases. Accordingly, contracts that
were previously assessed as leases under HKAS 17 continue
to be accounted for as leases under HKFRS 16 and contracts
previously assessed as non-lease service arrangements

continue to be accounted for as executory contracts.

BRANHTR] R ARME R] BB B IS 3R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial
Reporting Standards (continued)

Impacts and changes in accounting policies of
application of HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact

HKFRS 16 eliminates the requirement for a lessee to classify
leases as either operating leases or finance leases, as was
previously required by HKAS 17. Instead, the Group is required
to capitalise all leases when it is the lessee, including leases
previously classified as operating leases under HKAS 17, other
than those short-term leases and leases of low-value assets

which are exempt.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied the
incremental borrowing rates of the relevant group entities at

the date of initial application.

The weighted average incremental borrowing rate applied is
4.7%.

To ease the transition to HKFRS 16, the Group applied the
following recognition exemption and practical expedients at
the date of initial application of HKFRS 16:

(i) elected not to apply the requirements of HKFRS 16
in respect of the recognition of lease liabilities and
right-of-use assets to leases for which the remaining
lease term ends within 12 months from the date of initial
application of HKFRS 16, i.e. where the lease term ends on

or before 31 December 2019 and for low-value assets; and

(i) excluded initial direct costs from measuring the

right-of-use assets at the date of initial application.

A EHRRME
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2. ADOPTION OF NEW AND REVISED HONG KONG

110

FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial
Reporting Standards (continued)

Impacts and changes in accounting policies of
application of HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact

(continued)

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-use
assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to the

right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 Income Taxes requirements to right-of-use assets and
lease liabilities separately. Temporary differences relating to
right-of-use assets and lease liabilities are not recognised at
initial recognition and over the lease terms due to application

of the initial recognition exemption.

The following table reconciles the operating lease
commitments as at 31 December 2018 as disclosed in Note 38
to the opening balance for lease liabilities recognised as at 1

January 2019:

BRANHTR] R ARME R] BB B IS 3R
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A EHRRME

2. ADOPTION OF NEW AND REVISED HONG KONG 2. Bi# T R EIEFT BB KR

FINANCIAL REPORTING STANDARDS (continued) R ()
(a) Application of new and revised Hong Kong Financial (a) ERFFI REBTEBUIERE

Reporting Standards (continued)

Impacts and changes in accounting policies of
application of HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact

R (&)

P& BRI EERF 16551
BB REHFREE (&)

(b) AN BETBEIERBRZE

(continued) (&
HKS$'000
FAT
Operating lease commitments disclosed RZBE-N\F+ZA=+—HBZ
as at 31 December 2018 KR T BRI 42,465
Less: commitments relating to leases of W BEREERMEZREEEEZ
low-value assets exempt from capitalisation T E AR R AR (483)
41,982
Less: total future interest expenses W BEF SRS % (3.258)
Lease liabilities discounted using the weighted ~ A ZZ—NF— A —BER ZMNEFH
average incremental borrowing rate REERRMEUR 2 HEEE
recognised as at 1 January 2019 38,724
Of which are: Hep
Current lease liabilities MEEEEE 11,148
Non-current lease liabilities FRBEEAE 27,576
38,724

The right-of-use assets in relation to leases previously classified
as operating leases have been recognised at an amount equal
to the amount recognised for the remaining lease liabilities,
adjusted by the amount of any prepaid or accrued lease
payments relating to that lease recognised in the consolidated

statement of financial position at 31 December 2018.

ERDBRRKERE L HERBE
RREECEASRB T HERR
MERRL R SRR - Wikl
RZE-N\F+ZA=+—BZ
EMBHRRRERZHEERZE
AN SR HE N R REETTH
o
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A M RAME

2. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial

Reporting Standards (continued)

Impacts and changes in accounting policies of

application of HKFRS 16 Leases (continued)

112

(b) Lessee accounting and transitional impact

(continued)

So far as the impact of the adoption of HKFRS 16 on leases
previously classified as finance leases is concerned, the Group
is not required to make any adjustments at the date of initial
application of HKFRS 16, other than changing the captions for
the balances. Accordingly, instead of “Finance leases payables”,
these amounts are included within “Lease liabilities”, and the
depreciated carrying amount of the corresponding leased
assets is identified as right-of-use assets. There is no impact on

the opening balance of equity.

The following table summaries the impacts of the adoption of
HKFRS 16 on the Group's consolidated statement of financial

position:

BRANHTR] R ARME R] BB B IS 3R
HEA(E)

(a) BRI REETEBYHRE
R (&)

P& BRI EERF 16551
BB REHFREE (&)

(b) AN BT EERBREZE
(%)

ARABEV B RELENF 165
HEMPBABMEHENHENY
BME  AKERERARBERD
HREES - BBEERXEREENH
¥R RIS 1657 B fE K o
AR - Qi - [ENESREER
HIBB Bk HHRSEES
ATHERE] HENEEEE
MR EREEERN REREER
= - BESEHRELRZIE AR
@ .

TRBARAE BRI B RE ERE
T6sR B AR EB A A W HARKRZ

B/ 48 -
FE

Carrying amount Carrying
as at Recognition amount as at
Line items in the 31December 2018 Reclassification of leases 1 January 2019
consolidated statement of ~ ZHRMAFBHBHE R-B-NF R-E-NLF
financial position impacted ~ 28|5 16555 & 2 +=A=t-H —A-8
by the adoption of HKFRS 16 #R&HBMRKER : HNEREE ENE BIHE HEREE
HK$'000 HK$'000 HK$'000 HK$'000
T T T T
Assets EE
Right-of-use assets HREEE = 160,695 38724 199,419
Prepaid land lease payments ~ FERTAE L8 160,695 (160,695)" - -
Liabilities B
Lease liabilities HERME - - 38,724 38,724
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial
Reporting Standards (continued)

Impacts and changes in accounting policies of
application of HKFRS 16 Leases (continued)

(b) Lessee accounting and transitional impact
(continued)

(i)  Prepayments for leasehold lands in the People’s Republic of China
("PRC") were classified as prepaid land lease payments as at 31
December 2018. Upon application of HKFRS 16, the current and
non-current portion of prepaid land lease payments amounting to
approximately HK$4,432,000 and approximately HK$156,263,000
respectively were reclassified to right-of-use assets.

(c) Impact on the financial results and cash flows of the
Group

After the initial recognition of right-of-use assets and lease
liabilities as at 1 January 2019, the Group as a lessee is required
to recognise interest expense accrued on the outstanding
balance of the lease liability, and the depreciation of the
right-of-use asset, instead of the previous policy of recognising
rental expenses incurred under operating leases on a
straight-line basis over the lease term. This results in a positive
impact on the reported profit from operations in the Group's
consolidated statement of profit or loss, as compared to the

results if HKAS 17 had been applied during the year.

In the consolidated statement of cash flows, the Group as a
lessee is required to split rentals paid under capitalised leases
into their principal element and interest element (note 33(c)).
These elements are classified as financing cash outflows and
operating cash outflows respectively. Although total cash flows
are unaffected, the adoption of HKFRS 16 therefore results in
a significant change in presentation of cash flows within the

consolidated statement of cash flows (note 33(d)).

A EHRRME
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B MR I R

2. ADOPTION OF NEW AND REVISED HONG KONG 2. ¥

R R R RIERT BB MR
FINANCIAL REPORTING STANDARDS (continued) HER (&)
(a) Application of new and revised Hong Kong Financial (a) BRI REEITEBUNBRE
Reporting Standards (continued) R (4Z)
Impacts and changes in accounting policies of JEH & BRI IR EERE 1655
application of HKFRS 16 Leases (continued) ENZEREHEEZE (E)
(c) Impact on the financial results and cash flows of the (c) B KREBREELERIE LT
Group (continued) BECFE(E)
The following tables give an indication of the estimated TRETKNE B KR E %R
impact of the adoption of HKFRS 16 on the Group's financial FloHmEARNERHE—T—NEF
results and cash flows for the year ended 31 December 2019, T A=+ —BIFEZHEEE
by adjusting the amounts reported under HKFRS 16 in these KREeRE 2 hatwE  HERH
consolidated financial statements to compute estimates of BZERAVBHmERPRIER M
the hypothetical amounts that would have been recognised BHREEUNEI6RMER2 TR
under HKAS 17 if this superseded standard had continued Nt ERBEBGTENE 175
to apply in 2019 instead of HKFRS 16, and by comparing FERER Z (AT % & 88 (fWaZ X
these hypothetical amounts for 2019 with the actual 2018 RER IR BHBEHREEAZE 16
corresponding amounts which were prepared under HKAS 17. FRZT—NFEEER) UK
BT - NFrZERBEEME
- NFEREBEESSEFE 17
KRB BRI SEETLR -
2019 2018
ZE-NE Z3-N\F
Deduct:
Estimated
amounts
Add back: relatedto  Hypothetical Compared
Amounts HKFRS 16 operating  amounts for to amounts
reported  depreciation lease as if 2019asif  reported for
under  andinterest  under HKAS under 2018 under
HKFRS 16 expense 17 (note 1) HKAS 17 HKAS 17
Il
ARREHE

mE: ZftEER SE-afF E-TNF

REEE FRMEKRE  (BORE ZBReR® REESeH
BREREEN  ENEeR FEEHEN  (EOBE  E£UE0R
F16K2H  THHER F7%) BREHEN 28z
Pk NERX (H3E1) F17%) LR
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
- - Tin Fién Thr

Financial results for year ended 31 December REMERNBREENF 6%
2019 impacted by the adoption of HKFRS 16; PEIBEZT-NETZA
ST-RIEERCRBRE

Finance costs BERR (88,377) 1,474 - (86,903) (82,129)
Profit before tax B AR 470,848 18,099 (17,604) 471,383 446,440
Profit for the year REEET 363,621 18,099 (17,604) 364,116 307125
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2. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial
Reporting Standards (continued)

Impacts and changes in accounting policies of
application of HKFRS 16 Leases (continued)

(c) Impact on the financial results and cash flows of the
Group (continued)

A EHRRME

2. KT REBITERUHR
HEA(E)

(a) AT REBTEBUBRE
R (&)
P& BRI EERF 16551
BB REHFREE (&)
€ HAEBHEXRERTEE R

BoTE(E

2019 2018
—E-NF —E-)N\F

Estimated

amounts

related to

operating Hypothetical Compared
Amounts leasesasif amountsfor  toamounts
reported  under HKAS 2019 asif  reported for

under 17 (note 1 & under 2018 under
HKFRS 16 note 2) HKAS 17 HKAS 17
BRRERE
AT g

(BRE =F-AF H-T-)\F

BEER BFHGTEN 2BRLE RIEES

B R 58l Z17%)  CENRE SEHER|
F16REH (fE1& BASTER FI7RER
ZeH HaE2) F7H) ZEBHE
HK$'000 HK$'000 HK$'000 HKS'000
FEx FART FaR TET

Line items in the consolidated statement of ~ RIRMAE BB RS LS 1657
cash flows for year ended 31 December 2019 FE2HE-T—NE+_-A

impacted by the adoption of HKFRS 16: =T-BUEFEZEGARE
MERER
Cash generated from operations CETHELNHES
Interest element of lease rentals paid ENHERS 2 M EFHH
Net cash generated from operating activities & &EBELMBELFRE
Capital element of lease rentals paid ENHERE 2 E KRR
Net cash (used in)/generated from BEEY (FH)/ ELENES
financing activities R

647,994 (12,637) 635,357 1,001,893
(1,474) 1,474 = -
514,475 (11,163) 503,312 879,222
(11,163) 11,163 = =
(579,481) 11,163 (568,318) 35,785
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2.

3.
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ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

(@) Application of new and revised Hong Kong Financial
Reporting Standards (continued)

Impacts and changes in accounting policies of
application of HKFRS 16 Leases (continued)

(c) Impact on the financial results and cash flows of the
Group (continued)

Note 1: The “estimated amounts related to operating leases” is an
estimate of the amounts of the cash flows in 2019 that relate
to leases which would have been classified as operating leases,
if HKAS 17 had still applied in 2019. This estimate assumes that
there were no difference between rentals and cash flows and
that all of the new leases entered into in 2019 would have
been classified as operating leases under HKAS 17, if HKAS
17 had still applied in 2019. Any potential net tax effect is
ignored.

Note 2: In this impact table these cash outflows are reclassified from
financing to operating in order to compute hypothetical
amounts of net cash generated from operating activities and
net cash used in financing activities as if HKAS 17 still applied.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared in
accordance with all applicable HKFRSs. These consolidated financial
statements also comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and with the disclosure requirements of the Hong Kong

Companies Ordinance (Cap. 622).

In preparing these consolidated financial statements, the directors of the
Company have given careful consideration to the future liquidity of the
Group in light of the fact that the Group's current liabilities exceeded
its current assets by approximately HK$307,113,000 as at 31 December
2019. In the opinion of the directors of the Company, the Group will be
able to obtain new financing, additional financing or refinancing from
financial institutions by taking into account the Group's historical good
earnings and the carrying amount of its assets which have not been
pledged. Accordingly, the directors of the Company are of the opinion
that the Group will be able to meet liabilities as and when they fall
due within the next twelve months and these consolidated financial

statements have been prepared on a going concern basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

These consolidated financial statements have been prepared under
the historical cost convention, unless mentioned otherwise in the
accounting policies below (e.g. certain financial instruments that are

measured at fair value).

The preparation of consolidated financial statements in conformity
with HKFRSs 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 these consolidated financial statements are

disclosed in Note 4.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(a) Consolidation (continued)

118

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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Business combination 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

120

(b)

Business combination and goodwill (continued)

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.

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of an entity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable or
convertible, including potential voting rights held by other entities,
are considered when assessing whether the Group has significant
influence. In assessing whether a potential voting right contributes
to significant influence, the holder’s intention and financial ability

to exercise or convert that right is not considered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(c) Associates (continued)

Investment in an associate is accounted for in the consolidated
financial statements by the equity method and is initially recognised
at cost. Identifiable assets and liabilities of the associate 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 associate’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 the

consolidated profit or loss.

The Group's share of an associate’s post-acquisition profits or losses
and other comprehensive income is recognised in consolidated
statement of profit or loss and consolidated statement of profit or
loss and other comprehensive income. When the Group's share of
losses in an associate equals or exceeds its interest in the associate
(which includes any long-term interests that, in substance, form part
of the Group’s net investment in the associate), the Group does not
recognise further losses, unless it has incurred obligations or made
payments on behalf of the associate. If the associate 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 an associate that results in a
loss of significant influence represents the difference between (i)
the fair value of the consideration of the sale plus the fair value
of any investment retained in that associate and (ii) the Group's
entire carrying amount of that associate (including goodwill) and
any related accumulated foreign currency translation reserve. If
an investment in an associate becomes an investment in a joint
venture, the Group continues to apply the equity method and does

not remeasure the retained interest.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

122

(c) Associates (continued)

Unrealised profits on transactions between the Group and its

associates are eliminated to the extent of the Group's interests

in the associates. Unrealised losses are also eliminated unless

the

transaction provides evidence of an impairment of the asset

transferred. Accounting policies of associates have been changed

where necessary to ensure consistency with the policies adopted

by the Group.

(d) Fo
(i)

(i)

reign currency translation
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 ("HKS"),
which is the Company’s presentation currency. The functional
currency of the Company is Renminbi (‘RMB"). The Directors
consider that choosing HKS as the presentation currency best

suits the needs of the shareholders and investors.

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 measured.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. EEEFFHR (&)
(d) Foreign currency translation (continued) (d) IMNEH I (E)

(iii) B4R & AR B BF IR &

(iii) 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;

- 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

124

(e)

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. 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 CGU 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 CGU.

Value in use is the present value of the estimated future cash
flows of the asset/CGU. Present values are computed using pre-tax
discount rates that reflect the time value of money and the risks

specific to the asset/CGU whose impairment is being measured.

Impairment losses for CGUs are allocated first against the goodwill
of the unit and then pro rata amongst the other assets of the
CGU. 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.

Impairment of financial assets and contract assets

The Group recognises a loss allowance for expected credit losses
("ECL") on trade receivables and contract assets. The amount of ECL
is updated at each reporting date to reflect changes in credit risk

since initial recognition of the respective financial instrument.

The Group always recognises lifetime ECL for trade receivables and
contract assets. The ECL on these financial assets are estimated
using a provision matrix based on the Group's historical credit loss
experience, adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of both the current
as well as the forecast direction of conditions at the reporting date,

including time value of money where appropriate.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Impairment of financial assets and contract assets
(continued)

For all other financial instruments, the Group recognises lifetime
ECL when there has been a significant increase in credit risk since
initial recognition. However, if the credit risk on the financial
instrument has not increased significantly since initial recognition,
the Group measures the loss allowance for that financial instrument

at an amount equal to 12-month ECL.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of a financial instrument. In
contrast, 12-month ECL represents the portion of lifetime ECL that
is expected to result from default events on a financial instrument

that are possible within 12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument
has increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial instrument
at the reporting date with the risk of a default occurring on the
financial instrument at the date of initial recognition. In making this
assessment, the Group considers both quantitative and qualitative
information that is reasonable and supportable, including historical
experience and forward-looking information that is available
without undue cost or effort. Forward-looking information
considered includes the future prospects of the industries in which
the Group’s debtors operate, obtained from economic expert
reports, financial analysts, governmental bodies, relevant think-tanks
and other similar organisations, as well as consideration of various
external sources of actual and forecast economic information that

relate to the Group's core operations.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
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(f)

Impairment of financial assets and contract assets
(continued)

Significant increase in credit risk (continued)

In particular, the following information is taken into account when
assessing whether credit risk has increased significantly since initial

recognition:

- an actual or expected significant deterioration in the financial

instrument’s external (if available) or internal credit rating;

- significant deterioration in external market indicators of credit

risk for a particular financial instrument;

- existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant

decrease in the debtor’s ability to meet its debt obligations;

- an actual or expected significant deterioration in the operating

results of the debtor;

- significant increases in credit risk on other financial instruments

of the same debtor;

- an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s

ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk on a financial asset has increased
significantly since initial recognition when contractual payments are
more than 30 days past due, unless the Group has reasonable and

supportable information that demonstrates otherwise.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Impairment of financial assets and contract assets
(continued)

Significant increase in credit risk (continued)

Despite the foregoing, the Group assumes that the credit risk on
a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have
low credit risk at the reporting date. A financial instrument is

determined to have low credit risk if:
(i) The financial instrument has a low risk of default,

(i) The debtor has a strong capacity to meet its contractual cash

flow obligations in the near term, and

(iii) Adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of

the borrower to fulfil its contractual cash flow obligations.

The Group considers a financial asset to have low credit risk
when the asset has external credit rating of “investment grade”
in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating of
“performing”. Performing means that the counterparty has a strong

financial position and there is no past due amounts.

The Group regularly monitors the effectiveness of the criteria used
to identify whether there has been a significant increase in credit
risk and revises them as appropriate to ensure that the criteria are
capable of identifying significant increase in credit risk before the

amount becomes past due.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

128

(f)

Impairment of financial assets and contract assets
(continued)

Definition of default

The Group considers the following as constituting an event of
default for internal credit risk management purposes as historical
experience indicates that receivables that meet either of the

following criteria are generally not recoverable:

- when there is a breach of financial covenants by the

counterparty; or

- information developed internally or obtained from external
sources indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into account any

collaterals held by the Group).

Irrespective of the above analysis, the Group considers that default
has occurred when a financial asset is more than 90 days past due
unless the Group has reasonable and supportable information
to demonstrate that a more lagging default criterion is more

appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that
have a detrimental impact on the estimated future cash flows of
that financial asset have occurred. Evidence that a financial asset
is credit-impaired includes observable data about the following

events:

- significant financial difficulty of the issuer or the counterparty;

— a breach of contract, such as a default or past due event;

- the lender(s) of the counterparty, for economic or contractual
reasons relating to the counterparty’s financial difficulty, having

granted to the counterparty a concession(s) that the lender(s)

would not otherwise consider;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Impairment of financial assets and contract assets
(continued)

Credit-impaired financial assets (continued)

- it is becoming probable that the counterparty will enter

bankruptcy or other financial reorganisation; or

- The disappearance of an active market for that financial asset

because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is information
indicating that the debtor is in severe financial difficulty and there
is no realistic prospect of recovery, including when the debtor
has been placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the amounts
are over two years past due, whichever occurs sooner. Financial
assets written off may still be subject to enforcement activities
under the Group's recovery procedures, taking into account legal
advice where appropriate. Any recoveries made are recognised in

profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default,
loss given default (i.e. the magnitude of the loss if there is a default)
and the exposure at default. The assessment of the probability of
default and loss given default is based on historical data adjusted
by forward-looking information as described above. As for the
exposure at default, for financial assets, this is represented by the

assets’ gross carrying amount at the reporting date.

For financial assets, the ECL are estimated as the difference between
all contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects to

receive, discounted at the original effective interest rate.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

130

(f)

Impairment of financial assets and contract assets
(continued)

Measurement and recognition of ECL (continued)

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime ECL in the previous
reporting period, but determines at the current reporting date
that the conditions for lifetime ECL are no longer met, the Group
measures the loss allowance at an amount equal to 12-month ECL
at the current reporting date, except for assets for which simplified

approach was used.

The Group recognises an impairment gain or loss in profit or loss for
all financial instruments with a corresponding adjustment to their

carrying amount through a loss allowance account.

Revenue and other income

Revenue is recognised when control over a product or service
is transferred to the customer, at the amount of promised
consideration to which the Group is expected to be entitled,
excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and is after

deduction of any trade discounts.

Revenue from the sale of cigarette packaging products and paper
products is recognised when control of the goods has transferred,
being when the goods have been delivered to the customer who
has confirmed acceptance. A receivable is recognised by the Group
when the customer has confirmed acceptance of the products and
the Group has issued invoices to the customer, as this is the point
in time at which the right to consideration becomes unconditional,

as only the passage of time is required before payment is due.

Interest income is recognised as it accrues using the effective
interest method. For financial assets measured at amortised cost
or fair value through other comprehensive income (“FVTOCI")
(recycling) that are not credit-impaired, the effective interest rate
is applied to the gross carrying amount of the asset. For credit
impaired financial assets, the effective interest rate is applied to the
amortised cost (i.e. gross carrying amount net of loss allowance) of

the asset.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

Revenue and other income (continued)

Subcontracting fee income is recognised at the point of time when
the cigarette packaging products manufactured on behalf of the
buyer are delivered and the buyer has confirmed the acceptance of
the products.

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 relating to the purchase of assets are recorded
as deferred income and recognised in profit or loss on a straight-line
basis over the useful lives of the related assets.

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.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

132

(i)

Borrowing costs (continued)

All other borrowing costs are recognised in profit or loss in the

period in which they are incurred.

Research and development expenditure

Expenditure on research activities is recognised as an expense in

the period in which it is incurred.

Employee benefits

(i)

(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.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

U]

Employee share-based compensation benefits

The Group issues employee share-based compensation benefits to

certain directors and employees.

Employee share-based compensation benefits to directors and
employees are measured at the fair value (excluding the effect of
non market-based vesting conditions) of the equity instruments
at the date of grant. The fair value determined at the grant date of
the employee share-based compensation benefits is expensed on
a straight-line basis over the vesting period, based on the Group's
estimate of shares that will eventually vest and adjusted for the

effect of non market-based vesting conditions.

(m) 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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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m) Taxation (continued)

134

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary

difference will not reverse in the foreseeable future.

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 leasing transactions
in which the Group recognises the right-of-use assets and the
related lease liabilities, the Group first determines whether the tax
deductions are attributable to the right-of-use assets or the lease

liabilities.

For leasing transactions in which the tax deductions are attributable
to the lease liabilities, the Group applies HKAS 12 requirements
to right-of-use assets and lease liabilities separately. Temporary
differences relating to right-of-use assets and lease liabilities are not
recognised at initial recognition and over the lease terms due to

application of the initial recognition exemption.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(m

) 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.

Property, plant and equipment

Property, plant and equipment including buildings held for use in
the production or supply of goods or services, or for administrative
purposes (other than properties under construction as described
below), 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.

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

lives are as follows:

Buildings 20 - 40 years
Leasehold improvements 3 - 10 years
Plant and machinery 3 - 20 years
Office equipment 3 - 10 years
Motor vehicles 5-10 years

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

period.
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(n)

Property, plant and equipment (continued)

Construction in progress represents buildings under construction
and plant and machinery pending installation, and is stated at cost
less impairment losses. Depreciation begins when the relevant

assets are available for use.

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.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using the weighted average 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.

Contract assets and contract liabilities

Contract asset is recognised when the Group recognises revenue
before being unconditionally entitled to the consideration under
the payment terms set out in the contract. Contract assets are
assessed for ECL in accordance with the policy set out in note
3(f) and are reclassified to receivables when the right to the

consideration has become unconditional.

A contract liability is recognised when the customer pays
consideration before the Group recognises the related revenue.
A contract liability would also be recognised if the Group has an
unconditional right to receive consideration before the Group
recognises the related revenue. In such cases, a corresponding

receivable would also be recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

Contract assets and contract liabilities (continued)

For a single contract with the customer, either a net contract
asset or a net contract liability is presented. For multiple contracts,
contract assets and contract liabilities of unrelated contracts are not

presented on a net basis.

When the contract includes a significant financing component,
the contract balance includes interest accrued under the effective

interest method.

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

immediately in profit or loss.

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

received.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
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(q)

Recognition and derecognition of financial instruments
(continued)

The Group derecognises financial liabilities when, and only when,
the Group's obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable, including
any non-cash assets transferred or liabilities assumed, is recognised

in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation
or convention in the marketplace. All recognised financial assets are
measured subsequently in their entirety at either amortised cost or

fair value, depending on the classification of the financial assets.

Equity investments

An investment in equity securities is classified as FVTPL unless
the equity investment is not held for trading purposes and
on initial recognition of the investment the Group makes an
election to designate the investment at FVTOCI (non-recycling)
such that subsequent changes in fair value are recognised in
other comprehensive income. Such elections are made on an
instrument-by-instrument basis, but may only be made if the
investment meets the definition of equity from the issuer’s
perspective. Where such an election is made, the amount
accumulated in other comprehensive income remains in the fair
value reserve (non-recycling) until the investment is disposed of.
At the time of disposal, the amount accumulated in the fair value
reserve (non-recycling) is transferred to retained profits. It is not
recycled through profit or loss. Dividends from an investment in
equity securities, irrespective of whether classified as at FVTPL or

FVTOCI, are recognised in profit or loss as other income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

Trade and other receivables

A receivable is recognised when the Group has an unconditional
right to receive consideration. A right to receive consideration
is unconditional if only the passage of time is required before
payment of that consideration is due. If revenue has been
recognised before the Group has an unconditional right to receive

consideration, the amount is presented as a contract asset.

Receivables are stated at amortised cost using the effective interest

method less allowance for credit losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts that 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 for the purpose of the consolidated statement of cash

flows. Cash and cash equivalents are assessed for ECL.

Non-current assets held for sale

Non-current assets or disposal groups are classified as held for sale
if their carrying amount will be recovered principally through a
sale transaction rather than through continuing use. This condition
is regarded as met only when the sale is highly probable and the
asset or disposal group is available for immediate sale in its present
condition. The Group must be committed to the sale, which should
be expected to qualify for recognition as a completed sale within

one year from the date of classification.

Non-current assets or disposal groups classified as held for sale are
measured at the lower of the asset’s or disposal group’s previous

carrying amount and fair value less costs to sell.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(v) 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.

(w) Derivative financial instruments and hedge accounting

140

Derivatives are initially recognised at fair value at the date a
derivative contract is entered into and are subsequently remeasured

to their fair value at the end of each reporting period.

The Group designates certain derivatives as hedging instruments
in respect of foreign currency risk and interest rate risk in cash flow

hedges.

If a hedging relationship ceases to meet the hedge effectiveness
requirement relating to the hedge ratio but the risk management
objective for that designated hedging relationship remains the
same, the Group adjusts the hedge ratio of the hedging relationship
(i.e. rebalances the hedge) so that it meets the qualifying criteria

again.

At the inception of the hedge relationship, the Group documents
the relationship between the hedging instrument and the
hedged item, along with its risk management objectives and its
strategy for undertaking various hedge transactions. Furthermore,
at the inception of the hedge and on an ongoing basis, the
Group documents whether the hedging instrument is effective
in offsetting changes in fair values or cash flows of the hedged
item attributable to the hedged risk, which is when the hedging
relationships meet all of the following hedge effectiveness

requirements:
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(w) Derivative financial instruments and hedge accounting

(continued)

there is an economic relationship between the hedged item

and the hedging instrument;

the effect of credit risk does not dominate the value changes

that result from that economic relationship; and

the hedge ratio of the hedging relationship is the same as that
resulting from the quantity of the hedged item that the Group
actually hedges and the quantity of the hedging instrument
that the Group actually uses to hedge that quantity of hedged

item.

Cash flow hedges

The effective portion of changes in the fair value of derivatives
and other qualifying hedging instruments that are designated and
qualify as cash flow hedges is recognised in other comprehensive
income and accumulated under the heading of hedging reserve,
limited to the cumulative change in fair value of the hedged
item from inception of the hedge. The gain or loss relating to the
ineffective portion is recognised immediately in profit or loss, and
the gain and loss are included in the “other income” and “other

operating expenses” respectively.

Amounts previously recognised in other comprehensive income
and accumulated in equity are reclassified to profit or loss in the
periods when the hedged item affects profit or loss, in the same
line as the recognised hedged item. However, when the hedged
forecast transaction results in the recognition of a non-financial
asset or a non-financial liability, the gains and losses previously
recognised in other comprehensive income and accumulated
in equity are removed from equity and included in the initial
measurement of the cost of the non-financial asset or non-financial
liability. This transfer does not affect other comprehensive income.
Furthermore, if the Group expects that some or all of the loss
accumulated in the hedging reserve will not be recovered in the

future, that amount is immediately reclassified to profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
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(w)

Derivative financial instruments and hedge accounting
(continued)

Cash flow hedges (continued)

The Group discontinues hedge accounting only when the hedging
relationship (or a part thereof) ceases to meet the qualifying criteria
(after rebalancing, if applicable). This includes instances when the
hedging instrument expires or is sold, terminated or exercised. The
discontinuation is accounted for prospectively. Any gain or loss
recognised in other comprehensive income and accumulated in
hedging reserve at that time remains in equity and is reclassified
to profit or loss when the forecast transaction occurs. When a
forecast transaction is no longer expected to occur, the gain or loss
accumulated in hedging reserve is reclassified immediately to profit

or loss.

Trade and other payables

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.

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.

Equity instruments

Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(aa)Leases

At inception of a contract, the Group assesses whether the
contract is, or contains, a lease. A contract is, or contains, a lease
if the contact conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. Control
is conveyed where the customer has both the right to direct the
use of the identified asset and to obtain substantially all of the

economic benefits from that use.

The Group as a leasee

Policy applicable from 1 January 2019

Where the contract contains lease component(s) and non-lease
component(s), the Group has elected not to separate non-lease
components and accounts for each lease component and any
associated non-lease components as a single lease component for

all leases.

At the lease commencement date, the Group recognises a
right-of-use asset and a lease liability, except for short-term
leases that have a lease term of 12 months or less and leases of
low-value assets which, for the Group are primarily laptops and
office furniture. When the Group enters into a lease in respect of a
low-value asset, the Group decides whether to capitalise the lease
on a lease-by-lease basis. The lease payments associated with those
leases which are not capitalised are recognised as an expense on a

systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially
recognised at the present value of the lease payments payable
over the lease term, discounted using the interest rate implicit
in the lease or, if that rate cannot be readily determined, using a
relevant incremental borrowing rate. After initial recognition, the
lease liability is measured at amortised cost and interest expense
is calculated using the effective interest method. Variable lease
payments that do not depend on an index or rate are not included
in the measurement of the lease liability and hence are charged to

profit or loss in the accounting period in which they are incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(aa) Leases (continued)

144

The Group as a leasee (continued)

Policy applicable from 1 January 2019 (continued)

The right-of-use asset recognised when a lease is capitalised is
initially measured at cost, which comprises the initial amount
of the lease liability plus any lease payments made at or before
the commencement date, and any initial direct costs incurred.
Where applicable, the cost of the right-of-use assets also includes
an estimate of costs to dismantle and remove the underlying
asset or to restore the underlying asset or the site on which it is
located, discounted to their present value, less any lease incentives
received. The right-of-use asset is subsequently stated at cost less

accumulated depreciation and impairment losses.

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end of the
lease term are depreciated from commencement date to the end
of the useful life. Otherwise, right-of-use assets are depreciated on
a straight-line basis over the shorter of its estimated useful life and

the lease term.

Refundable rental deposits paid are accounted under HKFRS 9
and initially measured at fair value. Adjustments to fair value at
initial recognition are considered as additional lease payments and

included in the cost of right-of-use assets.

The lease liability is remeasured when there is a change in future
lease payments arising from a change in an index or rate, or there
is a change in the Group's estimate of the amount expected to
be payable under a residual value guarantee, or there is a change
arising from the reassessment of whether the Group will be
reasonable certain to exercise a purchase, extension or termination
option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the
right-of-use asset, or is recorded in profit or loss if the carrying

amount of the right-of-use asset has been reduced to zero.

The Group presents right-of-use assets and lease liabilities

separately in the consolidated statement of financial position.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(aa) Leases (continued)

The Group as a leasee (continued)
Policy prior to 1 January 2019

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.

(ab) 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.

Where 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.

(ac) 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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4. KEY ESTIMATES
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The key assumptions concerning the future, and other key sources of

esti

mation 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.

(a)

Property, plant and equipment and depreciation

The Group determines the estimated useful lives and 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 or 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 2019 was approximately HK$854,361,000 (2018:
HK$662,469,000).

Impairment assessment of goodwill

Determining whether goodwill is impaired requires an estimation of
the value in use of the CGU 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 CGU 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
approximately HK$2,559,487,000 (2018: HK$2,592,255,000). Details
of the Group's goodwill are stated in Note 17 to the consolidated

financial statements.
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4. KEY ESTIMATES (continued)

(c)

Impairment loss on trade and other receivables and
contract assets

Management of the Group estimates the amount of impairment
loss for ECL on trade and other receivables and contract assets
based on the credit risk of trade and other receivables and contract
assets. The amount of the impairment loss based on ECL model
is measured as the difference between all contractual cash flows
that are due to the Group in accordance with the contract and all
the cash flows that the Group expects to receive, discounted at
the effective interest rate determined at initial recognition. Where
the future cash flows are less than expected, or being revised
downward due to changes in facts and circumstances, a material

impairment loss may arise.

During the year ended 31 December 2019, reversal of impairment
losses on trade receivables of approximately HK$39,000 (2018:
HK$76,000) was made.

Allowance for inventories and net realisable value of
inventories

Allowance for inventories is made based on the aging 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 year in which such estimate
has been changed. For the year ended 31 December 2019,
allowance for slow-moving inventories amounted to approximately
HK$2,713,000 (2018: HK$3,194,000) was made.

Net realisable value of inventories is the estimated selling price in
the ordinary course of business, less estimated costs of completion
and selling expense. These estimates are based on the current
market condition and the historical experience of manufacturing
and selling products of similar nature. It could change significantly
as a result of changes in customer's taste and competitor's actions
in response to serve industry cycles. The Group will reassess the

estimates by the end of each reporting period.

A EHRRME

4, EEMHF(E)

(c)

BESREMBWHREARENEERE
Z BRI S
AEEEEERER S MH M EYK
BRAEHNEENEERRGEEES R
HiEEFRBERANEENTRYEER
BEAEBESR REBEHEES
BEIGENRESRESEDRES
HTENAEENGNRSRELR
EASEBHRE RS RERRE (A
MRERFEE 2 BRNKER) 2%
Bt E - WARRSREERTES
KAFTERBRAE(CTm TH - AATRE
A EXRERBE

BE_Z—NWF+-_A=+—HItHF
E BESEWREREESERR S
#9/539,0008 7T (ZZF— A\ : 76,0007
JT) ©

FERBREFETREFRE

FERBEDNIRTEE 2R Kbt &
BRENR BECENTIHEEE
EHET R - BERRNERERE
RIS PGS - AlEAEEAETER
ZEFRENFEAFENREER
BB BB  BE_T—NFT
ZA=T—RLEFE FEBHIE
HEREHA2,713,0008 T (ZF—N
F $3,194,000%7T) ©

FRzAZRFEERATEBKBES
ZEFFEBRMEE TR ZRARIEE
X - ZEMAREBEEEMRREE
MEERBEMmIBERRME X
EREFMARBELBFETREY
TEARELH 2 THMEEREE -
7R (B 1 10 % e o HA P A4S SR T AT
[CEAACTI
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4. KEY ESTIMATES (continued)

(e) Income taxes

The Group is subject to income tax in several jurisdictions.
Significant estimates are required in determining the provisions for
income taxes and deferred tax. 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$107,227,000 (2018:
HK$119,315,000) of income tax was charged to profit or loss.

5. FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks, including

foreign currency 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 the potential

adverse effects on the Group's financial performance. The Directors have

established management policies, guidelines and control procedures to

manage the Group's exposure to such risks.

(@) Foreign currency risk

148

The Group has certain exposure to foreign currency risk as some
of its business transactions, assets and liabilities are denominated
in currencies other than the functional currency of respective
Group entities, such as HKS and United States dollars (“USD"). 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.

4.

EE2MF(E)
(e) FriSHL

AEBEZHEHEAREER MG
Tt o BT FTE B IR T B I8 2 5 b5
REETZTHETRENGFIE - EAR
BEBBEFBEREXGRTHE  H
BRENBRBEREFENEEE o W&
ZEMBFENRREREZ VL
MEeBEFTER  AZREZREEHE
HEAMNREH RIELER B REE
ERE - £ - 49107,227,0008 7L (=
T — )\ 119,315,000/ 70) Z Fr{3H%
ETAE B8 o

B B e IR

AEBEHEERHERBYBRR &
wINERRR - FERR  RBESER N
MERRE - AEEZERBRREETEE
AREBMTSEARBRAZEARZRERLEE
BREHSAEEVBERAZEETINEE -
EFCRVERERR - 535 REGIRFIA
BEEAKERHEHNZFER

(a) FMEEmELBR

HRAKEETERRS  BEREA
BEAEEASEERDETE NI
g% (mETkET([%T]))FHE
BARBEEYEE THERR - AEE
BRI S HEMINERS BER
BEMNINEEHBEK - AREKET Y]
ERHEINERBKF  UBREFE
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A EHRRME

5. FINANCIAL RISK MANAGEMENT (continued) 5. BIERKRER (&

(@) Foreign currency risk (continued)

At 31 December 2019, if the RMB had weakened 2% (2018: 5%)
against HKS and USD with all other variables held constant, the
impact on consolidated profit after tax are summarised in the
following table. The sensitivity analysis includes outstanding foreign
currency denominated monetary items and adjusts their translation
at the year end for a 2% (2018: 5%) change in foreign currency
rates. A positive number indicates an increase in consolidated profit
after tax and negative number indicates a decrease in consolidated
profit after tax. If the RMB had strengthened 2% (2018: 5%) against
HKS and USD with all other variables held constant, there would be

an equal and opposite impact on consolidated profit after tax.

(a) SRR (&)

RZZE-—NE+ZA=+—8 " A
REHEBTRETRBE2%(ZE—N
F:5%) BIEMABEMEHEFT
B HEGREMEEN 2 ZER TR
oo BRI D AT B IR R KR INEE
EEIEE  WRFRHE2%(ZF—N
Fsw)ZINEEREFHBELIRE -
FEHBERRAREBREFEN - A
TERERBBFIRD o WARE LS
TLRETHE2%(ZZF—NF :5%)
BREABEMBATEEARRIFIIE - 1§
HIZEBBENEEXRSEMmTE -

Impact of HK$ Impact of USD
BT En¥
2019 2018 2019 2018
=EB-hF - N\F ZEB-hF —T)N\F
HK$’000 HK$'000 HK$'000 HK$'000
F#&T FHT F#&T FHT
Consolidated profit after tax ERETIE =T (27,503)® (87,316)" 307 7240

(i)  This is mainly a result of net foreign exchange loss on bank and cash
balances, other payables and bank borrowings denominated in HKS.

(i)~ This is mainly a result of net foreign exchange gain on bank and cash
balances and other payables denominated in USD.

() UWFEBIBERNBTHEZRITERES
e EEARBERRITERZERL
ESHRFFEPTEL ©

(i) WFEBIEHMARTIHEZRITRAS

AR I EL M A FRIR 2 BB S U s RR T
B o
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5. FINANCIAL RISK MANAGEMENT (continued) 5. IERRERE (&)

(@) Foreign currency risk (continued)

At 31 December 2019, if the RMB had weakened/strengthened
2% (2018: 5%) against HKS with all other variables held constant,
the impact on the equity are summarised in the following table.
The sensitivity analysis includes outstanding foreign currency
denominated derivative instruments and adjusts their translation at
the year end for a 2% (2018: 5%) change in foreign currency rates.
A positive number indicates an increase in the equity and negative

number indicates a decrease in the equity.

) SRR (4F)

RZZE-—NE+ZA=+—8 " A
REHEABTRETEREBE,FE2%(=
T—)\F :5%)  BRABEMEHE
BFAAE  HRmZVERTRBM -
I B E D TR IE R H I INE T E LT
ATA  WRFRE2%(ZT—/\F :
5%) 2 SMNETE RSB AR ERE - EH
FERESIEN  BEBERESRD o

RMB had weakened RMB had strengthened
ARWERE AR¥AE
2019 2018 2019 2018
—E-hE ZZT-N\F ZZE-AEFE ZZ=)N\F
HK$'000 HK$'000 HK$'000 HKS$'000
FHERT TET FHET TET
The equity e - (40,504t - 39,418™

(iii) ~ This was a result of the fair values loss of the derivative instruments for
cash flow hedges.

(iv)  This was a result of the fair values gain of the derivative instruments for
cash flow hedges.
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5. FINANCIAL RISK MANAGEMENT (continued)
(b) Credit risk

Credit risk is the risk that a counterparty will not meet its obligations
under a financial instrument or customer contract. The Group's
credit risk is primarily attributable to its trade receivables and

contract assets.

Customer credit risk on trade receivables and contract assets is
managed by each business unit subject to the Group's established
policy, procedures and control relating to customer credit risk
management. Individual credit evaluations are performed on all
customers requiring credit over a certain amount. These evaluations
focus on the customer’s past history of making payments when
due and current ability to pay, and take into account information
specific to the customer as well as pertaining to the economic
environment in which the customer operates. Trade receivables and
contract assets are due within one month to three months from the
date of billing. Debtors with balance that are more than six months
past due are requested to settle all outstanding balances before
any further credit is granted. Normally, the Group does not obtain

collateral from customers.

The Group measures loss allowances for trade receivables and
contract assets at an amount equal to lifetime ECL, which is
calculated using a provision matrix. As the Group’s historical
credit loss experience does not indicate significantly different loss
patterns for different customer segments, the loss allowance based
on past due status is not further distinguished between the Group's
different customer bases. The ECL for trade receivables and contract

assets are assessed to be very minimal.

Expected loss rates are based on actual loss experience over the
past 3 years. These rates are adjusted to reflect differences between
economic conditions during the period over which the historical
data has been collected, current conditions and the Group's view of

economic conditions over the expected lives of the receivables.

A EHRRME

5. UBEBRER (&)
(b) FERER

FERREHFHIEZLIBTERIA
XXFPAMNBTEEMIIBZER °
AEENEERREIEREEESE
WHERANEE °

BEEBELEAEBERBENERPE
ERREENEE  BFREERR
T ERRSRRFEAREHEER
FEERR - EEXKFBEETEER
EENEF  HAETEAEER

i o ZEFEETREFPBEREKN
B HA B 19 28 SRRC 8% & B AT RO SE XA

h XEREFHNHEERMARETR
LEMRKERE - B RUGRER
BREEAREEZRARE—ZE=AR
FH - RBMEENEANEREA
ARXNAARBERBR  TiaE
REMFEIMEE - —RMF - A&EE
REREFREEN® -

AEBERBEN2HEHEEEEY
SHEAEBESRUAEARGNEEN
BIERE  FRSRNERBRERER
AESE  dHRAEEBENEES
BAYRRTRAETFDBBREATRH
BiEEN - ERNBBRRENEREE
TefE—FINAEBETRAEPERZ
RE—FRD - Kt - BEHEKK
HEAHWBEENRIERERE )

BHERXDREBEIFNERE
BRBEH ZELESELFEN
[ BR 2 % 5 S BUE Y B R O AR 07 AR
S BRI R AN R B S R KOR TR
HHRNEERRNBHNESR -
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A M RAME

5. FINANCIAL RISK MANAGEMENT (continued)
(b) Credit risk (continued)

5. UBEBRER (&)
) FERERE (&)

The Group has no significant concentration of credit risk, with

exposure spread over a number of counterparties and customers.

The credit risk on pledged bank deposits and bank and cash

balances is limited because the counterparties are well-established

financial institutions.

(c) Liquidity risk

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.

The maturity analysis based on contractual undiscounted cash flows

of the Group's non-derivative financial liabilities is as follows:

AEENWBEAKTEERR - B
RBEDBMERZHFHRERS -

Eﬁﬁﬁﬁf ANRIRITRIREHEHZ
SERBRER  AAHFHAEME
m@m%%o

AEE LR
AEEZBRATHERRERTER

ZnBESHE - UHREERSRIA
ENEHEERERDESTEZR
L

ERAEEFETECRBES LR
BREREZFNPAHHMOT :

Less than Between 1 Between 2
1year and2years andb5 years Total
—Fx —E@F —ZIF @it
HK$’000 HK$'000 HK$’000 HK$’000
FHET FTHERT FHER FHET
At 31 December 2019 R-ZE—h&E
+t=A=+—-~8
Bank borrowings RITEK 1,614,934 = = 1,614,934
Trade and other payables B 5 Kk EAth FE T 5018 956,838 - - 956,838
Lease liabilities HEBE 3,146 2,313 2,730 8,189
At 31 December 2018 RZZE—)\F
+=A=+—H
Bank borrowings RITER 67,026 1,791,028 = 1,858,054
Trade and other payables B 5 &k E A 5RIE 909,005 = = 909,005
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5. FINANCIAL RISK MANAGEMENT (continued)

(c)

Liquidity risk (continued)

The following table details the Group's liquidity analysis for its
derivative financial instruments. The table has been drawn up based
on the undiscounted contractual net cash inflows and outflows
on derivative instruments that settle on a net basis. When the
amount payable or receivable is not fixed, the amount disclosed
has been determined by reference to the projected interest rates as

illustrative by the yield curves at the end of the reporting period.

A EHRRME

5. MBREREE(F)
(0 RBESER (&

TRARSETESRIARDNE Y
FHAIN - ZRBERFTABSLHFR
EMARMNFREENTET AR
BIE o WA BN REREEREE
B RESRE2REFNEX - IHE
WE AR A R i AR -

Less than Between 1
1 year and 2 years
—FR —ZWE
HK$'000 HK$'000
FBT FHET
At 31 December 2019 R-ZE—-h&E+=ZA=+—H
Derivative - net settlement TTET R - FHEEE
Ccs X E# A - =
At 31 December 2018 RZZE—N\F+=ZA=+—H
Derivative — net settlement PTET R FEER
Ccs R X B 11 8 17,773 4,590
Interest rate risk (d) FZ=JE b

The Group's exposure to interest-rate risk arises from its bank
deposits and bank borrowings. The Group’s bank deposits of
approximately HK$376,590,000 (2018: HK$486,795,000) bear interest
at fixed interest rates and therefore are subject to fair value interest
rate risks. The Directors consider the Group's exposure to interest
rate risk on the bank deposits is not significant as interest-bearing

bank balances are within short maturity period.

The Group's cash flow interest rate risk primarily relates to
variable-rate bank borrowings which bear interest at variable rates

varied with then prevailing market condition.

AEBRRITFERARBITERmE
HAMEER - NEB 2 RITEFERLY
/376,590,000 L (ZF— /\F :
486,795,000/ 7T ) + HREEFEET B -
HEHQAFEMNERR - BREFER
THRSIHHRE  MEERALE
B B R 17 17 50 T M ¥ 2 A1 =2 & R ok T
WARERK -

AEEZRERMNERBERRTZE

FITERAM  RERTERBEY
R BAIR & -
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e EmARMETE
5. FINANCIAL RISK MANAGEMENT (continued) 5. ERERER(&F)
(d) Interest rate risk (continued) (d) FZ=ERps (&)
At 31 December 2019, if the interest rate had been 100 basis points RZE—NFE+=ZA=+—8 ' %7
(2018: 100 basis points) lower, with all other variables held constant, ERERI00EEER (ZF—/\F : 1001&
the impact on consolidated profit after tax is summarised in the )  BRAGEMAZERRET
following table. The sensitivity analysis includes outstanding bank B HEEHERNZZERTRM
borrowings and adjusts the respective interest rates at the year oo WHRES T REREBRITE
end of 100 basis points (2018: 100 basis points). A positive number o WRERFBBAEEFZE100EE 2,
indicates an increase in consolidated profit after tax. If the interest ZF—)\F 100fEAES) - EEETR
rate had been 100 basis points (2018: 100 basis points) higher, RETEREAIE o WA _EF1001E
with all other variables held constant, there would be an equal and EB(ZZT—\F 1 100EEZ)  BRR
opposite impact on consolidated profit after tax and the balances FrEEMAERRREFENE - GHEg
below would be negative. ERBEENEARFTAEZE WK
DEREREE -
2019 2018
—E-hF —E-N\F
HKS$'000 HKS$'000
THERT FHET
Consolidated profit after tax FAEBEEN 15,4910 17,6230
(i)  This is mainly a result of the decrease in interest expenses on bank () UHWEEEFZEHRITERZHEHALZ TR
borrowings. FrEk ©
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5. FINANCIAL RISK MANAGEMENT (continued) 5. ERERER(&F)
(d) Interest rate risk (continued) ) RIZEE R ()
At 31 December 2019, if the interest rate had been 100 basis points RZE—NFE+=ZA=+—8 ' %7
(2018: 100 basis points) lower/higher, with all other variables held KRB,/ EA100EER (=T —N
constant, the impact on the equity is summarised in the following F :1001EEE) - RERPTA A Al &
table. The sensitivity analysis includes outstanding derivative AERFHADE  HEZZZENTE
instruments and adjusts the respective interest rates at the year end Bt - ItRE DM BEEAREENTE
of 100 basis points. A positive number indicates an increase in the TA  WRERFABMEEMNZEI00EE
equity. 2o FEFRERIG
Basis points lower Basis points higher
HET B HEEH
2019 2018 2019 2018
—E-hFE Z=-N\F ZE-AF ZZ=—N\F
HK$'000 HKS$'000 HK$’000 HKS$'000
FET FHET FET FHET
The equity e - (9,479)@ - 1,745
(i) This was mainly as a result of the fair value loss of derivative (i) WHEXZEHBESREEANITETIA
instruments for cash flow hedges. NEEBEE -
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5. FINANCIAL RISK MANAGEMENT (continued)

156

(e) Categories of financial instruments as at 31 December

5. HEEBRER (&)
(@ Rt=A=+—-HEMIAZSE

Bl
2019 2018
—Z-hF —E-)N\F
HK$'000 HKS$'000
FBT FHET
Financial assets: TEMEE
Derivative instruments in designated BEH PG 2ITETAR
hedge accounting - 12,553
Financial assets at FVTOCI BREMEEREEAFE
RS REE 1,542 1,571
Financial assets measured at BEHEKATTEC ERMEE
amortised cost 1,783,748 1,966,332
Financial liabilities: cEasE:
Derivative instruments in designated BEH e 2TETAR
hedge accounting - 21,954
Financial liabilities measured at BEHEKATEZ AR
amortised cost 2,505,929 2,676,381
Fair value fH AFE

The carrying amounts of the Group's financial assets and financial

liabilities as reflected in the consolidated statement of financial

position approximate their respective fair values.

HEMBRARRAMBAEESRE
ElcRABEZRAEBREZEAY

BHR%E -
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6. TURNOVER AND OTHER INCOME

The Group is principally engaged in the printing of cigarette packages
and manufacturing of transfer paper and laser film. An analysis of the

Group's turnover and other income is as follows:

A EHRRME

6. ERFERIEMUYA

AEBMEFERESEREOMNERELEK K
AT IE  BiE - AN 2 ERE R
ADHAT

2019 2018
—E-hF —E—)N\F
HKS$'000 HKS$'000
FHERT FAxT
Turnover e
Printing of cigarette packages BB B AR 2,388,327 2,476,805
Manufacturing of transfer paper and ERE KB ERE
laser film 19,205 25,860
2,407,532 2,502,665
Other income Efth i A
Gain on sales of scrapped materials SHE BERL 2 e 5,692 6,292
Net gain on disposals of property, LEWE - BE MEE
plant and equipment 23 ES - 518
Interest income FLEWA 16,349 15,281
Subcontracting fee income MIEKA 20,334 16,871
Government grants received (Note) BB (FTEE) 5,499 16,245
Sundry income IR A 4,997 1,916
52,871 57,123
Note: ffsE -

All government grants were received from several local government authorities
for encouraging production enhancement and improving technology, of which
the entitlement was unconditional.

BT AR Sx B 1R = 2 B M SO B4l /0 BT RE B9
P& T 3077 AT & B AR IR JEER
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7.

158

FINANCE COSTS 7. MERA
2019 2018
—E—-hEF —ZT-N\F
HK$'000 HKS$'000
FEx T
Interest on bank borrowings RITERZHE 86,903 82,129
Interest on lease liabilities HEABEZHE 1,474 =
88,377 82,129

PROFIT BEFORE TAX 8. HiAD@A

The Group's profit before tax is
following:

stated after charging/(crediting) the

AEBZHADSEME MR, (GEA)ATE

g @

2019 2018
—E-hF =N
HK$'000 HK$'000
FET FET
Acquisition-related costs (included in WEEE KA (BEEITE
administrative expenses) ) 264 -
Auditor's remuneration 1% SR B & 4,025 3,950
Cost of goods sold (Note) HE M (5E) 1,710,508 1,761,098
Depreciation of property, plant and M - HWERREITE
equipment 68,609 76,571
Depreciation of right-of-use assets FREEENE 16,625 =
Impairment losses on property, Y% BERRBRE(BEE
plant and equipment (included in other g )
operating expenses) 1,732 -
Net exchange loss [ B EF 8 7,147 67,226
Net loss/(gain) on disposals of property, HEDE BERZEBE
plant and equipment (Yrss ) 550 1,968 (518)
Operating lease rentals in respect of land, BT H  BFREEILE
buildings and equipment HERS - 20,904
Research and development costs fift 7% M B AR 358 289
Reversal of impairment losses on B 5 EWGRIE R E 518 e
trade receivables (39) (76)
Short-term leases expenses EHEET T 4,858 =
Staff costs including Directors’ emoluments B TAA (BREEZRMHE)
— Salaries, bonuses and allowances —¥re - EAROERL 287,653 306,571
- Retirement benefits scheme contributions — —RRA@EFIFHEIE 19,020 23,015
306,673 329,586
Write down of inventories MoRFE 2,713 3,194
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8. PROFIT BEFORE TAX (continued) 8. BlANEF (&)

Note:  Cost of goods sold includes the following which are also included in the M. HEERKABRETINRE  THEEE

respective amounts disclosed separately above: £ EXSTHEE 2 g5
2019 2018
ZE-hF —Z=-N\F
HK$’000 HK$'000
FHET FHET
Depreciation of property, plant and equipment  #1% - BE MR EITE 57,147 65,283
Depreciation of right-of-use assets FREEERE 9,188 =

Operating lease rentals in respect of land, BT EFRBE

buildings and equipment LEHERS - 8,550
Short-term leases expenses EHAER N 1,053 =
Staff costs BIKA 166,184 191,826
Write down of inventories WoREE 2,713 3,194

9. DIRECTORS’ AND SENIOR EXECUTIVES’ o BEEREHTHASHSE
EMOLUMENTS

Directors’ emoluments disclosed pursuant to the Listing Rules and LTAREEMRAUNLEESRQER (F
Section 383 of the Hong Kong Companies Ordinance (Cap. 622) are as 622E)EIBEPBEESIHS -
follows:
2019 2018
—Z-hF —E-)N\F
HK$'000 HKS$'000
FHET FET
Fees e
Non-executive directors EMITES 1,243 1,243
Independent non-executive directors B IEMITESE 2,615 2,653
Other emoluments H &
Executive directors HITES
— Basic salaries, allowances and —EAREFS - FUR
benefits in kind BEWiEn 8,096 8,036
— Retirement benefits scheme — iR F T EI
contributions 18 18
11,972 11,950
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9. DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (continued)

The emoluments of each director for the years ended 31 December 2019

and 2018 are set out below:

9. EENSRITHABME (&

BREENEBE_Z-NFR-Z-NF
ToA=+—BHULEFEZMERIINAT

Retirement
Salariesand  Discretionary  benefits scheme
Fees other benefits bonuses contributions Total
ek RINER
e Hib3ER MBTEAL HE PAEEA @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR THT THT TEx
Name of Director BN
Mr. Chan Chew Keak, Billy DRGSE 491 - - = 491
Mr. Ge Su EFxE 4,038 740 - - 4,778
Mr. Jerzy Czubak Jerzy Czubak st & 376 - - - 376
Mr. Liu Shun Fai BRERE - 2,844 474 18 3,336
Mr. Michael Casamento Michael Casamento %t 4 376 - - - 376
Mr. Tay Ah Kee, Keith (Note) BELE () 867 - - - 867
Mr. Au Yeung Tin Wah, Ellis BSRELE 875 - - - 875
Mr. Oh Choon Gan, Fric HEERE 873 - - - 873
Total for 2019 —E-NFER 7,896 3,584 474 18 11,972
Note:  Resigned on 16 December 2019 MizE: RZT—AF+ZATNHEHE
Retirement
Salariesand  Discretionary benefits scheme
Fees  other benefits bonuses contributions Total
ek RINER
ik Hin g7 BB B P st
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
FAT THT T TR T
Name of Director EENE
Mr. Chan Chew Keak, Billy LRESE 491 - - - 491
Mr. Ge Su BEiE 4,065 769 - = 4,834
Mr. Jerzy Czubak Jerzy Czubak & £ 376 = = = 376
Mr. Liu Shun Fai PRt - 2,742 460 18 3,220
Mr. Michael Casamento Michael CasamentoZt & 376 - - - 376
Mr. Tay Ah Kee, Keith BE%E 905 - - = 905
Mr. Au Yeung Tin Wah, Ellis BSRELE 875 - = = 875
Mr. Oh Choon Gan, Eric HEERE 873 - - - 873
Total for 2018 - \FEE 7,961 3,511 460 18 11,950
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9. DIRECTORS’ AND SENIOR EXECUTIVES’

EMOLUMENTS (continued)

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.

The five highest paid individuals in the Group during the year include
two (2018: two) directors whose emoluments are reflected in the
analysis presented above. The emoluments of the remaining three (2018:

three) individuals are set out below:

A EHRRME

9. EERBRITHAEME (&

ARBEENEEZHABEALRENFER
KA R B AR B ) B R0 AR R B 2R 6 40
TOEBAKERBNEARS « TH=X
BRTERKERBEEENER -

FAREEZAERSHFALTETERS

“E-N\F-MB)R/EF BEZHE
R EXFIRZ AT A - HEp=% (=%
—N\F ZR)ALZHEFHINOT

2019 2018
—E-NEF —T-N\F
HK$’000 HKS$'000
FExT T
Basic salaries and other benefits HEAH & K HEMEF 3,649 3,302
Discretionary bonuses BEIEAD 693 973
Retirement benefits scheme contributions RIREAFTE 2 B3R 54 36
4,396 4311

The emoluments fell within the following bands: B F N5 EE

Number of individuals

A8
2019 2018
—ZE-hEF —ZE-N\F
HK$ 1,000,000 to HK$ 1,500,000 1,000,000 7T 1,500,000/ 75 1 2
HK$1,500,001 to HK$2,000,000 1,500,001 7T 2 2,000,00058 7T 2 1

There was no arrangement under which a director waived or agreed
to waive any emoluments during the year. In addition, no emoluments
were paid by the Group to any of the directors or the highest paid
individuals as an inducement to join or upon joining the Group, or as

compensation for loss of office.

FATEEFHEXRABRERTAME 2
LZHE o SN ARBYEINME TER
ExFBZRIFAL ERRSIMAREHE
KON 2 BRSO RER 2 1 15 o
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10.

11.

162

RETIREMENT BENEFITS SCHEMES

The Group operates a mandatory provident fund scheme (the “MPF
Scheme") under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for all qualifying employees in Hong Kong. The Group's
contributions to the MPF Scheme are calculated at 5% of the salaries
and wages subject to a monthly maximum amount of contribution of
HK$1,500 per employee and vest fully with employees when contributed
into MPF Scheme.

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

scheme is to meet the required contributions under the scheme.

10. R KB RIT &

AEBREEFERHMERERF RO
BEMBEEREERIBHIMEAEES
g ([REEFE ) AEERBESE
ZHATIRBEEREFERTE 5% H -
BREESA LR /15008 @ {EH®RTE
SERFEIHIE - HFARFEREME -

AEBRPEKIZIHBARZIEES R
DTHRFER 2R REARESFTEKE - It
EMBARANEEEAHFERTEZS
THE AP RERESFTEHRERENK
BAED o 77 BT A R L P B
REMBRBRARRENKREER ZRIKE
B WEMBRARARPREARSHEZ
M —BEERIEA BIELAAFHSK -

INCOME TAX EXPENSES M.EHAX
2019 2018
—E-NF —E—N\F
HK$’000 HKS$'000
FET FET
PRC corporate income tax and R B ZEATIS R R TR TR IR
withholding tax
- Provision for the year — RNFEEE 112,920 118,101
— (Over)/under-provision in prior year — FFERECGREZ) TR (5,315) 257
Other deferred tax (Note 28) H R E R A (FizE28) (378) 957
107,227 119,315

No provision for Hong Kong Profits Tax is required since the Group has

no assessable profit in Hong Kong for the years.

MR Ll EAREEAEE B L E R RN G
F - BB RSB B
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11.INCOME TAX EXPENSES (continued)

Tax charges 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.

Under the Corporate Income Tax Law of the PRC (“New CIT Law"), which
became effective from 1 January 2008, the standard corporate income
tax rate is 25% except for subsidiaries which are qualified as High and
New Tech Enterprise and would be entitled to a reduced corporate

income tax rate of 15%.

The relevant tax rates for the Company's PRC subsidiaries range from
15% to 25%.

Further under the New CIT Law, from 1 January 2008, non-resident
enterprises without an establishment or place of business in the PRC or
which have an establishment or place of business in the PRC but whose
relevant income is not effectively connected with the establishment
or a place of business in the PRC, will be subject to withholding tax at
the rate of 10% (unless reduced by treaty) on various types of passive
income such as dividend derived from sources within the PRC. As the
entire Group's foreign-invested enterprises are directly or indirectly
wholly or partially owned by a Hong Kong incorporated subsidiary, a
rate of 5% is applicable to the calculation of this withholding tax on
dividends according to Comprehensive Arrangement for the Avoidance
of Double Taxation on Income and Prevention of Fiscal Evasion between
PRC and Hong Kong, and Guoshihan (2009) No. 81.

A EHRRME

N.FrEHRAX (&)

Hi )y 2 ERTE MR A iR AN K E
REMEBERZBAITREREM 2BITE
Pl 2REREMFE -

BEPECEMESHE(THLERER
F]CBEAZZEENF—A—BEER)
EEMEMEHERE25% - BT AERKA
B WEAEECEMEHRB
E15% 2 B AT

ARRFEMBRARZEBRENT15%E
25% °

S - RIBBHEEAEHOE - AZFEN
F-A—HE EFBEHREARKLEE
B RBEPEFEARIERE 5
B ER1S 2 #H B W A B2 EL 7 PP B 3R D AT AR
BBMREERBEBZEERER &
ARZEHERBWA (RN BIFEAZ K
B)1210% (BR FR R B I 155 TR S ) B AR TR 4
BIE - R AKEFRAAIERERRTIA
—EEBEIMAZZMB R R EENEE
2EAFOES - WRE(RNBMEERAR
HAABHERESHBAMD ERRHRN R
BE) REIBT K (2009)815% + BAR B ET E L IE
TENBE IR A 2 TR A55% e
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11.INCOME TAX EXPENSES (continued)

12.

164

N.FrEHRAX (&)

A reconciliation between the income tax expenses and the product of FriS ¢ 5 2 BA R A s A SR A B AR R 2 18
profit before tax multiplied by the applicable tax rate is as follows: ZHEEROT
2019 2018
—E-AF —E)N\EF
HK$'000 HK$'000
FERT FHET
Profit before tax i A A 470,848 446,440
Tax at applicable tax rate of 25% AT R 5% BT 117,712 111,610
Tax effect of share of profits of associates JEMMEE N Elafl 2 iR & (14,688) (16,015)
Tax effect of non-taxable income BERBWMAZ BH B (14,064) (855)
Tax effect of non-deductible expenses TAHMBRHAS 2 BT 41,157 56,321
Tax effect of unrecognised temporary RERTHMEBE I HGTE
differences (3,446) (1,293)
Tax effect of unused tax loss not recognised  NERAB) AT IEEE 2 Hi5H 2 2,117 2,565
Tax effect of tax concession MR BB E (53,830) (47,842)
(Over)/under-provision in prior year EFERE(BZ) TR (5,315) 257
Withholding tax TEFLIE 37,584 14,567
Income tax expenses Frisfif X 107,227 119,315

EARNINGS PER SHARE
(a)

Basic earnings per share of HK33.7 cents (2018: HK28.7 cents) is

calculated based on the Group's profit attributable to the owners

of the Company for the year of approximately HK$313,317,000
(2018: HK$266,516,000) and the weighted average number of shares
of approximately 929,047,000 ordinary shares (2018: 929,047,000

ordinary shares) in issue during the year.

No diluted earnings per share are presented as the Company did

not have any potentially dilutive ordinary shares as the exercise

price of the share options is higher than the average market price

of the Company's shares during the years ended 31 December 2018

and 2019.

12.8REF

(a)

BREARAFMIZTBL(ZZT—\F :
287D TIRANFEZRAREHEE A
FEAG AN S @5 1) 49313,317,00078 7T (=
T — J\F : 266,516,000/ 7T ) R FAE %
173 AR 2 hn#E T H5 AR 8049 929,047,000
B (== — )\ :929,047,0000% )51 & °

HRARBARBE_Z-N\FE_ZF
—NF+ZA=Z+—BIEFERNBER
BOEERT SN FHRELRS B
P 4 b A ) VB A 858 BB AR - R
E25|SREERT



13.DIVIDENDS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13.

A final dividend of HK5.4 cents per ordinary share for the year ended 31

December 2019, amounted to approximately HK$50,169,000 is proposed

by the Board subject to approval by the shareholders at the forthcoming

annual general meeting. The proposed final dividend is not recognised

as liabilities at 31 December 2019.

A EHRRME

I’ E

EEEERREHE_T—NEF+=-A=
T—HBIEFERARESGRE AR 47
fili » & #£49550,169,000/8 7T © HEBFRR
RERERFBEFRE EiE - BRKHAR
BUVEBRAN_ZT—NEF+=_A=1+—
HzBfE&-

2019 2018
—E-hF —E—)N\F
HKS$'000 HKS$'000
THET FHET
Interim dividend paid of HK8.1 cents BRI HR S G AR RARS. 1 B
(2018: HK8.0 cents) per ordinary share (ZZE—N\F :80581L) 75,253 74,324
Special dividend paid of HK4.0 cents ER R RIS B AR RAR4.078(L
(2018: Nil) per ordinary share (ZZE—N\F : &]) 37,162 =
Proposed final dividend of HK5.4 cents BORRHARR B G AR T m AR 54780
(2018: HK6.4 cents) per ordinary share (ZZE—N\F :645810) 50,169 59,459
162,584 133,783
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A M RAME

14.PROPERTY, PLANT AND EQUIPMENT

14.9% - BEKRE

Leasehold Plant and Office Motor  Construction
Buildings improvements ~ machinery  equipment vehicles in progress Total
BF HENEEL EEREE BLERE L EREIR @it
HKS'000 HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HK$'000
Tén Tén Tn Tén Tn T Tén
Cost B
At 1 January 2018 R=F-\F-A-H 258733 33792 1184511 38583 30478 005 1570122
Additions e 182 1,545 18788 4257 1137 116,159 142,068
Transfers &7 158 409 34810 75 - (35452) -
Disposals/uwite off &/ M - (21,52) (9369) (296) (1839) = (33,029)
Transfer to assets classified as held forsale BB ZHBARELENEE (39.209) = (24346) (270) (544) (12058) (7642)
Eichange differences EXzE (12919) (908) (62602) (1583) (1,598) (4576) (84186)
At 31 December 2018 R=F-\F+ZA=1-A 206,945 13312 1,141,793 40,766 27,638 88,098 1518552
Acquisition of a subsidiary WE-EHEBLA 26,412 - 46,150 852 777 - 74,191
Additions hE - - 754 492 627 215,063 216936
Transfers &7 - - 84,267 - 203 (84,470) =
Disposals/uwrite off &/ - - (60,231) (1,643) (295) 9) (62,178)
Erchange differences EXzE (4461) (260) (22,161) (788) (521) (3,507) (31,698)
At 31 December 2019 R-B-hE+ZA=1-H 228,896 13052 1,190572 39,679 28,429 25175 1,715,803
Accumulated depreciation and impairment 237 & RFi(E
At 1 January 2018 R=F-)\F—A-H 58832 30239 728632 29640 21,09 - 868489
Charge for the year Ehimk 13,184 1619 54270 4351 3147 - 76571
Disposalsfurie off HE /i - (21526) (5,767) (151) (1639) - (29083)
Transfer to assets classified as held forsale ~ BBEHBAREHENEE (4417) = 9114) (111) (220) = (13856)
Exchange differences EXER (3416) uh] (39429) (1,266) (1,210 - (46,038)
At 31 December 2018 RZE-\E+ZA=1+-H 64,239 9,615 728,592 32463 21,174 - 856,083
Charge for the year ERk 9,956 983 53,015 2421 2,234 - 68,609
Disposals/write off HE /M - - (46,937) (1,526) (264) - (48,727)
Impairment losses B - - 1,732 - - - 1,732
Exchange differences EXER (1,410 (192) (12,615) (985) (1,053) - (16,255)
At 31 December 2019 RZZ-NET=A=t1-H 72,785 10,406 723,787 32313 2,091 - 861,442
Carrying amount BEE
At 31 December 2019 RZE-NE+-A=1-H 156,111 2,646 466,785 7306 6,338 215,175 854,361
At 31 December 2018 R=F-\E+ZA=1-A 142,706 3697 413201 8303 6464 88098 662469
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14.PROPERTY, PLANT AND EQUIPMENT (continued)

During the year, the Group made impairment losses of approximately
HKS$1,732,000 on its certain property, plant and equipment which are
used in printing of cigarette packages segment. As the Group concluded
that full replacement of these property, plant and equipment is required
in order to generate the level of profitability previously estimated, their
recoverable amounts which have been determined on the basis of their

value in use using discounted cash flow method were estimated at zero.

15.PREPAID LAND LEASE PAYMENTS

The Group's interests in prepaid land lease payments represented

prepaid operating lease payments and their net book value are analysed

A EHRRME

14.9% - BERRE(E)

FRN - AEERESEDEDR S I E
T BERKEEEBEBERELOAR
1,732,0007C - BN AEEREAFTEZLEE
BZEME - WE REBLGER KA
BRBFKE - MIREEEAEETRRES
MEEETEMNAIRESEEFT AT

15.F 8 HE T FKIE

REBNRENHEHE L MKRIB Z ESEAN
BHOFIEREEEHESTAT

as follows:

HKS$'000
FAT
At 1 January 2018 RZE—\F—H—H 157,056
Additions nNE 31,835
Amortisation of prepaid land lease payments TE AR TE L+ 1 FRIE 2 B 8 (4,640)
Transfer to assets classified as held for sale ERESEARBIEHENEE (14,557)
Exchange differences MEH =R (8,999)

At 31 December 2018 and 1 January 2019 RZZE—N\FE+ZA=+—HK
—ZE-hF—-H—H 160,695
Reclassification due to adoption of HKFRS 16 (Note 2) RNBBUBREEE 165REF DR (H2) (160,695)
Restated balance at 1 January 2019 RZE-NF—HA—HBHEF R -
2018
—)\&F
HK$'000
FET
Current portion mENEB 4,432
Non-current portion IERENEL D 156,263
160,695
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16.RIGHT-OF-USE ASSETS 16.fEREERE
Leasehold Leased

lands properties Total
HELT i HEWSE st
HK$'000 HK$'000 HK$'000
THERT FHERT FE T
At 1 January 2019 (Note 2) RZT—NF—HA—H (f:F2) 160,695 38,724 199,419
Acquisition of a subsidiary 1 b — FEI P 8 8 =) 26,030 = 26,030
Additions NE = 2,473 2,473
Depreciation e (5112) (11,513) (16,625)
Derecognition R IEFERR - (21,161) (21,161)
Exchange differences fEH =R (3,343) (893) (4,236)
At 31 December 2019 RZE-NF+=-A=1+—8 178,270 7,630 185,900
As at 31 December 2019, lease liabilities recognised by the Group with R-ZE—NFE+-_A=+—"8 AXEE®

related to right-of-use assets are analysed as follows: RZHEEEREAFEREEESTWT ¢
HK$'000
FE T
Current portion TRENEL D 2,862
Non-current portion EREEL D 4,810
7,672
2019
—E-NF
HK$’000
FET
Depreciation of right-of-use assets FRESENE 16,625

Expenses relating to short-term leases RER SRS (BREEERAE  HER
(included in cost of goods sold, selling and DHAE RITEHAR)

distribution costs and administrative expenses) 4,858
Interest on lease liabilities (included in finance costs) FAE&EF B (2ERMEKA) 1,474
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16.RIGHT-OF-USE ASSETS (continued)

During the year ended 31 December 2019, total cash outflow for leases

is set out in note 33(d).

For both years, the Group leases various offices and factory premises for
its operations. Lease contracts are entered into for fixed term ranging
from two years to ten years. Lease terms are negotiated on an individual
basis and contain a wide range of different terms and conditions.
In determining the lease term and assessing the length of the
non-cancellable period, the Group applies the definition of a contract

and determines the period for which the contract is enforceable.

In addition, the Group owns several factories where its manufacturing
facilities are primarily located at factories. The Group is the registered
owner of these property interests, including the underlying leasehold
lands. Lump sum payments were made upfront to acquire these
property interests. The leasehold land components of these owned
properties are presented separately only if the payments made can be

allocated reliably.

A EHRRME

16.ERBEE (&)

BE-B-NF+-A=+—ALEE -
BERSRHHFIRHEIIC) -

ZMEAN AEEEBERRAZENREE
ERELEZR -HEAONHRAMF
ETFAF  HEGRRREBEERER R
BE BB ARGER RS - REEHEB R
FETAREBENRER - ARERA
BHHERILEE S XA R HITE AR

o AEELEERBEBUNRERTH
MEZEIH - ARERZENZE ER (8
EHEBEEEL ) NEMERA - REHEE
ABEEANRBZEMEESCALIEL —
RENR - ZFBEMENEE L AKX
BOERNREATELIERORAZT -

17.GOODWILL 17.88
2019 2018
—E-NEF —ZE-N\F
HK$’'000 HKS$'000
FExT T
At 1 January m—A—H 2,592,255 2,740,810
Acquisition of a subsidiary (Note 33(a)) W hE — R BT B A 7] (FfRE33(a)) 15,533 =
Transfer to assets classified as held for sale  #EE =S ARFIEHENEE - (10,703)
Exchange differences EH ZE5E (48,301) (137,852)
At 31 December w+=—A=+—¢© 2,559,487 2,592,255
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17.GOODWILL (continued)

Goodwill acquired in a business combination is allocated, at acquisition,
to the CGUs that are expected to benefit from that business
combination. Before recognition of impairment losses, the carrying

amount of goodwill had been allocated as follows:

17.88 (&

EBAMREGNREERNKER DK
ERRRERNZEBAHNSREELE
iz - EfERRERER  HEREED K
m

2019 2018

—Z-hF —ZE-N\F

HK$’000 HK$'000

FTHERT FET

Printing of cigarette packages 5185 4 R 2,558,203 2,590,947
Manufacturing of transfer paper and ERA LR RS

laser film 1,284 1,308

2,559,487 2,592,255

The recoverable amounts of the CGUs represent the value in use as
at 31 December 2019 based on business valuation reports prepared
by an independent qualified professional valuer. The valuation used
the discounted cash flow approach based on the cash flow forecasts
with reference to the latest 5-year financial budgets approved by the
Directors. The Group prepared the financial budgets reflecting current
and prior year performances, market development expectations,
including the expected market share and growth momentum, and where
applicable, observable market data. There are a number of assumptions
and estimates involved for the preparation of the budgets, including
an expected average growth rate of 4% (2018: 5%), the expected gross
margin at current level, a sustainable growth rate of 4% (2018: 5%), and
a pre-tax discount rate of 15.87% (2018: 14.68%). These assumptions and
estimates are the same as or similar to those used in prior year which are
considered by the management to be reasonable and supportable by
reference to the historical results. The recoverable amounts of the CGUs

were determined to be in excess of their respective carrying amounts.

The management believes that a reasonably possible change in the key
assumption would not cause the recoverable amount to fall below the

carrying value of the respective CGUs.
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HERAERRESREEAHERR SR
B% WREEEHRENSTAEYHAE
H o AEERYEUNMBEERM T EAIF
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BHOMIBHERERSN) - URERK
AERTIBEE - RREE S RZHERE
BB BEBEHTFEERERIN(ZT—N
F :5%)  FEEEMEIZERKTE - AJ5E
EREA%(ZF—/\F :5%) R ATALIR X
15.87%(=ZF— /\F :14.68%) - &2 E/E
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A EHRRME

18.INTERESTS IN ASSOCIATES 18 RBE N T s

2019 2018
—E-NF —TE—N\E
HK$'000 HK$'000
FERT FET

Unlisted investments: FEEMHKE :
Share of net assets, including goodwill BIEEEFERERE 762,579 863,647
Details of the Group's associates at 31 December 2019 are as follows: RZZE-—NE+ZA=+—8 ~&EE

Place of

BRARZHENT :

Percentage of
effective interest

incorporation/  Particulars of held/profit
Name operation registered capital sharing Principal activities
M BEEFTEER
=t =335 HEMERFE BB FEEK
Qingdao AMVIG Shuncheng PRC RMB33,000,000 519%/51% (Note)  Manufacturing of transfer
Packaging Co., Ltd. ("QDAMSC") paper and laser film
FERBIRHEEERAR R AR#33,0000007C  51%/51%(Mizt) WERE KRB REE
(BB NE])
Yunnan Qiaotong Package Printing PRC UsD38,000,000 60%/60% (Note)  Printing of cigarette
Co., Ltd. ("YNQT") packages
EHBBRRHMERA [ 38,000,000 7T 60%/60% (fifat) BEBEENF
(IEmfEE))
Anhui Qiaofeng Package Printing PRC UsD9,380,000 54.8%/54.8% Printing of cigarette
Co., Ltd. ("AHQF") (Note) packages
ZRBL BEERERAR [ 9,380,000 7T 54.8%/54.8% 8 EENR
(T=z#BE ) (Ff3E)
Note: FeE

Although the Group owned more than 50% in QDAMSC, YNQT and AHQF,
QDAMSC, YNQT and AHQF are treated as associates because the Group is only
able to exercise significant influence on the financial and operating policies of
QDAMSC, YNQT and AHQF as a consequence of contractual arrangements with

the other shareholders.

ERKENEEIES  EHRBRLUESE
ﬁ@SO%F*’ BHREREEMBRNGOER
HNBERESASREHSBIEHN  ZMEER
ZHELNUBLEERREREATEN &
ERIEH ZEERFRERZBBERRRBELR
Al e
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18.INTERESTS IN ASSOCIATES (continued)

The following table shows, in aggregate, the Group's share of the
amounts of all individually immaterial associates that are accounted for

using the equity method.

18. R E N R 2k (AF)
TRESSEES £ EFRE @SN S L
TEANBEDANSE FAEBEA
) -

2019 2018
—E-hF —E-N\F
HKS$'000 HKS$'000
FHERT FET
At 31 December: R+t=—A=+-—8:

Carrying amount of interests TR EE 85,445 192,641

Year ended 31 December: BZE+t-A=+—-HLFE:
Profit from continuing operations KA RHEA & 75 2 5 ) 12,707 20,544
Other comprehensive income HAth 2 FE U (1,947) (10,025)
Total comprehensive income 2HEREREE 10,760 10,519

As at 31 December 2019, the bank and cash balances of the Group's
associates in the PRC denominated in RMB amounted to approximately
HK$81,543,000 (2018: HKS$272,360,000). 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.

The following table shows information on YNQT that is material to the
Group. This associate is accounted for in the consolidated financial
statements using the equity method. The summarised financial
information presented is based on the HKFRS financial statements of
YNQT.
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18.INTERESTS IN ASSOCIATES (continued) 18. A& N R 2z (F)
2019 2018
—E-NF —TE—N\E
Principal place of business/country of FEEEME M ER PRC/PRC PRC/PRC
incorporation e hE REHE
Principal activities FEXEK Printing of Printing of
cigarette packages cigarette packages
5 IZEGEE R B 1E B4
% of ownership interests FrB&EERE D 60% 60%
HK$’000 HK$'000
FET T
At 31 December: R+=—A=+—8:
Non-current assets FRBEE 558,799 592,138
Current assets mENEE 426,730 426,562
Non-current liabilities FERBAE (7,401) (9,:431)
Current liabilities mRERE (243,033) (291,816)
Net assets FEE 735,095 717,453
The Group's share of net assets AEBEEFEE 441,058 430,472
Goodwill EE 236,076 240,534
The Group's share of carrying amount of REE Lz E=REE
interests 677,134 671,006
Year ended 31 December: BE+T-A=+t—HILLEE:
Turnover EER 680,592 665,715
Profit from operations H A 76,740 72,526
Other comprehensive income H 2w (13,747) (37,613)
Total comprehensive income 2HEREREE 62,993 34,913
Dividends received by the Group from YNQT AN [ A E /5 BEVS R AR 27,211 21,359
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RE ISR
18.INTERESTS IN ASSOCIATES (continued) 18. R E NEl 2t ()
YNQT is a strategic investment of the Group, allowing the Group to EZEEBEDAEENERILE - LR
increase its presence in the cigarette packages printing market in the LA DN 7N &= B E P B 5 & B S BRI T 35 19
PRC. BN -
19.0THER NON-CURRENT ASSETS 19.HituERBEE
2019 2018
—E-NEF —F—)\F
HK$’'000 HKS$'000
FET T
Financial assets at FVTOCI AT EFAHMEE WS
TEEE 1,542 1,571
Deposits for acquisition of property, WHEMZE  BMEMRBE2ZE
plant and equipment 15,213 14,657
16,755 16,228
20.INVENTORIES 20.77 8
2019 2018
—Z-hF —E-)N\F
HK$'000 HKS$'000
FET T
Raw materials R 86,327 84,085
Work in progress R 79,981 70,169
Finished goods B i 217,451 140,234
383,759 294,488
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21.TRADE AND OTHER RECEIVABLES 21.E5 R HAEEWFRIE

The general credit terms of the Group granted to its trade customers AEBGLTHESERPZREA—BNT
range from one month to three months. The Group seeks to maintain —Z={AR - REBBRNHERBIZESIR
strict control over its outstanding receivables. Overdue balances are BEBUWHRIE =REEETHESHED
reviewed regularly by the senior management. An aging analysis of trade iEER o BHEWGRIE (IR R B B R kKR

receivables, based on the invoice date, net of allowances, is as follows: #) 2 BREe AT T -
2019 2018
—E-AF —E-)N\F
HK$'000 HK$'000
FET FHET
Current to 30 days BNHAZ30H 247,561 182,348
31 to 90 days 31E90H 196,383 150,055
Over 90 days #B3E90 15,512 74,913
Trade receivables B 5 EWRIA 459,456 407,316
Bills receivables JEM = & 15,272 147,163
Other receivables — associates L fth JE IR IE — B A ) 63,391 83,778
Other receivables - others ot FEMCGRIE — B Ath 65,177 13,241
603,296 651,498
An analysis of allowance for estimated irrecoverable trade receivables is fhEFRATU B & 5 e WK IE 2 BE o AT an

as follows: TS s

HK$'000
FET
At 1 January 2018 RZZE—N\F—H—H 697
Reversals for the year FAEEE (76)
Exchange differences HEHER (31
At 31 December 2018 R-Z-N\F+-_H=+—H 590
Reversals for the year FAREE (39)
Exchange differences HEH Z5 18
At 31 December 2019 R-ZB-NF+-_A=+—H 569
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176

CONTRACT ASSETS/CONTRACT LIABILITIES 2.ENEE SHERE
2019 2018
—E-NF —TE—N\E
HK$'000 HK$'000
Contract assets EHEE FERT FET
Arising from performance under printing ELEBHEREHRIEL
of cigarette packages 1,257 37,157

Amounts relating to contract assets are balances due from customers
under the contracts that arise when the Group receives payments
from customers in line with a series of performance related milestones.
Payment for printing of cigarette packages is not due from the customer
until the goods are delivered and therefore a contract asset is recognised
over the period in which the goods are delivered to represent the

entity’s right to consideration for the goods delivered to date.

There was no revenue recognised during the year from performance

obligations satisfied in previous periods.

Significant change in contract assets during the year was primarily
because the amount of revenue recognised exceeded the amounts

transferred to trade receivables.

HANEERBNSREEARERE -
51| 82 3 48 A B e B P R B 3 P MR 3R
REEANRBUEFPAHNHBE REVX
NZh  TEFEFXNHREERKNE
B RaEEEEMXNHRER -
URRERESREFEMINEMHOR
B ey o

FATEBRAENEBETKBENREEE
RS o

FRENEENEAEDH T EZRHNER
WHNERBEBEBEEE ZRURENE
B

2019 2018
—E2-hF ZE—)\F
HK$’000 HKS$'000
Contract liabilities EHEE FHET FET
Receipts in advance of performance RIEFTENR & /E B A
obligation under printing of cigarette A HEERITEM A RIA
packages 1,430 5,084

Contract liabilities relating to printing of cigarette packages are payment
from customers received in advance of the performance obligations

under the contracts.

SERKNBEBNEGNBERERTA
WBEEZARE 2B P FIE
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22.CONTRACT ASSETS/CONTRACT LIABILITIES

(continued)

The amounts of revenue recognised during the year ended 31 December
2019 that were included in the contract liabilities at the beginning of
the year are approximately HK$4,878,000 (2018: HK$645,000).

As a practical expedient, the Group does not disclose its remaining
performance obligations as all related contracts have a duration of less

than one year.

23.PLEDGED BANK DEPOSITS AND BANK AND

CASH BALANCES

Bank deposits of approximately HK$376,590,000 (2018: HK$486,795,000)
carry fixed interest rates ranging from 1.4% to 3.4% (2018: 1.4% to 3.4%)
thus exposing the Group to fair value interest rate risk. Bank deposits
of approximately HK$803,643,000 (2018: HK$790,637,000) carry floating
interest rates thus exposing the Group to cash flow interest rate risk. The
Group's pledged bank deposits represented deposits pledged to banks

to secure banking facilities granted to the Group (Note 36).

Included in the pledged bank deposits and bank and cash balances is
an amount of approximately HK$1,090,421,000 (2018: HK$1,241,244,000)
as at 31 December 2019 denominated in RMB and kept in the PRC.
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.

A EHRRME

R.ENEE SHNEE(E)

RBEE-_ZT—NE+-_A=+—BIFE
BRIFTAFIZEHNEEIRNEZSEL
54,878,000 70 (ZZF — )\ : 645,000/
JC) ©

B L AKREXRFEHRFGAE—
FHRHDEME -

B EEFRITERRBITRRE

REER

#9376,590,0008 L (=& — N\ F :
486,795,000 70 ) Z SRITFFRIEN T 1.4% =
34% (=T —N\GF 1 1.4%F3.4%) 2 EEFE
R MASEEEAFTENERR - 8
803,643,000 7T (ZZF — /A5 : 790,637,000
BIT) 2 BRITERIREB R R B - MAE
EEHRenEMNERR AEEZEHR
RRITERREERTRITZFR - LUIE
RETAEBBRITEE 2B (ME36) -

FIAERBRITERARBRITRBESEHZ
RERE—BR-_ZT—NAF+ZA=+
—H#%1,090,421,00087C (ZF— )\ & :
1,241,244,000870) 2 AR BRI - BZK
BEENRHE ARBHBRABINEETF
Bl HNE 5 Il AR Bl e 45 0B - EE RS IEE IR
FREPTHR -
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24.ASSETS CLASSIFIED AS HELD FOR SALE /.0 ERABELHENEE
2019 2018
—E-NF —E-N\E
HK$'000 HKS$'000
FBT FET
Assets related to a subsidiary of ER K £ (B — T B A R AR R Y
the Group (Note) BE () - 127,434
Liabilities directly associated with assets HARARBIEHENEERRE
classified as held for sale HENEE - 30,116
Note: BiaE -

178

On 22 November 2018, the Group entered into a sale and purchase agreement
whereby it has conditionally agreed to dispose of its 60% equity interests in
a subsidiary of the Group to the other shareholder at a cash consideration of
approximately RMB72.5 million. The disposal is conditional upon, among other
things, all necessary approvals from the relevant government authorities (except
for the change of registration with the State Administration for Industry and
Commerce of the PRC) are being obtained. As the consideration is higher than the
Group's interests in the carrying amount of the net assets of a subsidiary of the
Group, no impairment loss was recognised by the Group neither on reclassification
of the assets and liabilities as held for sale nor as at 31 December 2018. The major
classes of assets and liabilities of a subsidiary of the Group which is related to
printing of cigarette packages segment at the end of the reporting period are as

RZEBE—NE+—A=+=H KEFFTTE
Bz BUBRGEREARSKEBEHARE
72,500,000 7T & H A A& B — M B A F18Y60%
BRIETS—URE - HEFBEEFIE (EHhE
FEVEERGEEN AL EMRE (FRERIE
THEBBRMNEEELHRIN) - ARESHRA
EERAEE —RHWBRFTEBNEERTDFE
Mg MR- N\FE+_A=+—B=5EF
EHENBERABETES BN  A5ETE
HERMEEE - R|EHR - HBE5EREIR S
HEHENAEE—BHBRARTEEERAREE
BIEAE :

follows:

2018
—T-N\F
HK$'000
FAT
Property, plant and equipment M - BB REE 62,571
Prepaid land lease payments AN E T FRIE 14,557
Goodwill [ 10,703
Other non-current assets HtbIEnRBEE 716
Inventories FE 23,774
Trade and other receivables B 5 R E M EWRIE 14,004
Prepayments and deposits TR RIRS 215
Bank and cash balances IRITRIBE AR 894
Assets of a subsidiary of the Group classified as held for sale PEARFELENASE —RHNBARNEE 127,434
Trade and other payables B 5 R E A FES R IE 24,740
Current tax liabilities AT IEEE 1,111
Bank borrowings IRITIE 3,416
Deferred tax liabilities B IBAE 849
Liabilities of a subsidiary of the Group associated with assets HAOBARKIEHENEEEEEMNREE—RH
classified as held for sale fBARMEE 30,116
Net assets of a subsidiary of the Group classified as held for sale D 3EAFELENAEE —HHBARAFEE 97,318
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A EHRRME

5. ES R HMENRIE

An aging analysis of trade payables, based on the date of invoices, is as BHRMNFIE (RERBMH) ZRES TN
follows: TS s
2019 2018
—E-AF —E-)N\F
HK$'000 HK$'000
FET FHET
Current to 30 days BNEAZ30H 254,315 287,766
31 to 90 days 31E290H 226,823 243,664
Over 90 days HiEo0 R 146,627 138,958
Trade payables B S 5RIE 627,765 670,388
Bills payables ANEE 135,273 48,699
Dividend payable FERIAR B - 10
Other payables H b A 5RIE 193,800 189,908
956,838 909,005
26.BANK BORROWINGS 26.8R1TERK
2019 2018
—E-NF —E-N\F
HK$’000 HK$'000
FET FAT
Bank loans — unsecured RITE R — EE R 1,549,091 1,762,292
The loans are repayable as follows: BEREHBENT
On demand or within one year RERIN—FNR 1,549,091 =
In the second year F_F - 1,762,292
1,549,091 1,762,292
Amount due for settlement within 12 months ~ +—1{& B R E|Hi(EE 1B
(shown under current liabilities) (RRBBREYIT) (1,549,091) =
Amount due for settlement after 12 months T =& A& 2| B E R FE - 1,762,292
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26.BANK BORROWINGS (continued)

The carrying amounts of the Group's bank loans are denominated in the

following currencies:

26.RITERK (F)
AREER(TRR 2 REERIA T SEEHE -

2019 2018

—g-n% e

HK$’000 HK$'000

FRT T

HK$ BITT 1,549,091 1,762,292

The effective interest rates at 31 December were as follows:

RTZA=1T—BZERNXMT :

2019 2018
—E-NEF —E-)\&F
Bank loans — unsecured RITE R — EIKHF 4.21% - 4.55% 417% - 4.18%

All bank loans of the Group are arranged at floating rates thus exposing

the Group to cash flow interest rate risk.
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EARBEZRITEFTIRFB N X2 H -
Rt A EEEAZREREN XAR -



27.DERIVATIVE FINANCIAL INSTRUMENTS AND
FAIR VALUE MEASUREMENTS
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Assets and liabilities measured at fair value as at 31 December:

A EHRRME

7 TE ST ARAFEE

RT-ZA=+—BRAFEFEZEER
AR

2019 2018
—E-NEF —T-N\FE
HK$'000 HKS$'000
FET T
Financial assets SREE
Derivative financial instruments under HHSHETZ2iTEemIT A
hedge accounting
Cash flow hedges — CCS REMEBEH — XX E W7 H - 12,553
Analysed as: DR
Non-current assets ERBEE - 12,553
Financial liabilities ez =L
Derivative financial instruments under AT Z2TEemIT A
hedge accounting
Cash flow hedges - CCS Rensfh - XEK=H - 21,954
Analysed as: DR
Current liabilities mENBE - 17,496
Non-current liabilities JEmEaE = 4,458
- 21,954

The carrying amounts of the CCS are the same as their fair values.

Cash flow hedges

Since the functional currency of the Group is Renminbi, whereas a

substantial amount of its bank borrowings were denominated in HKS,

the Group has foreign currency exposure on HKS related to its bank

borrowings. At the same time, the Group has exposure to cash flow

risk of its variable rate HKS bank borrowings. At 31 December 2018, the

following CCS contracts were designated as hedging instruments in

respect of such foreign currency and interest rate exposure.

RRE¥ R REEREATFE-H -

BEng¥n

AREEZEEE SARE - MHIRTT
ERRZBINETEE - WARBHRTT
ARG RABTINE R o EIE R - A%
EREHRITEFETEDHN R ZRER
BRB R-ZE-NF+-A=+—8"
BREXXREREERA OB ZSINERR K&
MERBRIEEREHFTEA -
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182

DERIVATIVE FINANCIAL INSTRUMENTS AND
FAIR VALUE MEASUREMENTS (continued)

Cash flow hedges (continued)

The terms of the CCS contracts had been negotiated to match the terms

of the respective designated hedged items.

The Group had no outstanding CCS contracts as of 31 December 2019.
Major terms of the CCS contracts as of 31 December 2018 were as

follows:

27 TEERMITARAFEHEE

(&

1=

BEREh (&)

XX BB RHENIRREER AT A EE
B HE T IR B f6RAK -

BHE-_ZT-—h&+-_A=1+—8 £&£E
TEARTERNZIXEEEEREH - BHEZ
ZE-NFT-A=1+—HB XXE¥KEH
BREBHEREINMT -

Notional amount Maturity Foreign currency swaps Interest rate swaps

EHTH BB Fh 15 HA FIZR=H

HK$200,000,000 From 28 March 2017 to HK$1.1280/RMB1 HKS 1 month HIBOR+1.5% for 6.19%
13 February 2020

200,000,000/ 7T H-ZE—tF=A=+NH 1.1280%8 T AREIT B8 A B BIRITRIZESR BN
E-ZE-_TF-_A+=H 1.5%£86.19% H i

HK$200,000,000 From 28 April 2017 to HKS$1.1243/RMB1 HKS 1 month HIBOR+1.5% for 5.90%
13 February 2020

200,000,000/ 7T M-T—tFMA=+NB 112438 ARE 1T BT — Ml AEBRITEEREM
Z2-T-_TF_FA+=H 1.5%E25.90% &

HK$400,000,000 From 30 July 2018 to HKS$1.1716/RMB1 HKS 1 month HIBOR+1.5% for 5.00%
13 February 2020

400,000,000 7T H-Z—N\FtA=+AH 11716787,/ ARE 1 TT B —EABBRITRIZEREM

E_T_FF_A+=H

1.5%E25.00% 5 #

During the current year, the bank borrowings were fully refinanced
by new banking facilities and the cumulative balance in the hedging
reserve was reclassified to profit and loss (2018: fair value loss of
HK$7,912,000 had been recognised in other comprehensive income and
accumulated in the hedging reserve and was expected to be reclassified
to profit or loss at various dates in the coming two years after the end
of the reporting period, the period in which the repayment of bank

borrowings and interests was expected to occur).

RER - RITEEEEBTHNBITHERE
2HEME  METRENRSEHRES
FoBEEBEZ(ZT—N\F: 2FEBE
7,912,000, 7T B 5 E i 2 [ Ui 25 SR N0 7O 3
RREEANRE  MESRZEATEEES
RGBSR EME (B BBRFREEERT
BREF BB EMHEEBR) ©
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27.DERIVATIVE FINANCIAL INSTRUMENTS AND

FAIR VALUE MEASUREMENTS (continued)

A EHRRME

27 TEERMITARAFEHEE

(%)

Cash flow hedges (continued) BEREE P (E)
The following table provides a reconciliation of the hedging reserve and TREFE R EE AR - LB
shows the effectiveness of the hedging relationships: Rz B -
2019 2018
—ZE-AF ZE-)N\F
HK$'000 HKS$'000
THERT FAT
At 1 January n—HA—H (18,002) (10,090)
Effective portion of the cash flow hedges RemEHE P2 BRI MH
recognised in other comprehensive income REM 2SR ER 17,580 7,209
Amounts reclassified to profit or loss (Note (1) EF DT AEBRZ S EE
(M) 422 (15,121)
At 31 December (Note (ii)) W+ =B =+—8 (FF=E) = (18,002)
Change in fair value of the CCS during the year FRAR X E¥mH 7 A FEE 17,580 7,209
Effective portion of the cash flow hedges ReREEH 2 BRI HR
recognised in other comprehensive Hth2EK S RER
income (Note (iii)) (P& i) 17,580 7,209
Notes: BT

(i) During the year, gains and losses transferred from equity to profit or loss are
included in other operating expenses of approximately HK$16,926,000 (2018:
HK$32,734,000) and finance costs of approximately HK$17,348,000 (2018:

HK$17,613,000).

(i) The entire balance in the hedging reserve relates to continuing hedges.

(i) There was no hedge ineffectiveness recognised in the consolidated

statement of profit or loss during the years.

() RERN - BREEREEEZREREBER
S AE ML T4 516,926,000/ 7T (=
T— \FF 132,734,000/ 70) REVER AL A
17,348,000 7L (=& — /\4F : 17,613,000
JT) °

(i) R REE 2 BHRRRSELTER -

(iii) Eiﬁﬁrﬁﬂjtﬂﬁ"ﬁ?é\%aﬁni%ﬁﬁé%%‘mﬂﬂ

E‘ér
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184

DERIVATIVE FINANCIAL INSTRUMENTS AND
FAIR VALUE MEASUREMENTS (continued)

Fair value measurements

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The following disclosures of fair value
measurements use a fair value hierarchy that categories into three levels

the inputs to valuation techniques used to measure fair value:
Level 1 inputs: quoted prices (unadjusted) in active markets for identical

assets or liabilities that the Group can access at the measurement date.

Level 2 inputs: inputs other than quoted prices included within level 1

that are observable for the asset or liability, either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.

The Group's policy is to recognise transfers into and transfers out of any
of the three levels as of the date of the event or change in circumstances

that caused the transfer.

27 TEERMITARAFEHEE

(&)

AREIE
RFEATHLEERAEAREAFR
SHRHEBENRKIMREEA BT
N2 B - LT AFEFERBEHRAS
ARt ERFEZHET ZBAZREE D
Bz ATERBER

F—BEARE R EEAREE TN
G IEF E AR A EAE RS2 RE
GREEREE) -

E_RBABE REEXBBEEERNKME
B A BR 2 BARE (F - RABENE
BERIM) o

FZRBABE  EELRENTABRER
BWABUR °

AEBHNBRRENSEBBNEMHRBR
BEBEEZARRBEASLELEN =
MEVRAFEZRSE -
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Fair value measurements (continued)

27.DERIVATIVE FINANCIAL INSTRUMENTS AND
FAIR VALUE MEASUREMENTS (continued)

The following table presents the level in fair value hierarchy, valuation

techniques and inputs used:

A EHRRME

27 TEERMITARAFEHEE
(&

AF(EE ()
TREBINAFESH - HETERMER
N Ea A\ B

Fair value at 31 December

Rt=A=t+—-R2A¥HE

Assets Liabilities Assets  Liabilities
5E & BE afE
2019 2018
Fair value  Valuation —E-hE —T-N\F
hierarchy  techniques Inputs HK$'000 HKS'000
DNVEER HEFE BABE FTHERT TET
Recurring fair value measurements:
Y ATPEN R -
Financial assets and liabilities
SRIEEREE
Derivative financial instruments
PTETHMIEA
Cash flow hedges - CCS Level 2 Discounted ~ Market interest rates - - 12,553 21,954
RenBET-IXNEBEDR F-R cash flow (ie. HIBOR) and
method foreign exchange
FRIREME  rates for RMB

and HKS

mHHE (&R

RITREFERR)
BARE RETTH)

SNEE =

During the years ended 31 December 2019 and 2018, there were no

transfer of fair value measurement between Level 1, Level 2 and Level 3

for the financial assets and liabilities.

HE-_Z-—hER-_ZT—N\E+-F=+
—ALEFEE cRHEERBES—H F
—HRRF=ZHE AT EFEL EER -
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28.DEFERRED TAX LIABILITIES

The following are the deferred tax liabilities recognised by the Group.

28 EEBRERE
TRAREBAMERZBEHARRE -

Revaluation

of property, Revaluation
plantand  of right-of- Withholding

equipment use assets tax Total

EEYE - EfEA
BE R &1 REE SEEIERE] gt
HK$'000 HK$’000 HK$’000 HK$’000
THER FHERT FHET FET
At 1 January 2018 R-—ZT—N\F—HF—AR 7433 = 3,194 10,627
Acquisition of associates g2 /NE] = = 6,474 6,474

Transfer to assets classified ERESHEAFIELERN

as held for sale (Note 24) B (Ffak24) (849) - - (849)
Payment (NE - - (18,905) (18,905)
Charge to profit or loss EECEREITS 957 = 14,567 15,524
Exchange differences fEHZ5E (413) - (311) (724)
At 31 December 2018 R-FB-NF+-H=+—H 7,128 - 5,019 12,147
Acquisition of a subsidiary W bE — T B A 7] 4,829 6,129 = 10,958
Payment BN - - (34,409) (34,409)
(Credit)/charge to profit or loss  (§FAEzE),/ Bi8z kR (240) (138) 37,584 37,206
Exchange differences R - (211) (102) (139) (452)
At 31 December 2019 —NE+=—A=+—8 11,506 5,889 8,055 25,450

At the end of the reporting period, the Group has unused tax losses
of approximately HK$62,402,000 (2018: HK$58,681,000) available

for offsetting against future profits. No deferred tax asset has been

recognised due to the unpredictability of future profit streams. Included

in unrecognised tax losses are losses of approximately HKS$51,669,000

(2018: HK$47,948,000) that will expire in five years. Other tax losses may

be carried forward indefinitely.
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RBERAR REEBHBRFEANHRIE
BB 4 /562,402,000 (ZF— )\ F :
58,681,000/ 7T ) A] AR S5 8 SR s Fl) AR
PNRAIFE MR G AN - BSERIET IR B ES
iR - BERBRANEBEERZERENAR
51 669000/%75(_7 J\EE : 47,948,000/

L) HERAFREIE - HMBiIEEEA
R B A g
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28.DEFERRED TAX LIABILITIES (continued)

At the end of the reporting period, deferred tax liabilities of
approximately HK$50,238,000 (2018: HKS$58,612,000) have not been
recognised in respect of the temporary differences associated with
undistributed profits of subsidiaries as the Group controls the dividend
policy of its subsidiaries and it has been determined that these

undistributed profits will not be distributed in the foreseeable future.

A EHRRME

28 EEB A (42

REBEER - BENERRRD KN E
BTN ERENABRZECRIEAELY
/450,238,00078 7T (—ZZF — J\4F : 58,612,000
BIT) - AR RS B 2 H B A R AR R
RAEBEFZSEAPEEMNENTRRETSE
DIk °

return to the shareholders through the optimisation of the debt and

equity balance.

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.

29.SHARE CAPITAL 29. ]k A
Number of shares Amount
BRHOEE x|
‘000 HKS$'000
TR FAT
Authorised: JEE
Ordinary shares of HK$0.01 each BiREE.0 BT 2 E B
At 31 December 2018 and 2019 RZBE-NERZZT—NF
+=—A=+—8 2,000,000 20,000
Issued and fully paid: BERITRHE -
Ordinary shares of HK$0.01 each FIEE.0 BT 2 EB
At 1 January 2018, 31 December 2018 RZZE-N\F—HA—AH"
and 31 December 2019 —N\E+ZA=+—HEK
—E-hF+=ZA=1+—H 929,047 9,290
Capital management E2EE
The Group's objectives when managing capital are to safeguard the NEBEEES Z AEARBENEBEE
Group's ability to continue as a going concern and to maximise the B EREEERE e - WiEBEL

St P B E L IR B R

AEBRFRBIZLOIRERASER - &
SERFEEANEBENABEE AR
HREBEEEARBRIELHE - H#ER
KFBEARRE  AEEAUERABRRBRR
IR 2B BITHR - BEkD B85
e BEORAEBERBEEENERE
% o
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A M RAME

29.SHARE CAPITAL (continued)

Capital management (continued)

The Group monitors capital on the basis of the debt-to-adjusted-capital

ratio. This ratio is calculated as net debt divided by adjusted capital. Net

debt is calculated as total borrowings less cash and cash equivalents.

Adjusted capital comprises all components of equity (i.e. share capital,

share premium, non-controlling interests, retained profits and other

reserves) other than debit amounts recognised in equity.

During 2019, the Group's strategy, which was unchanged since 2007,

was to maintain a capital structure with a lowest weighted average cost

of capital. The debt-to-adjusted-capital ratio at 31 December 2019 and

at 31 December 2018 were 7.7% and 10.1% respectively.

29. AN (4F)

ESEE (#)

AEERBEEFACHABREA L XERE
A BRALETIAEBFEGALHAES
AEtE - BHFRASAERRREE MRS
EEMHE - KRABELABEEDA I
0 (AR~ Bin (8 - FFEEhltErEss - R
BRENAMNREMEE)  ERESERZ
RS BRERIN ©

ZE-NEFFRN - AEBZRBR(BZEE
THER—ERE)  DEF—EERMET
HARETERREKFEZERERE - RZF
—NE+ZA=ZT-BR=F-N\F+=
R=+—B2EBELHEERLES R
R7.7%510.1% °

2019 2018
—E-NF —E-N\E

HK$’000 HK$'000

FBxT FiIT

Total borrowings BER 1,549,091 1,762,292
Less: cash and cash equivalents B HeRREEEY (1,173,482) (1,270,781)
Net debt E1% 558 375,609 491,511
Total equity P m 4R %R 4,041,709 3,988,763
Add: debit amounts recognised in equity o RERERZ RS 841,031 859,033
Adjusted capital KRBER 4,882,740 4,847,796
Debt-to-adjusted-capital ratio BTG BLAE BB AN by R 7.7% 10.1%
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29.SHARE CAPITAL (continued)
Capital management (continued)

The decrease in the debt-to-adjusted-capital ratio during 2019 resulted

primarily from decrease in total borrowings.

The only externally imposed capital requirement is that for the Group to
maintain its listing on the Stock Exchange it has to have a public float
of at least 25% of the shares. The Group receives a report from the share
registrars weekly on substantial share interests showing the non-public
float and it demonstrates continuing compliance with the 25% limit
throughout the year. As at 31 December 2019: 52.4% (2018: 52.4%) of

the shares were in public hands.

A EHRRME

29.0] A& (&

EEE(E)

R-F—-NF  BEHHABRESNLLEE
DPEERRBRBETR DR

SNERREIN 2 W — B AR ERARNEBR G 2
NEBRFBRERDEIEIY  NEFERHR
Frz Emithhr - AEETEBHEERD
BEELEBTRIEAREREZEARN
BamE  AHERESERIAEENEESF
B EET%REZHEE - R=ZF —
NE+=ZA=+—8 :524%(=ZF—N\F :
524%)RMDBERBATIA -
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30.STATEMENT OF FINANCIAL POSITION OF THE

190

30. 42 ] 2 B AR R &R

COMPANY
2019 2018
—E-hEF —E-)N\F
Note HK$’000 HK$'000
BisE FET FHT
ASSETS BE
Non-current assets HRBEE
Investments in subsidiaries RHBRRZKRE 1 1
Derivative financial instruments TSI A - 12,553
Total non-current assets EREEEALE 1 12,554
Current assets REEE
Due from subsidiaries & Y it /B8 2 A IR 4,351,738 4,549,152
Pledged bank deposit EHEMIRITIFR - 4,619
Bank and cash balances R1T RS R 29,661 7,875
Other current assets HEfme&E 321 1,765
Total current assets REBEERE 4,381,720 4,563,411
TOTAL ASSETS EERRE 4,381,721 4,575,965
EQUITY s
Capital and reserves IR AR
Share capital A 29 9,290 9,290
Reserves 1 31(b) 2,817,113 2,775,230
Total equity ERER 2,826,403 2,784,520
LIABILITIES &&
Non-current liabilities FRBEME
Bank borrowings fﬂ_fﬂ%%ﬁ( = 1,762,292
Derivative financial instruments TEemIT A - 4,458
Total non-current liabilities FREBAEALE = 1,766,750
Current liabilities BB E
Derivative financial instruments MTELHIA = 17,496
Bank borrowings RITER 1,549,091 =
Other current liabilities EfrsaE 6,227 7,199
Total current liabilities REAEEE 1,555,318 24,695
Total liabilities =Nft ol 1,555,318 1,791,445
TOTAL EQUITY AND LIABILITIES EnkAEEE 4,381,721 4,575,965
Net current assets REEEFE 2,826,402 4,538,716
Total assets less current liabilities BEABERABAS 2,826,403 4,551,270

Approved by the Board of Directors on 15 May 2020 and are signed on

its behalf by:

Ge Su
E#

Executive Director

HITEF

R-ZE_TFRA+RAAEEESHET

RTIRKREE

Liu Shun Fai
ERE

Executive Director

HITEF
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31.RESERVES 31

(a)

Group

The amounts of the Group's reserves and movements therein are

presented in the consolidated statement of profit or loss and other

it

) A%

~a

AREZEESHERENE

BiE&E

BH N AR

Ko Bt 2 T M & %&iﬁ/\’fiéﬁ

comprehensive income and consolidated statement of changes in BE)E ©
equity.
Company (b) AT
Employee Foreign
share-based currency
Share compensation Hedging translation Retained
premium reserve reserve reserve profits Total
DRGSR SHE
ROEE ESMERE  BIRE  IERE  REER h)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER ThRL
At 1 January 2018 RZE-N\E—-f-H 2517392 2489 (10,090) 374478 44,588 2928857
Total comprehensive income for the year AR 2 BN EE - - (7912) (149,123) 145,552 (11,483)
Dividend paid for 2017 YRZE—+ERE - - - - (67,820) (67,820)
Dividend paid for 2018 (Note 13) TRZF-NERS (H:E13) - - - - (74324) (74324)
Changes in equity for the year TEEERE = = (7.912) (149,123) 3408 (153627)
At 31 December 2018 RZE-N\F+ZA=1—H 2,517,392 2,489 (18,002) 225,355 47,996 2,775,230
Total comprehensive income for the year  REEZENFLE - - 18,002 (56,810) 252,565 213,757
Dividend paid for 2018 (Note 13) IRZE-NERE (FE13) - - - - (59,459) (59,459)
Dividend paid for 2019 (Note 13) TRZE-NERS (HF13) - - - - (112,415)  (112,415)
Changes in equity for the year AERERE - - 18,002 (56,810) 80,691 41,883
At 31 December 2019 RZE-NETZA=+-H 2,517,392 2,489 - 168,545 128,687 2,817,113
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AN
Iy

R L

31.RESERVES (continued)

192

(c) Nature and purpose of reserves

(i) Share premium

Under the Companies Law of the Cayman Islands, the funds in
the share premium account of the Company are distributable
to the shareholders of the Company provided that immediately
following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its

debts as they fall due in the ordinary course of business.

(ii) Special reserve

The special reserve of the Group comprises (a) the amount
that arose as a result of the reorganisation implemented and
represented the difference between the nominal value of the
aggregate share capital of the subsidiaries acquired pursuant
to the reorganisation, over the nominal value of the share
capital of the Company issued in exchange therefore; and
(b) the excess of the fair value of consideration payable for
the acquisition of additional interests in subsidiaries over the

decrease in the carrying value of the non-controlling interests.

(iii) Employee share-based compensation reserve

The employee share-based compensation reserve represents
the fair value of the actual or estimated number of unexercised
share options granted to directors and employees of the Group
recognised in accordance with the accounting policy adopted
for employee share-based compensation benefits in Note 3(l)

to the consolidated financial statements.

(iv) Hedging reserve

The hedging reserve comprises the effective portion of the
cumulative net change in the fair value of hedging instruments
used in cash flow hedges pending subsequent recognition
of the hedged cash flows in accordance with the accounting
policy adopted for cash flow hedges in Note 3(w) to the

consolidated financial statements.

3.0 (&

(o) fEt2

tEREH

(i) B3 =E

(ii)

RIEFHSHEREE - AABRN
HBERZESAHRDIKTARAR
R ESZREEFES RS AR
AARBBENEEELNAFEER
BERCDEHZET -

HE#

AEBEZERIREEEEGQRET
BAMELNFIALERIBEEHEMN
Wi P8 2 Rl AR AR 2 (B RE B AR
RAAB R ET 2 RAEE
ZERE > Rb)ENHEKBHER
Bl BIMER R E A EBBIFE
Bl SRR (ER D 2 5

(iii) R 7317 2 IEE B2 171

PABR 9 32 5 2 1 B BN & & f 1R AR 1%
BLAR B B 75 R M R 3 () AR 1D 2
2 18 B B 58 FI P SR AN B0 & 51 IR
RER  RTAEEEERESH
ATEEBREZERSMGABEZ
NFE -

(iv) ¥t 7%

HhFEERERERELITER
ZEHTARFEZRFTEEHFER
BREn - AR ERER
BEIRFER - XS MEBLIP BT
RIBAR B M TS BRI E3 (W) LS
ZEFTBORERIE °
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31.RESERVES (continued)
(c) Nature and purpose of reserves (continued)
(v) 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 3(d)(iii) to the consolidated financial statements.

(vi) Revaluation reserve

The revaluation reserve represents the Group's share of
associates’ post-acquisition movements in revaluation reserve
and is dealt in accordance with accounting policy in Note 3(c)

to the consolidated financial statements.

(vii)Statutory reserves

The statutory reserves, which are non-distributable, are
appropriated from the profit after taxation of the Group's PRC
subsidiaries under the applicable laws and regulations in the
PRC.

32.EMPLOYEE SHARE-BASED COMPENSATION
BENEFITS

Equity-settled share option scheme

The Company operates a share option scheme (the “Scheme”) for the
purpose of providing incentives and rewards to eligible participants who
contribute to the success of the Group's operations. Eligible participants
include the full-time and part-time employees, directors, substantial
shareholders of each member, associates of directors or substantial
shareholders and trustees of any trust pre-approved by the Board of the
Company and the Company'’s subsidiaries. The Scheme became effective
on 16 June 2014 and, unless otherwise cancelled or amended, will

remain in force for 10 years from that date.

A EHRRME

31.6##& (&
(c) EEB2ZMERBEMN (&)
(v) SN Z e

BEREREINERS 2B RE
TR 2 B2 - ATV IRIE
b5 BT TR R 3( i) TR 2
BEHEEAE -

(vi) E1G1#

EhFHEEARERGEZ AR
BReEMGREESY  LRESE
SRR M3 (OB G T BEKE
8

(vii) S E 1A 1
TR 2 ET BN AERY
HENBEARRETRBAEER
SERABBREEFID o

R.URB N Z2RBREMEER

AR A E A RB AR T 8

ApmET-EBRESE ([518)) - §
ERHAKBEBRMIELERZAER
SHEERHYBRER EERSEER
BERERARZERERBES &% -
TERF BEIZHEAXTIERERA
ARRARARRMBARIZERTSTALIE
ZIEFANZFEA - FEER T —HFR
AT/ BEX - BRIESTHEHIER - &
AIBRAKHEZERI0F -
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32.EMPLOYEE SHARE-BASED COMPENSATION 32U XFZ2EEMELIER

BENEFITS (continued)
Equity-settled share option scheme (continued)

No share option was granted under the Scheme after it was approved.

The share option scheme adopted by the Company on 10 March 2004
(the 2004 Scheme") expired on 9 March 2014, however, the outstanding
share options granted under 2004 Scheme shall continue to be valid and
exercisable during the prescribed exercise period in accordance with
2004 Scheme.

Details of the share options outstanding under 2004 Scheme during the

year are as follows:

(&)
DRSS BRES (A7)
I B AR R RV L (R -

ARARR-_ZZNF=A T HRANBR
s ([ —Z2THFFHEDE_FT—HF
ZANABERH - A RE_FTMF
FEIFTR W AR TTENBREDABR
I AR — T E M IR E M 1T EH
FRTT{E o

FRE=FEMEH T HRTEZBR
AT ¢

2019 2018
—E-NF —B-N\FE
Number of Weighted Number of Weighted
share average share average
options exercise price options exercise price
InREF 15 i1
BREHE TEE  EREEE 1718
HK$ HKS
BT BT
At 1 January w—A—H 1,794,949 3.64 1,794,949 3.64
Lapsed during the year RERKB - - = =
At 31 December R+=—RA=+—H 1,794,949 3.64 1,794,949 3.64
Exercisable at the end of the year ~ RAERA] T17{# 1,794,949 3.64 1,794,949 3.64
The options were fully vested to the grantees as of 31 December 2019. BE-_ZE—NF+-_A=+—H - BEik#E
EEEBARKA -

Options will be lapsed if the employees leave the Group.

No share options were exercised during the year. The options
outstanding at the end of the reporting period have a weighted average
remaining contractual life of 1.58 years (2018: 2.58 years) and the
exercise price is HK$3.64 (2018: HK$3.64).
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33.NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

(@) Acquisition of a subsidiary through step acquisition of

an associate

On 30 July 2019, the Group acquired 52% of the equity interest of
Nanjing Sanlong Packing Co., Ltd. ("NJSL") for a total consideration
of approximately HK$85,578,000. NJSL was engaged in printing
of cigarette packages during the year. The acquisition is for
the purpose of solidifying the Group's leading role in tobacco

packaging industry in the PRC.

The Group accordingly remeasured the fair value of its pre-existing
interest of 48% in NJSL at 30 July 2019 and recognised the resulting
gain of approximately HK$35,403,000 on the deemed disposal of
the Group's pre-existing interest in NJSL.

Details of the fair values and carrying amount of the Group's
pre-existing interest in NJSL at 30 July 2019 are summarised as

follows:

A EHRRME

BEEHERERNEE

(a) EBBERNT DL WE—EWE
NG

RZZ—h&EtA=+8 " KNEE
#B{E4) 585,578,000 TR EBEURE T
MRZEEEAERAR ([ER=E])
Z52%RHE c MR —BEREANEBHE
BEDRINRED - ZBBEREE
REERTBREE B EITEZELM

fiL °

AEEBR-_ZT—NFLA=1THEH
STEHAARER=ZERE 248% %
mZANVE - WHERREERED
ERERZERAEEGa 2 WA
35,403,000/ 7T ©

FEER-_Z-NFLA=1+HER
RE-BRBAZREREAVFEREE
ERAFBHALNT

HK$’000

FE T

Fair value of pre-existing interest in NJSL REER=-FEEmATE 78,995
Less: carrying amount of pre-existing interest in NJSL & : R M R = BESEEE (43,592)
Gain on deemed disposal of an associate RIELE—[Ei & AR 2 Bl 35,403
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33.NOTES TO THE CONSOLIDATED STATEMENT OF 33.Z8 B & HhEXRMT (&

CASH FLOWS (continued)

(@) Acquisition of a subsidiary through step acquisition of
an associate (continued)

(a) BRBENT DL WE BB
DA (&)

AR=ZERKRBAZATERIIEER

The fair values of the identifiable assets and liabilities of NJSL

196

acquired as at the date of acquisition are as follow: BEZAFENT :
Net assets acquired: B EEFE :

HK$’000

FET

Property, plant and equipment Y - BE KRB 74,191
Right-of-use assets FREEE 26,030
Inventories IERS 36,748
Trade and other receivables E 5 & H e kIR 99,941
Bank and cash balances RITRIBREH 186,291
Trade and other payables B 5 KM HMENFRIA (113,260)
Dividend payable FEATRR B (148,452)
Deferred tax liabilities RERIEEE (10,958)
Current tax liabilities MBI A & (1,491)
149,040
Fair value of pre-existing interest in NJSL REER=-EREmATE (78,995)
Goodwill S 15,533
Total consideration satisfied by cash RS EN 2 BRE 85,578
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33.NOTES TO THE CONSOLIDATED STATEMENT OF 33.%R8H & RERMKT (&
CASH FLOWS (continued)

(a) Acquisition of a subsidiary through step acquisition of () BRBEATN 2T RE—EHB

an associate (continued)

Net cash inflow arising on acquisition:

DA (&)

WIERELEMNFRESTA

HK$’000

FET
Cash consideration paid BERENRE (85,578)
Cash and cash equivalents acquired WERe RREEEY 186,291
100,713

The goodwill arising on the acquisition of NJSL is attributable to the
anticipated profitability of the distribution of the Group's products
in the PRC and the anticipated future operating synergies from the

combination.

NJSL contributed approximately HK$71,550,000 and HKS$11,254,000
respectively to the Group's revenue for the year and profit for the
year for the period between the date of acquisition and the end of

the reporting period.

If the acquisition had been completed on 1 January 2019, total
Group's revenue for the year would have been approximately
HK$146,369,000, and profit for the year would have been
approximately HK$29,068,000. 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 1

January 2019, nor is intended to be a projection of future results.

Acquisition-related costs of approximately HK$264,000 have been
charged to administrative expenses in the consolidated statement

of profit or loss for the year ended 31 December 2019.

WEER=RELAZHEAAKER
FEEHERZTAHANE N KBS
BHRZ KRR L HRREMS -

ERE-ERKEBAEREERB™D
B AREEE B4 471,550,000 7T &
11,254,000/ 7T 2 FF MM S R F s Fl)

HEEEBEER-_T—NF—A—H8
TR AIAREEMFERAZBKEE L
#5146,369,000/8 7T + M4 Wim Al & 49
#$29,068,0008 7T © BE &R THE HEH
B WIHAEBBIERN =T —NF—
A—BERUKIEEIEmER LIRS
e RIS S B 2R - NI E
BARRERZ ZTBA -

#9264,00078 TWEERBX AEREE

“E-NAF+ZA=t-BIEFEZ
HFABERTATTRRAX -
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33.NOTES TO THE CONSOLIDATED STATEMENT OF 33.%R8H & RERMKT (&

CASH FLOWS (continued)

(b) Disposal of a subsidiary (b) HE—REMERE

198

Pursuant to the sale and purchase agreement, the Group disposed

of its 60% equity interests in a subsidiary during the year.

REBEEEWHS  AEERFALET
H i — IR 8 2 Bl A60% AR HE

Net assets at the date of disposal were as follows: REEBRZFEENT
HK$’000
FET
Property, plant and equipment W - BE RFE 61,411
Right-of-use assets FRESE 14,287
Goodwill EHE 10,505
Other non-current assets Hi3EmEh & E 703
Inventories EE 23,333
Trade receivables B 5 EWGRIE 13,745
Prepayments and deposits FENRERIES 211
Bank and cash balances RIT R EH 877
Trade payables Z ZENHIE (24,282)
Current tax liabilities REAFRIE B & (1,090)
Bank borrowings RITHEIK (3,353)
Deferred tax liabilities BEERIAEE (833)
Net assets disposed of BHECEEFE 95,514
Non-controlling interests eI MR (34,004)
Gain on disposal of a subsidiary & — B AR 2 Es 19,557
Total consideration BRE 81,067
Total consideration: HRRAE -
Satisfied by cash IR S E R 44,823
Cash consideration receivable included in H|AH A EWR A EW IR SR E
other receivables 36,244
81,067
Net cash inflow arising on disposal: HEEAZFREMA
Cash consideration received BWEH 2B RE 44,823
Cash and cash equivalents disposed of BHEZReRREEEY (877)
43,946
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33.NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (continued)

(c) Reconciliation of liabilities arising from financing
activities

The table below details changes in the Group's liabilities arising

from financing activities, including both cash and non-cash

A EHRRME

BAGREREBRME (A
(0 BMETBEEZAEUE

TRAKEEREEHELY BES
BHE BERLRERLED - B

changes. Liabilities arising from financing activities are those for

which cash flows were, or future cash flows will be, classified in the

Group's consolidated statement of cash flows as cash flows from

financing activities.

BRPELZEBEDNARSRERH
REECRENAEBZGRATRE
ROBAMELTDHHREREZEE -

Lease liabilities Bank borrowings (Note 26) Total
HEEE RITE (HEE26) #sct
2019 2018 2019 2018 2019 2018
ZE2-AF —E-N\F ZB-hnF —T-\§ ZB-NF _—T)F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TET TERL TET TERL TET
At 1 January n—A—8 38,724 - 1,762292 1470357 1,801,016 1470357
Cash flows Heng (12,637) - (225,750) 285,200 (238,387) 285,200
Additions NE 2,473 - - - 2,473 -
Derecognition R (20,683) - - - (20,683) -
Transfer to liabilities directly ~ EEZEBABARKELE
associated with assets MEEERBBNAR
classified as held for sale - - - (3416) - (3416)
Interest expense HMERZ 1,474 = = = 1,474 =
Amortised cost 3 DN - - 12,326 10,404 12,326 10,404
Exchange differences BEH =5 (1,679) - 223 (253) (1,456) (253)
At 31 December ®+-—A=+—H 7,672 = 1,549,091 1,762,292 1,556,763 1,762,292
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33.NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (continued)

(d) Total cash outflow for leases

Amounts included in the consolidated statement of cash flows for

BEERERERME (F

(d) HERERHAE

RiFRRERERCHESHEBREN

leases comprise the following: N

2019 2018
—E-NF —E-N\F
HK$'000 HKS$'000
THERT FHET
Within operating cash flows KERSREN 5,545 15,525
Within financing cash flows MERERENRN 11,163 =
16,708 15,525

These amounts relate to the following: MRAEEEN T
2019 2018
—E—NF —E-)N\F
HK$'000 HK$'000
FHET FHET
Lease rental paid EfHEE 16,708 15,525
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34.RELATED PARTY TRANSACTIONS

(a) Save as disclosed elsewhere in these consolidated financial

statements, the Group had the following material related party

M EEBEAELRS

A EHRRME

(a) FRULFHREMBRRELMEDAKE
EFI ARBERAFEGETUATE

transactions during the year: RNEAEATRS -
2019 2018
—E-NF —T—N\E
HK$’000 HKS$'000
FHExT FET
Purchases from associates B A=V 248,667 258,056

Note: The purchases from associates were made under normal commercial

terms.

(b) Compensation of key management personnel

BYRE « P R RIEREE TY IR IR — ARP S A5R5K

17 -

b) TEEEAENFEE

The key management personnel of the Company comprised all ARRAMEEEREAEBREMABE
directors, details of their remuneration are disclosed in Note 9 to T HEMAAS NGRS M RERM
the consolidated financial statements. RHEE o
(c) At the end of the reporting period, the following balances with (c) REEEIR - BAREHE 7 AT EEE
related parties were included in:
2019 2018
—E-hF —E-N\F
HK$'000 HKS$'000
FHET FHT
Trade and other receivables: B 5 I HoAth FE LR
Associates /N 63,391 83,778
Trade and other payables: B 5 M HMENFIR
Associates kNS 52,555 65,815

The amounts due from/to associates

and have no fixed terms of repayment.

are unsecured, interest-free

B SN R BB 2 RARER

2SR EE

TEEFE o
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35.

36.

202

EVENT AFTER THE REPORTING PERIOD

After the COVID-19 outbreak in early 2020, a series of precautionary and
control measures have been and continued to be implemented across
the globe. Some of the Group’s production sites in the PRC had been
closed temporarily due to travel restriction from other provinces and
cities in the PRC. All production sites have resumed production in March
2020 on a stage-by-stage basis in accordance with the instructions
and measures adopted by various provincial governments of the PRC.
The Group is paying close attention to the development of, and the
disruption to business and economic activities caused by, the COVID-19
outbreak and has been continuously monitoring and evaluating its
impact on the financial position, cash flows and operating results of the
Group. Given the dynamic nature of the COVID-19 outbreak, it is not
practicable to provide a reasonable estimate of its impact on the Group's
financial position, cash flows and operating results at the date on which

these consolidated financial statements are authorised for issue.

BANKING FACILITIES

As at 31 December 2019, banking facilities of the Group are mainly
secured by the corporate guarantees given by certain subsidiaries (2018:
the charge over certain bank deposits, property, plant and equipment,
personal guarantees given by independent third parties, and corporate
guarantees given by certain subsidiaries and an independent third

party).

35. 3R EHIRE1E

—E-TFEYBEHECOVID-19&RIBZE &
KE R AE B E i — R TPy Rzl
Mo R BEEME MR HITRE - ANE
B R E) — LA E R B E R o P
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37.CAPITAL COMMITMENTS 37. EAEE
2019 2018
—EB-NF —B-N\F
HK$’000 HK$'000
FERT FAT
Contracted but not provided for: BRTAB AR
Acquisition of property, plant and equipment  BBE¥E - BE LR E 49,916 123,723
38.0PERATING LEASE ARRANGEMENTS 3. EEHERH
The Group leased certain of its office and factory premises under AEEREBELCEHERHHEAEETHA
operating lease arrangements. The original lease terms for the office and ENBEYE - BAERBENEEEHN
factory premises ranged from one year to ten years. F—ZE+5F o
As at 31 December 2018, total future minimum lease payments under BHE_Z-—N\F+A=+—H0  FTAH
non-cancellable operating leases were as follows: HEEME 2 ARKEHS S NEER
HK$’000
FE T
Within one year —FR 13,087
In the second to fifth years, inclusive E_FEELEN(BREERMRE) 29,378
42,465
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39.CONTINGENT LIABILITIES
At 31 December 2019, the Group did not have any significant contingent
liabilities (2018: Nil).

40.SEGMENT INFORMATION

The Group has two reportable segments under HKFRS 8 as follows:

- Printing of cigarette packages
- Manufacturing of transfer paper and laser film

The Group's reportable segments are strategic business units that offer
different products. 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 3 to the consolidated financial statements. Segment
profits or losses do not include corporate administrative expenses.

Segment assets do not include goodwill, derivative financial instruments,
financial assets at FVTOCI, corporate bank balances, prepayments and
deposits and other receivables for general administrative use. Segment
liabilities do not include bank borrowings, other payables and accruals

for general administrative use and derivative financial instruments.
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40.7 RPEH (&)
EMTERAB2EN  AERAEZE

40.SEGMENT INFORMATION (continued)

Information about reportable segment profit, assets and liabilities:

K

Manufacturing  Manufacturing
Printing of Printing of of transfer of transfer
cigarette Cigarette paper and paper and
packages packages laser film laser film Total Total
EBER EVLR
BEEEON sEexdR  BRESE  S9REE by by
2019 2018 2019 2018 2019 2018
“E-nf T \f  ZE-AFE ZT-\F ZB-hafE  ZE)\F
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
THT T TEL THL THT THr
Year ended 31 December HREt-A=1t-HLEE
Revenue from external customers — RESNFEF 2 Kzs 2,388,327 2,476,805 19,205 25,860 2,407,532 2,502,665
Segment profit PEb T 504,852 548,298 1,875 2199 506,727 550,497
Interest income FIEHA 14,970 14220 124 200 15,094 14420
Depreciation and amortisation TEREH (82,075) (80077) (404) (464) (82,479) (80,541)
Impairment losses on property, n%  BERRERESE
plant and equipment (1,732) - - - (1,732) -
Share of profits of associates EREE A AR 55,949 61,923 2,802 2137 58,751 64,060
Income tax expenses RS (68,799) (103,364) 12 (30) (68,787) (103,394)
Additions to segment REDDERBEE
non-current assets 319,495 173,787 118 95 319,613 173,882
As at 31 December R+=A=t+-8H
Segment assets PEEE 3,481,367 3,533,740 55,960 65,282 3,537,327 3599022
Segment liabilities PEEE (947,323) (889,461) (1,492) (1,870) (948,815) (891331)
Interests in associates REE AR B 488,835 587,548 37,668 35,565 526,503 623,113

205



SERHERERAT | AMVIG Holdings Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR B IR M

40.SEGMENT INFORMATION (continued)

Reconciliation of reportable segment profit or loss, assets and liabilities: ERAEHRN,PrER BEEMBEZY
BR :
2019 2018
—E-hF —T-N\F
HK$’000 HK$'000
FERT FHET
Profit or loss iﬁ?ﬁ*‘r
Total profit or loss of reportable segments Wy FPIEm AR 506,727 550,497
Gain on disposal of a subsidiary tl:'.’%—F'aEJ M8 A Az W 19,557 =
Gain on deemed disposal of an associate RIELE— & AR 2 & 35,403 =
Other profit or loss EfthEs (198,066) (223,372)
Consolidated profit for the year RAEAFEE @A 363,621 327,125
Assets BE
Total assets of reportable segments AI2Wy BEERLRE 3,537,327 3,599,022
Goodwill [k 2,559,487 2,592,255
Financial assets at FVTOCI BEAFEFARMEE KR
TREE 1,542 1,571
Assets classified as held for sale PEARBIELENEE - 127,434
Other assets HthEE 487,543 435,031
Consolidated total assets A BEERE 6,585,899 6,755,313
Liabilities ﬁﬁ
Total liabilities of reportable segments EWH A FEETE (948,815) (891,331)
Liabilities directly associated with assets HAEARIELENEERRE
classified as held for sale HENERE - (30,116)
Other liabilities HpaE (1,595,375) (1,845,103)
Consolidated total liabilities RERERE (2,544,190) (2,766,550)




—Z—NEFH | Annual Report 2019

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AR e BRI R

40.SEGMENT INFORMATION (continued) 40. 0 &R ()
Geographical information: wERER :
Over 90% of the Group's revenue and assets are derived from customers AEB BN W MEERBUNRFEHZE
and operations based in the PRC and accordingly, no further analysis of PR A EE —SHBEREE 2
the Group's geographical information is disclosed. HE &R ST
Revenue from major customers: REEXERF 2 Wz
2019 2018
—E—-hF —T-N\F
HK$’000 HK$'000
FET FAT
Printing of cigarette packages BIE B R
Customer A BEEHE 485,191 503,144
Customer B BRZ 371,074 439,162
Customer C EPRA 368,637 328,106
Customer D 2ET 260,178 260,523
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41.PRINCIPAL SUBSIDIARIES 4. EEMELQT
Particulars of the principal subsidiaries as at 31 December 2019 are as RZZE—NE+A=+—H ZZEWESB
follows: NRFEWNT :
Issued and fully
Place of incorporation/ paid-up share capital/ Percentage of ownership
Name registration and operation  registered capital interest/profit sharing Principal activities
BEARAR EiREER/
£ ERMAL/AMREERE  BA/EMER begilt ValEpil o TEEH
Direct Indirect
E# i
AMVIG Group Limited British Virgin Islands (‘BVI") Ordinary HK$1,000 100% - Investment holding
EREEARAT AERUES Ei@R1,000ET REZR
(ZBRXAES))

AMVIG Investment Limited Hong Kong Ordinary HK$6,060,100 - 100%  Investment holding
EMREBRAH &k EER6,060,100%T RERR
Beijing Leigh-Mardon Pacific Packaging Co,, Ltd. PRC Registered capital - 83%  Printing of cigarette

("Beijing LMPP") (Note a) USD13,000,000 packages
IRREFIATFORERAR (HRBEA]) & & 713,000,000% T BEDZEER

(Hisa)
Bellgate International Limited BVI Ordinary HK$509,040,001 - 100%  Investment holding
Bellgate International Limited RBRIES TBR509,040001 7 REBR
Charm Profit Holdings Limited Hong Kong Ordinary HKS1 - 100%  Investment holding
BREEARAT &k ERRIAT RARR
Dongguan KWG Colour Printing Co, Ltd. (‘DG KWG')* ~ PRC Registered capital - 100%  Printing of cigarette

(Note b) HK$40,000,000 packages
RRBRVIERAT ([REER]) (WD) i & 740,000,000/ BEDZEER
Famous Plus Group Limited Hong Kong Ordinary HK$100 - 100%  Investment holding
HREEABRAF &k LEmR100#E T REZR
Glory Express International Limited Hong Kong Ordinary HKS2 - 100%  Investment holding
tEERARAT &k LRRAT RARR
Hangzhou Weicheng Printing Co,, Ltd. ("HZ Weicheng") PRC Registered capital - 100%  Printing of cigarette

(Note ¢) USD10,000,000 packages
MMEREDRIBR AR (FUMER D) (M) HE HH&710000,000% T BEDZEER
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41.PRINCIPAL SUBSIDIARIES (continued) NETEWBAT (Z)

Issued and fully

Place of incorporation/ paid-up share capital/ Percentage of ownership
Name registration and operation  registered capital interest/profit sharing Principal activities
BEARAR ELRERE/
3 HMRY/ ERREEESE  RE/ERER BREIBAL TEXH
Direct Indirect
E# %

Hubei Jinghua Colour Printing Co,, Ltd. (‘HBJH")* PRC Registered capital - 60%  Printing of cigarette

(Note d) RMB30,000,000 packages
W REVEBRAR (DR RE ) (fitkd) M &R AR 3000000070 BIE KR
Jingle Midas Limited BVI Ordinary USD100 - 100%  Investment holding
SEBRAA RRENES LER100%T RERZR
Kunming World Grand Innovation Printing Co,, Ltd. PRC Registered capital - 100%  Printing of cigarette

("Kunming World Grand") (Note e) USD7,500,000 packages
EREENADBARNA (EBERE)) (Hite) BHE & A7,500,000% 7T BIE KR
Leigh-Mardon Pacific Packaging Pte Ltd. Singapore Ordinary 5G518,836,040 - 100%  Investment holding
Leigh-Mardon Pacific Packaging Pte Ltd. I TR 18,836,040 5 I T REER
Mega Vision Enterprises Limited BVI Ordinary USD1 - 100%  Investment holding
Mega Vision Enterprises Limited RBRAEE Ll ET REER
Nanjing Sanlong Packing Co,, Ltd. ("NJSL)* (Note f) PRC Registered capital - 100%  Printing of cigarette

USD2,100,000 packages

BARZEREERAR ([FER=[E ) (fz) M & A2,100000% 7T BIE KR
Outstanding Viewpoint Limited BVI Ordinary USD1 - 100%  Investment holding
EBARRAR ERENAS LERIET RERR
Polywin (HK) Limited Hong Kong Ordinary HKS1 - 100%  Investment holding
g (BE)BRRA &k LERIAT RERR
Qingdao Leigh-Mardon Packaging Co, Ltd. PRC Registered capital - 60%  Printing of cigarette

("Qingdao LMP") (Note g) USD15,515,000 packages
EERBHBEERAR ([EBREH]) (Hidg) HE HMHEA15,515000%7T BE AR
World Grand Holdings Limited Hong Kong Ordinary HK$15,000,000 - 100%  Investment holding
BREEERAH &k LM 15000000757 RERR
Xi'an Great Sky Laser Hologram Co,, Ltd. PRC Registered capital - 51%  Manufacturing of

("Xi'an Hologram")* (Note h) RMB7,140,000 laser film
BEARARBEARRA ((BZAK ) (HEh) BE FMEARARET,1400007T BRRLEMERE
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41.PRINCIPAL SUBSIDIARIES (continued)

Place of incorporation/

Issued and fully

MNETENBAT (&)

paid-up share capital/

Percentage of ownership

210

Name registration and operation  registered capital interest/profit sharing Principal activities
BEARAR ELRERE/

3 HMRY/ ERREEESE  RE/ERER gt V=Rl od TEXH

Direct Indirect

E# %
Xinhong Hong Kong Investment Co,, Limited Hong Kong Ordinary HK$10,000 - 60%  Investment holding
EREBRERRAR &R E3k1000078 7T RERR
Xinhong International Investment Limited BVI Ordinary USD100 - 60%  Investment holding
ETARRABRAR ERERES LEmRI100ETT RERR
Notes: HitEE
(@ Beijing LMPP is a sino-foreign equity joint venture enterprise with an @ IERBRBHARIINEELELE  KEHH
operating period of 50 years commencing from 12 May 1995. —NMNEFRR T BB AHS0EF -

(b) DG KWG is a wholly foreign-owned enterprise with an operating period of 25 (b) SERRINEBELE  KEHH-ZZT

years commencing from 15 February 2007.

HZ Weicheng is a wholly foreign-owned enterprise with an operating period
of 30 years commencing from 30 March 1996.

HBJH is a sino-foreign equity joint venture enterprise with an operating
period of 50 years (2018: 27 years) commencing from 12 March 2008.

Kunming World Grand is a wholly foreign-owned enterprise with an
operating period of 20 years commencing from 7 March 2002.

NJSL is a wholly foreign-owned enterprise with an operating period of 42
years commencing from 3 April 1998.

Qingdao LMP is a sino-foreign equity joint venture enterprise with an
operating period of 30 years commencing from 19 May 1993.

Xi'an Hologram is a sino-foreign cooperative joint venture enterprise with an
operating period of 20 years commencing from 4 December 2000.

The English names of these companies represent management's best efforts
at translating the Chinese names of these companies as no English names
have been registered.

+t& - A+H BB E -

MMNERBINEBELE  €E€HE— NI
NEZA=THEFABH30E -

ML RERRINEBLEDE - W“@E—
ZENF=A+-_BREHABHP0F (=T
J\EE 1275 )

EREZAINEBELE
ZF=RtABEAH20F -

KEHA-TT
ER-BANGBELE  KEHH—NA
NEWA =B BHI42F -

SERERATINEGELCELE  KEHHA
—hAN=FRA T+ BB RBHAZ0F -

ALZARRERINGEEEDE  KEHHH =
TETF+= BB AH20F -

ZERRLMEGEMAME - RECERTY
MEEBREEHXAEEDBZMAK
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the Group prepared on the bases set out in note below:

MGERHE

UTRAEEZEENEERABMRE -
THR T X s Pt B E AR S

Year ended 31 December

BE+-A=+—HLFE

2019 2018 2017 2016 2015
—E-hF —E-N\F ZE—+F ZT—XF ZT—AF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTERT FAET FHET FAT FET
RESULTS S
Turnover S
Printing of cigarette packages B 1E B E R 2,388,327 2,476,805 2,416,802 2,516,854 3,237,658
Manufacturing of transfer BB K R gT 19,205 25,860 31,514 34,532 27,024
paper and laser film IR Bl E
2,407,532 2,502,665 2448316 2,551,386 3,264,682
Profit before share of profits RETFE(GHE & Q&)
of associates St MBI 2 Vg ) 412,097 382,380 516,407 324,873 500,055
Share of profits of associates FE(RES & 2 B A 58,751 64,060 16,521 32,895 33,587
Profit before tax iR A 470,848 446,440 532,928 357,768 533,642
Income tax expenses Frig Bk (107,227) (119,315) (130,279) (128,672) (211,380)
Profit for the year N E 5 A 363,621 327,125 402,649 229,096 322,262
Attributable to: AT &5 M -
Owners of the Company ZiN/NCIEZ 2N 313,317 266,516 345,785 175,589 256,381
Non-controlling interests FEPE I R 50,304 60,609 56,864 53,507 65,881
363,621 327,125 402,649 229,096 322,262
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I ERE

At 31 December

R+=B=+—H
2019 2018 2017 2016 2015
—E-AFE —ZT-N\F ZZT—+F ZE—RF ZE—HF
HK$’000 HK$'000 HK$'000 HKS$'000 HK$'000
FH&T FHET FET FHET FHET
ASSETS AND LIABILITIES EERERE
Non-current assets ERBNEE 4,379,082 4,303,415 3,774,372 3,462,540 3,695,436
Current assets MENEE 2,206,817 2,451,898 2,664,599 2,828,965 3,043,623
Current liabilities mEaE (2,513,930) (987,653) (882,269)  (1,480,097) (908,756)
Non-current liabilities JEmBAE (30,260)  (1,778,897)  (1,498,074)  (1,309,017)  (2,083,932)
Total equity e B EE 4,041,709 3,988,763 4,058,628 3,502,391 3,746,371
Attributable to: A& A ML
Owners of the Company RARHER A 3,749,647 3,663,990 3,741,978 3,240,204 3,507,562
Non-controlling interests FEFE HI M R 2 292,062 324,773 316,650 262,187 238,809
4,041,709 3,988,763 4,058,628 3,502,391 3,746,371

Note: Amounts disclosed in the summary of financial information for prior years were

extracted from the annual report for the year ended 31 December 2018.
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