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Directors’ Profile

EFEEN

SHIQl

Chairlady, Chief Executive Officer and Executive Director

Ms. Shi Qi, aged 40, appointed as Chairlady, Chief Executive Officer and an
executive Director in April 2016, has obtained a Master degree of Business
Administration from Centenary College, New Jersey, majoring in Finance in
May 2009. Ms. Shi has more than 10 years of experiences in corporate
reorganization, corporate and project financing, investments in real estate,
securities and non-securities assets and risk management. In 2009, she
founded Seven Ocean Investments Limited (“Seven Ocean”), and under the
leadership of Ms. Shi, Seven Ocean has developed from a small scale
financing company to a company that principally engages in providing
financing and corporate solutions and consultancy services, and large scale
medical and healthcare development projects. In 2015, Ms. Shi invested in
the development of Central Maine Healthcare Institute, which delivers
quality healthcare services in Auburn, Maine (USA). Ms. Shi will also be
responsible for the on-going management and daily operation of the
Central Maine Healthcare Institute. Ms. Shi has also invested in the
construction of the Central Leisure Park* (FF & KE A E) in Tongzhou
Xincheng* GBJNFTIR), Beijing, a public infrastructure covering an area of
approximately 42.62 hectares and providing sports, entertainment, medical
and healthcare related services. Ms. Shi was responsible for financing,
devising the conceptual design and the implementation plan and
monitoring and managing the progress of the construction. Ms. Shi will
also be responsible for the project’s subsequent operation and
maintenance for 30 years. Ms. Shi, the sole director and the ultimate
beneficial owner of the controlling shareholder of the Company, is deemed
to be interested in 436,540,400 Shares (representing approximately 50.11%
of the issued share capital of the Company as at the date of this annual
report) held by the controlling shareholder.

YIN ZHIQIANG

Executive Director

Mr. Yin Zhigiang, aged 45, has been appointed as an executive Director of
the Company since 31 March 2020. Mr. Yin obtained his Bachelor's degree
in Economics in July 1997 and Master's degree in Business Administration
in July 2004 from Peking University Guanghhua School of Management*
bR AR BN ZEEIEELT). Mr. Yin was the manager for the Planning &
Finance Department (5T 2|87 #F) at Industrial and Commercial Bank of
China from July 1997 to August 2004. From August 2004 to October 2010,
Mr. Yin was the chairman of Mega Culture & Media Group* (2% X/t (&1
£ &) and from October 2010 to March 2020, Mr. Yin has been the founder
of many IT and entertainment business companies. Since January 2020, Mr.
Yin was appointed as the business consultant to the Group to manage the
development, sales and marketing of the all-silicone masks project.

* for translation purpose only
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ZHAO ANG

Executive Director

Mr. Zhao Ang, aged 32, appointed as an executive Director in July 2018,
graduated from University of Windsor in Canada with a bachelor degree of
international relations and development studies in 2007. From May 2013 to
May 2018, Mr. Zhao served as an executive director of Beijing Ping An Fu
Bio-Engineering Technology Co., Ltd. and was principally responsible for
the company’s comprehensive operation and external cooperation. He also
participated in the implementation of several key domestic environmental
protection projects, and took the lead in building the strategic cooperation
between the company and Heilongjiang Farms & Land Reclamation
Administration, Heilongjiang Cold Zone Black Glebe Group (2,1 Zih £
T & E), Sinochem Group, Long Ping High-tech Agrochemical Branch (&
FmRIEED AR, Taiji Pharmaceutical Group (AR 2% £ ) and
www.dangjian.cn under the Central Propaganda Department. From March
2012 to March 2013, Mr. Zhao served as an inspector of the supervision
department of Huaxia Film Distribution Co,, Ltd* GEE B/ B1TR R EIT
A a]) and was responsible for inspection of all cinema lines nationwide
and implementation of administrative measures imposed on related
industries by the Film Bureau under the State Administration of Radio, Film
and Television. From December 2009 to December 2011, Mr. Zhao was the
propaganda officer of a department of the Chinese People’s Liberation
Army, and participated in a number of propaganda work projects in
respect of national defense science & technology construction and
development as well as published various articles in a newspaper of the
People’s Liberation Army. From June 2008 to June 2009, Mr. Zhao served as
the deputy director of the External Liaison Department of Beijing
Zhonggjiaolian Cultural Exchange Center (1t A BB ST R L), He
participated in the organisation of a number of domestic and overseas
cultural exchange activities.

GAO FENG

Executive Director

Mr. Gao Feng, aged 39, appointed as a non-executive Director in April 2016
and re-designated as executive Director in November 2019, has around 11
years of experience in corporate management. He has been the general
manager of Beijing Zhongmei Zhengchen Construction Limited Company*
(At R R EREZ AR AR, which mainly engages in real estate and
construction since 2012. He was the general manager of Beijing Kaiyun
Zhifeng Trades Limited Company* (3t & 2 & T EHR A A]) from
2009 to 2012.

= for translation purpose only
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Directors’ Profile

EFEEN

CHENG HONG

Executive Director

Mr. Cheng Hong, aged 43, appointed as an executive Director in January
2019, graduated at Beijing Wuzi University with a bachelor’s degree in
economics in July 1998. After graduation, Mr. Cheng joined Haier Group*
(BRI %E) as project manager from 1999 to 2004. Mr. Cheng worked at
Beijing Tecsun Technology Development Co,, Ltd.* (1t {256k 2 AREHE 3%
RABBRAA]) as the deputy general manager from 2004 to 2012. During
the period 2012 and 2015, he served as the general manager of Beijing
Jingtian Shiji Technology Development Co,, Ltd.* (1t R A 42 Bl 2%
RBABR A7) and was responsible for the daily operation. From 2015 to
2018, Mr. Cheng held the position of general manager of China Joystar
Investment Co., Ltd.,* (FEZ(E (bR) REARAA) and was
responsible for the project development.

HAN LEI

Non-executive Director

Mr. Han Lei, aged 51, appointed as a non-executive Director in April 2016,
has more than 23 years of entertainment and performing experience in the
music industry and had received numerous awards in the industry. Mr. Han
has participated in CCTV Spring Festival Evening Galas, charity
performances, cultural and tourism promotion performances, etc. Other
than his entertainment career, he also actively participates in various
political associations and social campaigns. He was a member of the tenth
session of All-China Youth Federation (FE2 B FFH A €). He was
appointed as the “Celebrity of Health™* (254 A) by the preceding Kang
Yi Wang* (BE%#d) and the image ambassador in “Yao Yang” public
pension project* (B[5EE 2% H B) conducted by Red Cross Society of
China.

* for translation purpose only
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SZE WAILUN

Non-executive Director

Mr. Sze Wai Lun, aged 34, appointed as a non-executive Director in
December 2017, graduated from Lancaster University in the United
Kingdom with a Bachelor of Finance (Honours) degree in 2009. Mr. Sze
worked at the Hong Kong branch of Bank of Communications Co,, Ltd. (the
shares of which are listed on the Stock Exchange (stock code: 3328)) from
October 2009 to January 2012. Mr. Sze worked at private equity division
and principal investment management division of BOCOM International
Asset Management Limited (a wholly-owned subsidiary of BOCOM
International Holdings Company Limited (the shares of which are listed on
the Stock Exchange (stock code: 3329)) from February 2012 to February
2015. Mr. Sze later served as the vice president at the leverage & acquisition
finance department of Haitong International Securities Company Limited, a
wholly-owned subsidiary of Haitong International Securities Group Limited
(the shares of which are listed on the Stock Exchange (stock code: 665)),
from March 2015 to August 2017, mainly responsible for offshore
acquisition and structure finance projects. Mr. Sze is currently the senior
vice president at the leveraged and acquisition finance department of
Mason Securities Limited, a wholly-owned subsidiary of Mason Group
Holdings Limited (the shares of which are listed on the Stock Exchange
(stock code: 0273)), and mainly responsible for acquisition finance and
cross-border finance business. Mr. Sze has extensive experience in the area
of merger and acquisition, financing and listed company corporate actions.
Mr. Sze has participated in a number of deals relating to such areas.

ZHANG LIJUAN

Independent Non-executive Director

Ms. Zhang Lijuan, aged 66, appointed as an independent non-executive
Director in April 2016, is the executive vice president and the secretary
general of Chinese Association of Geriatric Research* ({7 Bl FF (R B8 £
Tf3TE). She has over 10 years of experience in the healthcare and medical
industry. She was the vice president and the executive vice secretary
general of China National Health Association* ({f Bl R I&E A &) from
August 2005 to May 2010.
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Directors’ Profile

EFEEN

LIN BING

Independent Non-executive Director

Mr. Lin Bing, aged 47, is currently a managing director of Protocol Asset
Management (Hong Kong) Limited and mainly responsible for asset
management and investment. He also has over 20 years’ experience in
accounting, investment research and asset management. Besides, he
previously worked at an international accounting firm for three years and
gained experience in auditing and risk management. He holds a bachelor’s
degree of science in accounting from Franklin University, a master's degree
of science in accounting from Kent State University and a master's degree
in business administration from Harvard Business School. He is also a
member of the American Institute of Certified Public Accountants.

LIV GANG

Independent Non-executive Director

Mr. Liu Gang, aged 48, graduated from Xi'an Art School. Mr. Liu has been
involved in the real estate industry since 2000. He founded Beijing Huagian
Real Estate Development Co,, Ltd.* bt REFZ EHERRZEH R A7) and
served as chairman and general manager. During this period, Mr. Liu was
engaged in projects including the Asian Games Village Guan Chao (3z iZ £
#lH) and Asian Games Village Huijing Garden (228 Z 5 E) (now
Pangu Plaza (8 & KER)) and etc. In addition to real estate industry, Mr. Liu
also engaged in the equity investment of unlisted companies. He founded
Beijing Changhong Hezhi Asset Management Co,, Ltd.* (It REIEME &
EEE AR AR, and its projects include pre-IPO investment in Beijing
North Star Company Limited (At R B 2 /% {7 B BR A7) and investment in
some internet companies such as Baoxing Tianxia ({fRTTK ).

HU JIANGBING

Independent Non-executive Director

Mr. Hu Jiangbing, aged 58, has been appointed as an independent non-
executive Director of the Company since 31 March 2020. Mr. Hu obtained
his Bachelor's degree in Computer Software from University of Science and
Technology of China (FEIRHE K2 in 1984 and his Master's degree in
Business Administration from Peking University (1t XA Z2) in 1997. From
August 1984 to July 1989, Mr. Hu was the Vice General Manager of the
Sitong Group (PUiB 5 B % &2 5)). From July1989 to July 1994, Mr. Hu
was the General Manager (China Region) of King Sun Computer (HK)
Limited (B8 LI EHSABR A 7). From July 1994 to July 1997, Mr. Hu was
the Government Relations Director for Compag Computer Limited (China)
(GBI FEIHERS A 7)) From 1997 to present, Mr. Hu has been a General
Manager for King Promise Consulting Limited (BR& A ERERBRE A
al).

As at the date of this report, Mr. Hu has a personal interest in 700,000
Shares of the Company, representing approximately 0.08% of the issued
share capital of the Company.

& for translation purpose only
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WANG LINA

Independent Non-executive Director

Ms. Wang Lina, aged 37, has been an independent non-executive Director
of the Company since 22 April 2020. Ms. Wang graduated in foreign-related
accounting from Shanghai Lixin University of Accounting (/&S Z&5f
Et) in 2005 and obtained her Bachelor's degree in accountancy from
Northeast Forestry University (BRAb#RZEKE) in 2014. From 2005 to
present, Ms. Wang has been the Manager of Finance Department and the
Senior Manager of Investment Department for Shanghai Guoteng Zhirui

(EEBEESIRRIX AR AR,
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Chairlady’s Statement
FRBS

Dear Shareholders,

On behalf of the Board of Directors of Ta Yang Group Holdings Limited, |
herewith present all Shareholders the annual report of the Group for the 17
months ended 31 December 2019.

FINANCIAL RESULTS

By the end of the financial period, the Group’s revenue amounted to
HKS$521.0 million. The Group’s loss for the period was HK$91.0 million, and
loss per share for the period was HK$9.92 cents. The continuous losses
were recorded due to the increasing cost arising from the Group's
development and preparation of potential business and the establishment
of the head office in Chengdu as well as zero income from selling non-core
business during the year.

BUSINESS REVIEW

During the period, the uncertainties of global economic growth and
financial market aggravated by the trade war had an adverse impact on the
global economy, leading to accelerated slowdown of export and imposing
significant pressure on economic sentiment. Silicone rubber business
remained as the Group's core business and recorded a revenue of HK$510.6
million, accounting for 98.0% of the Group's total revenue.

The Group has successfully transformed from a keypad producer to a
silicone rubber producer through the continuous optimization and
expansion of products mix driven by the transition of market demand,
particularly the growing demand of silicone in daily supplies such as
beauty products and daily products, attributable to its outstanding features
hailed by some big European and American consumer electronics brands
in terms of its environmental friendliness, functionality and eye
pleasantness.

The Group currently provides accessories to sports watches and bracelets
for some important international customers and has seized certain share in
the production market of these accessories. To improve its financial
performance, the Group continued to increase its R&D efforts on products,
improve product quality and expand the use of raw materials, and on the
other hand, dedicated to maintaining closer relationship with customers.

Against the backdrop of tourism industry being heavily hit by the instable
domestic economy, the Group has steadily developed its healthcare and
hotel business in Hainan by closely monitoring market trends and promptly
exploring and adjusting management strategies. Faced with complex
situations and increasingly competitive landscape in domestic and foreign
markets, the Group has insisted on reform and innovation, properly
tightened up on administrative expenses, and sought diversified
development to enhance its competitiveness and future development
potential, thus improving the Group's financial performance.
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Last but not least, a joint venture company (the “Joint Venture”), jointly
founded by Tayang Tongchuang (Chengdu) New Energy Co., Ltd., a wholly-
owned subsidiary of the Group, Yunnan Investment Construction Co., Ltd.
and China Technology Emerging City Construction Development Co,, Ltd,,
was officially approved and commenced operation during the period. The
Joint Venture proactively participated in environmental friendly
construction projects with potential profitability, improving the Group's
management standard in environmental friendly construction and
providing strong momentum for future development.

On 20 May 2019, the Joint Venture received a letter of acceptance in
respect of 2019 Social Capital Selection Projects for Promoting Livelihood
Services and Project Construction in Key Industry Sectors ( {2019 F#Ex
REBRBMEAEXEAREERRLGEREREEE) ) (the
"Project”), which is granted by Sichuan Zhongfa Construction Consulting
Company Limited (F9JII PEEERR 4 078 R 22 A) entrusted by Chengdu
Kerong City Investment Company Limited (A &FEIZEI I E AR A 7))
("Chendu Kerong”) by way of competitive negotiation. The entity to
implement the Project is to be jointly invested by the Joint Venture and
Chengdu Kerong with 80% and 20% shareholding respectively. The Project
recorded no profit contribution by the end of this financial period, but is
expected to contribute steady financial return to the Group in the future.

Meanwhile, given Chengdu’s importance as the centre of economy,
technology and foreign exchange and the comprehensive transportation
hub in Midwest China as well as its friendly policies to attract investment,
the Group with an aim to enhance the effective management of the
Project set up its head office in the city and was of the view that the
Group's arrival in Chengdu would achieve a mutually beneficial win-win
result.

OUTLOOK

Throughout the market size development within these two years, silicone
rubber industry is in the process of rapid development, the domestic
silicone rubber product application technology has infiltrated into various
industries, including electronic devices and appliances, medical facilities,
baby products and household products, and many rubber products will be
replaced by silicone rubber products gradually.

The Group has rock-solid silicone rubber materials technology, in order to
seize high-end market as soon as possible, we will strengthen our R&D
efforts on proprietary products, optimize internal products structure and
proactively research and develop smart medical products.
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Chairlady’s Statement
FRBS

The Group proactively researched and developed silicone protective
supplies in 2019 and was capable of mass production at the beginning of
2020. The Group also reached a preliminary agreement on medical product
project with a domestic research institutes and planned to contact
domestic universities, technological development units and research
institutions as well as foreign technical colleges to acquire relative
technologies and breakthroughs. In addition, the Group has applied for the
Permit for Class Il Medical Device Operation to the relevant industrial and
commerce authorities in the PRC in an attempt to launch its own branded
products by leveraging on its resources and technology in relation to the
production of medical product accessories. The non-powered particulate
filtering silicone respirators manufactured by the Group have reached KN95
standard and were provided to local governments and public institutions
during the outbreak of novel coronavirus (2019-nCoV) in mainland China in
2020.

In terms of healthcare and hotel service business, the Group will continue
to expand into residential real estate industry, and transform from previous
heavy assets operation model of self-owned property to service-focused
and operation-focused light assets operation model. Meanwhile, the Group
will seek diversified development by keeping on looking for new business
opportunities such as participating in infrastructure investment and
construction, developing intelligent manufacturing, and integrating such
new business organically with the Group's internal system to seize business
opportunities, enrich resources of income and create more lucrative
returns for shareholders.

In addition, the Group kept up its efforts in developing potential business
during the period. Apart from the acquisition of partial equity interest in a
financial company licensed to carry out Type 4 and Type 9 regulated
activities under the Hong Kong Securities and Futures Ordinance, the
Group proactively sought equity investments in various projects such as
researching and investing in innovation projects in the fields of artificial
intelligence and clean energy, which could create synergies with the
Group's healthcare and environmental construction business and is
expected to bring substantial financial returns to the Group.

APPRECIATION

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

Shi Qi
Chairlady and Chief Executive Officer
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Management Discussion and Analysis

BUSINESS REVIEW

Company's Overall Performance

For the seventeen months ended 31 December 2019, the Group
maintained steady business development and recorded a total turnover of
HKS$521.0 million (year ended 31 July 2018: HK$377.2 million). The Group
stayed committed to developing markets with prime quality, high
technology and excellent service quality, and strove to improve its product
portfolio and customer base. Further, the Group pursued strict controls
over purchase cost, rational investment in machinery and manpower and
rigorous product quality control so as to boost production capacity and
efficiency and alleviate the shortage of production line workers. Thanks to
its switch to the manufacturing of products with higher added-value and
implementation of rational cost control, the Group recorded gross profit of
HKS$105.0 million for the seventeen months ended 31 December 2019 (year
ended 31 July 2018: HK$82.9 million).

However, due to the increase in costs for the Group’s development and
preparation for potential business and establishment of the head office in
Chengdu and the absence of income from disposal of non-core assets
during the period, the Group' results of operations for the seventeen
months were down to a loss of HK$91.0 million (year ended 31 July 2018: a
loss of HK$4.3 million).

In terms of silicone product business, the total turnover for the seventeen
months amounted to HK$510.6 million (twelve months in 2018: HK$362.5
million). In response to the change in the application range of silicone
products, the Group improved the production of traditional cellphone
keyboards and automobile console accessories, and strove to expand the
market share of its wearable consumer products, especially silicone
accessories for traditional European and American audio equipment
brands in the category of electronic consumer products. Given its
superiority in shape, color, feel and functionality, silicon is used by major
audio equipment brands as the key component of their accessories
including headphone covers, headsets and audio buttons. Such products
are well received by existing and new customers.
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Management Discussion and Analysis

THEFWRRAS

In an environment where changes are taking place in the application range
of silicone products, the Group endeavors to develop new products to
cater for new uses while clinging to its traditional keypad products and
customer base, and draws on its experiences in the R&D, production and
management of new products to innovate its traditional processes and
thus enable wider application of silicone accessories in traditional products.
Due to its unique properties of temperature resistance, weather resistance,
electrical insulation, physical inertness, low surface tension and low surface
energy, silicone cannot be replaced by other materials. Thus for the same
type of products, more silicone accessories are being used than before,
which maximizes the application of silicon in products and also enhances
the aesthetic appeal and functionality of products. For instance, in the past
remote control shells were made of plastic with only press-key panels
made of silicone, and now the Group is working with its customers to
develop silicone shells for remote controls based on the special design of
the silicone-coated plastic head part of silicone watchbands, which will be
treated with special techniques to achieve dust resistance and a certain
degree of smoothness.

In terms of healthcare and hotel business, the Group's healthcare and hotel
business in Hainan was immune to market instability and maintained
steady growth. The Group will closely monitor market trends to explore
and adjust management strategy in a timely manner.

The joint venture company (the “Joint Venture”) jointly founded by the
Group, Yunnan Investment Construction and China Technology Emerging,
was approved to establish and operate during the period. The Joint
Venture has been planning to participate in public-private partnership
(PPP) projects with profitability potential, and improve the Group's
management standard for its environmental construction business, which
will provide strong momentum for the Group's future development.

In addition, the Group has kept up its efforts in developing potential
business, such as investing in innovation projects in the fields of artificial
intelligence and clean energy, which could create synergies with the
Group's healthcare and environmental construction business and is
expected to bring substantial financial returns to the Group.
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Management Discussion and Analysis

FINANCIAL REVIEW

As announced by the Company on 21 June 2019, the Company’s financial
year end date has been changed from 31 July to 31 December. Going
forward, the Group's financial years would cover a period of twelve months
from 1 January to 31 December of a relevant year. The financial statements
presented for current financial reporting period covers a period of
seventeen months from 1 August 2018 to 31 December 2019, instead of
the usual twelve months results. As a result of this, the corresponding
comparative amounts shown covered twelve months period from 1
August 2017 to 31 July 2018 are not directly comparable with the amounts
shown for the current period.

Revenue

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

The consolidated revenue for the seventeen months ended 31 December
2019 was decreased by 38% to HK$521.0 million (year ended 31 July 2018:
HK$377.2 million) while our loss attributable to equity Shareholders was
HK$96.4 million (year ended 31 July 2018: a loss of HK$3.7 million).

Basic loss per share of the Company was HK9.92 cents (year ended 31 July
2018: HK0.43 cents loss) per share based on the weighted average number
of 871,178,000 (2018: 871,178,000) shares in issue during the year.

SALES BY PRODUCT

Silicone Rubber and Related Products

Consumer electronic devices peripheral products

Revenue for the consumer electronic devices peripheral products increased
by approximately 98% to HK$408.2 million for the seventeen months
ended 31 December 2019 from HK$205.7 million for the year ended 31 July
2018 which partially can be explained by the additional five months
revenue during the current period.

During the period, the Group has put more efforts to explore the market of
portable products and allocate resources to research and develop
innovative products such as sporty wristbands to obtain new orders.
Although the competition in the saturated market is fierce, the Group will
continue to provide high quality products with tempting prices to enlarge
customer base.
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Management Discussion and Analysis

THEFWRRAS

Mobile phone peripheral products

Revenue for the sales of mobile phone peripheral products decreased by
approximately 64% to HK$5.6 million for the seventeen months ended 31
December 2019 from HKS$15.5 million for the twelve months in 2018
because one major customer of the Group has innovated a new mobile
phone which brings the Group a lot of new orders for the year ended 31
July 2018.

Keypads for computers and notebooks

Revenue for the sales of keypads for computers and notebooks decreased
by approximately 7% to HK$44.0 million for the seventeen months ended
31 December 2019 from HK$47.1 million for the year ended 31 July 2018.

With the mounting tension amid trade war between China and the U.S, the
consumer market's environment is instable and the PC market has not
recovered yet. Overseas PC shipments continued to decline. Therefore, the
sales in this segment had been negatively impacted by the persistent
shrinkage of the market.

Automotive peripheral products

Revenue for the sales of automotive peripheral products decreased by
approximately 41% to HK$15.4 million for the seventeen months ended 31
December 2019 from HK$26.0 million for the year ended 31 July 2018.

As the global economy was still sluggish which caused the consumer
sentiment on the automotive market to be weak. This led the sales orders
and sales price per unit of automotive peripheral products continue to
decline. The Group will focus on researching and developing high quality
products to enlarge customer base and increase gross profit margin on
sales.

Lifestyle products

Revenue for sales of lifestyle products increased by 10% to HK$26.5 million
for the seventeen months ended 31 December 2019 from HK$24.1 million
for the year ended 31 July 2018 because of the additional five months
revenue during the current period.

Chemical products
Revenue for sales of chemical products decreased by 100% to Nil from
HK$8.3 million for the year ended 31 July 2018 due to stagnant customers
population over the past two years and very high development cost. The
Group will focus on other products that have high gross profit margin and
potential customers.
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Management Discussion and Analysis

Healthcare and Hotel Services

Revenue from provision of healthcare and hotel services decreased by 29%
to HK$10.4 million for the seventeen months ended 31 December 2019
from HK$14.7 million for the year ended 31 July 2018. During the period,
after disposal, the property management continues to operate the
remaining 101 hotel rooms/service apartments for rental and healthcare-
related business. To sustain its growth, the Group will continue to put more
efforts to explore the market to capture the immense awareness of
importance of healthcare in the PRC.

Cost of Sales

Cost structure

The overall cost of sales increased by approximately 419% from HK$294.3
million for the year ended 31 July 2018 to HK$416.0 million for the
seventeen months ended 31 December 2019. The operating environment
is still very tough for all PRC based manufacturers. Due to the increase of
raw materials cost (included the additional five months raw materials cost
and overheads) and government regulations such as environmental
protection rules, the manufacturing cost rises. For the healthcare and hotel
service segment, the increase of services cost is predominantly from the
increased numbers of hotel employees and the depreciation of medical
facilities.

Gross Profit

The gross profit of the Group increased approximately 27% from HK$82.9
million for the year ended 31 July 2018 to HK$105.0 million for the
seventeen months ended 31 December 2019. It was primarily due to the
additional five months gross profit.

Other Operating Income

Other operating income decreased by approximately 36% to HK$71.1
million for the seventeen months ended 31 December 2019 from HK$111.4
million for the twelve months in 2018. The decrease was mainly due to
gains from one-off disposal of property, plant and equipment, and prepaid
lease payments for the year ended 31 July 2018.

Selling and Distribution Expenses

Selling and distribution expenses increased by approximately 1% to
HK$26.9 million for the seventeen months ended 31 December 2019 from
HK$26.7 million for the year ended 31 July 2018. When counted as a
percentage of revenue, the total amount was 5% (2018: 7%). The decrease
was due to the reduction of promotion and marketing cost related to
multi-purpose medical healthcare project in Hainan and silicone segment’s
marketing staff's cost.
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Management Discussion and Analysis

THEBAWES N

Administrative Expenses

Administrative expenses increased by approximately 61% to HK$196.7
million in 2019 from HK$122.5 million for the year ended 31 July 2018. The
increase was due to the increase in cost for the Group's development and
preparation of potential business and establishment of the head office in
Chengdu.

Loss attributable to Shareholders

Loss attributable to Shareholders for the seventeen months ended 31
December 2019 was HK$86.4 million (year ended 31 July 2018: HK$3.8
million).

DIVIDEND POLICY

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

FINANCIAL MANAGEMENT AND TREASURY POLICY

The Group adopts a conservative approach for cash management and
investment on uncommitted funds.

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

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

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

LIQUIDITY AND FINANCIAL RESOURCES

During the period, the Group’s source of fund was from cash generated
from operating activities.

Cash and cash equivalents RERBEEEY

Net cash (outflow) inflow Re ORE) RAFE
Current ratio BN &

Quick ratio RE)LL K

Gearing ratio BfFE

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

During the period ended 31 December 2019, the Group, together with two
independent third parties, set up Yuntou Infrastructure (Yuncheng)
Investment Development Co., Limited (Z45% &R EEIR)ICEEESR
R A F]) (“Yuntou”) in the PRC, of which the Group holds 35% equity
interests in Yuntou. The registered capital of Yunton is RMB150,000,000, of
which RMB52,500,000 to be contributed by the Group, representing 35%
equity interest in Yuntou. During the period ended 31 December 2019, the
Group's portion of capital contribution has been fully paid.

On 20 November 2019, the Group entered into sales and purchase
agreement for acquisition of the entire equity interest of Life Spring (Sanya)
Health Industry Investment Co., Ltd. (collectively the “Life Spring”) with cash
consideration of approximately HK$11,100,000. The Life Spring is mainly
engaged in healthcare services in the PRC.

Save as disclosed herein, the Group had no material acquisition or disposal
of any subsidiaries and associated companies for the seventeen months
ended 31 December 2019.
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SIGNIFICANT INVESTMENTS HELD BY THE GROUP

During the reporting period, the Group did not make any significant
investments.

CAPITAL COMMITMENTS, CONTINGENCIES AND
CHARGES ON ASSETS

Capital commitments contracted by the Group but not yet provided for in
the financial statements as at 31 December 2019 were approximately
HK$1.8 million (2018: HKS$5.6 million), which was mainly related to the
expansion of production capacity in the PRC. Such capital commitments
will be financed by the net proceeds from the international offering.

As at 31 December 2019, the Group had no material contingent liabilities.
As at 31 December 2019, certain properties of the Group of HK$282.8
million (2018: HK$211.9 million) were pledged to secure banking facilities
or bank borrowings granted to the Group.

HUMAN RESOURCES AND REMUNERATION POLICIES

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

We offer competitive remuneration package, including quality staff
quarters, trainings, medical, insurance coverage and retirement benefits, to
all employees in Hong Kong and in the PRC. As at 31 December 2019, the
Group has 1,275 permanent and temporary employees (2018: 1,263). The
total salaries and related costs for the seventeen months ended 31
December 2019 amounted to approximately HK$184.3 million (twelve
months in 2018: HK$137.5 million).
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Management Discussion and Analysis

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

There was no purchase, sale or redemption of the Company’s listed
securities by the Company or any of its subsidiaries during the seventeen
months ended 31 December 2019.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code set out in Appendix 10 of the
Listing Rules as its code of conduct regarding Directors’ securities
transactions upon successful listing and all Directors have confirmed, upon
specific enquiry made, that they complied with the Model Code for the
period ended 31 December 2019.

CORPORATE GOVERNANCE

The Board adopted a set of corporate governance practices which aligns
with or is more restrictive than the requirements set out in the Corporate
Governance Code (the “CG Code”), contained in Appendix 14 to the Listing
Rules. Except for code provision A.2.1, the Board is of the view that the
Company has complied with the code provisions set out in the CG Code
for the period ended 31 December 2019.

Code provision A.2.1 of the CG Code states that the roles of chairman and
chief executive should be separate and should not be performed by the
same individual. Under the current organisation structure of the Company,
Ms. Shi Qi is our chairperson and chief executive officer. With her extensive
experience in the industry, the Directors believe that vesting the roles of
both chairperson and chief executive officer in the same person provides
the Company with strong and consistent leadership, allowing effective and
efficient planning and implementation of business decisions and strategies,
and is beneficial to the business prospects and management of the Group.
Although Ms. Shi Qi performs both the roles of chairperson and chief
executive officer, the division of responsibilities between the chairperson
and chief executive officer is clearly established. In general, the chairperson
is responsible for supervising the functions and performance of the Board,
while the chief executive officer is responsible for the management of the
business of the Group. The two roles are performed by Ms. Shi Qi distinctly.
Further, the current structure does not impair the balance of power and
authority between the Board and management of the Company given the
appropriate delegation of the power of the Board and the effective
functions of the independent non-executive Directors.
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OUTLOOK

Given their extensive application, silicone products will continue to enjoy
steadily growing market demand. With self-owned raw materials factory,
mold design and processing factory and end-product factory, the Group is
able to provide integrated services to customers. The Group will capitalize
on its premium products and quality customer service to retain existing
customers, ensure stable growth of project contracts, and develop new
customers at home and abroad.

The Group will accelerate the development of new products with higher
profitability, continue to develop new customers and make adjustments to
selling prices. The silicone products for healthcare and baby care (such as
electronic blood pressure monitors and baby products) produced by the
Group per orders from customers are well received by the market. The
Group has enhanced its capacity to produce a wider range of silicone
products, and will develop more silicone products to increase its market
share.

In the first quarter of 2020, the Company has obtained CE Certification of
Compliance for its self-developed non-powered air-purifying particle
respirator and entered into strategic cooperation framework agreement in
respect of the supply of silicone masks. The Company is confident that the
personal protective equipment and silicone mask market will be in demand
during 2020 to fight against the COVID-19 outbreak. For details, please refer
to the voluntary announcements of the Company on 13 February 2020, 25
February 2020, 16 March 2020 and 19 March 2020.

In the long run, the Group will make an active effort to explore, prepare
and establish businesses with better potential. While pursuing prudent
growth of existing silicone business, the Group will implement a diversified
business strategy. In addition to expanding healthcare and hotel business,
and participating in domestic environmental construction projects through
the Joint Venture, the Group has launched efforts to explore domestic and
overseas markets for its own-brand masks and medical devices in an
attempt to complement the Group's projects in the healthcare field,
thereby increasing profit and diversifying business risks to create greater
value for the Group.
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CORPORATE GOVERNANCE STRUCTURE

Shareholders
and other
stakeholders

BRER K HoA
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_

Board
of Directors
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_

Audit Executive
Committee Committee

BEREES HITEES

_

External
3 Auditor
SNEEAZ BLER

CORPORATE GOVERNANCE PRACTICES

The Company strives to attain and maintain high standards of corporate
governance best suited to the needs and interests of the Group as it
believes that effective corporate governance practices is a fundamental to
enhancing Shareholder value and safeguarding interests of Shareholders
and other stakeholders. The Board sets appropriate policies and
implements corporate governance practices appropriate to the conduct
and growth of the Group’s business.
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COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Company has complied with the applicable code provisions set out in
the Corporate Governance Code (“CG Code") contained in Appendix 14 to
the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) throughout the period from 1 August 2018 to 31 December
2019 except:

U]

26

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

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

the code provision C.1.2, which requires the management of the
Company to provide all members of the Board with monthly
updates giving a balanced and understandable assessment of the
Company's performance, position and prospects in sufficient detail
to enable the Board as a whole and each Director to discharge their
duties.

During the reporting period, the management of the Company did
not provide monthly updates to all members of the Board as
required by the code provision C.1.2, as all the executive Directors
were involved in the daily operation of the Group and were fully
aware of the performance, position and prospects of the Company,
and the management has provided to all Directors (including non-
executive Directors and independent non-executive Directors)
quarterly updates giving a balanced and understandable assessment
of the Company’s performance, position and prospects in sufficient
detail prior to the regular board meetings of the Company.
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In addition, the management of the Company has provided all
members of the Board, in a timely manner, updates on any material
changes to the performance, position and prospects of the Company
and sufficient background or explanatory information for matters
brought before the Board.

as at the date of this report, the Company is in compliance with
Rules 3.10(1) and (2), 3.10A, and 3.21 of the Listing Rules, there are
four independent non-executive Directors. Among the four
independent non-executive Directors, one of them has appropriate
professional qualifications in accounting or related financial
management expertise. Independent non-executive Directors
represent at least one-third of the board. The audit committee
comprises a minimum of three members.

However, during the reporting period, following the resignation of
Mr. Pak Wai Keung, Martin as independent non-executive Director
on 29 October 2018, the number of independent non-executive
Directors fell below the requirement of Rules 3.10(1) and 3.10A of the
Listing Rules, and the number of members of Audit Committee fell
below the requirement of Rule 3.21 of the Listing Rules.

Following the appointment of Mr. Cheung Simon as an independent
non-executive Director and a member of the Audit Committee on
25 January 2019, the number of independent non-executive
Directors and the number of members of the Audit Committee meet
with the requirements under Rules 3.10(1) and 3.10A, and 3.21 of the
Listing Rules respectively.

Subsequent to the resignation of Mr. Cheung Simon as an
independent non-executive Director on 18 December 2019, the
number of independent non-executive Directors fell below the
requirement of Rules 3.10(1) and 3.10A of the Listing Rules, and the
number of members of Audit Committee fell below the requirement
of Rule 3.21 of the Listing Rules.

On 13 January 2020, Mr. Wu Tak Kong resigned and Mr. Lin Bing was
appointed as an independent non-executive Director and the
chairman of the Audit Committee. On 21 January 2020, Mr. Liu Gang
was appointed as an independent non-executive Director and a
member of the Audit Committee. Subsequent to the appointment
of Mr. Liu Gang on 21 January 2020, the number of independent
non-executive Directors and the number of members of the Audit
Committee meet with the requirements under Rules 3.10(1) and
3.10A, and 3.21 of the Listing Rules respectively.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its “Code of Ethics and Securities Transaction”
to regulate the Directors and relevant employees of the Group in dealing
securities of the Company on terms no less exacting than those set out in
the Model Code. The Model Code also provides guidelines and procedures
on handling conflict of interest of Directors.

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

BOARD OF DIRECTORS

Composition of the Board of Directors

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

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

Board Diversity Policy

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

The Company maintains that Board appointment should be based on
merit that complements and expands the skills, experience and expertise
of the Board as a whole, taking into account gender, age, professional
qualifications, cultural and educational background, skills, knowledge,
industry and regional experience, and any other factors that the Board
might consider relevant and applicable from time to time towards
achieving a diverse Board.
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The Nomination Committee will consider certain measurable objectives for
achieving diversity on the Board and make recommendation to the Board.
For the purpose of implementation of the Board Diversity Policy, the
following measurable objectives were fulfilled during the reporting period:

1. at least one-third of the Directors shall be independent non-
executive Directors;

2. at least one of the independent non-executive Directors shall have
obtained accounting or relevant financial management professional
qualifications; and

3. atleast half of the Directors shall have 7 years or more of experience
in the industry he/she is specialised in.

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

The Company seeks to achieve board diversity through the consideration
of a number of factors, including but not limited to gender, age, cultural
and educational background, professional qualifications, skills, knowledge,
and industry and regional experience. The Company will also take into
account factors based on its own business model and specific needs from
time to time.

The size and composition of the Board are reviewed from time to time,
taking into account the scope and nature of operations of the Company, to
ensure that the size of the Board is adequate to provide a diversity of views
and facilitate effective decision making. The Directors come from diverse
background with varied expertise in finance and business fields. The
biographical details of the Directors and the relationships among them are
set out in the “Directors’ Profile” of this annual report and the Company's
website. The Company has maintained on the Company’s website and on
the website of the Stock Exchange an updated list of its Directors
identifying their roles and functions and whether they are independent
non-executive Directors. Independent non-executive Directors are
identified as such in all corporate communications that disclose the names
of Directors.

Save as disclosed in the section of “Directors’ Profile”, none of the Directors
has any financial, business, family or other material or relevant relationships
with any members of the Board.
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Directors’ Appointment, Re-election, Resignation and Removal

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

EENEE B2 BHEIRER

RAEBESR BN - ZEAIRERA BN
T

Date of first Date of last
appointment re-election as
Name of Director Position to the Board Director
BRERER BIE—R
EEgmHE BREES
EERE B W EH EEZHEE
Shi Qi Chairlady/Chief Executive Officer/Executive Director 06/04/2016 14/12/2017
ke ERITREE, TES
Yin Zhigiang Executive Director 31/03/2020 -
FER WITEE
Gao Feng Executive Director (redesigned to Executive Director 06/04/2016 14/11/2018
Bl from Non-Executive Director on 13/11/2019)
PTES(R-FNF+—A+=HEFNTES
RERPITESR)
Cheng Hong Executive Director 08/01/2019 -
Bz WITES
Zhao Ang Executive Director 30/07/2018 14/11/2018
5 WITES
Han Lei Non-Executive Director 06/04/2016 14/11/2018
PR EMITES
Sze Wai Lun Non-Executive Director 19/12/2017 14/11/2018
HalE FEMITESE
Zhang Lijuan Independent Non-Executive Director 27/04/2016 14/11/2018
wIDB WIFMITES
Lin Bing Independent Non-Executive Director 13/01/2020 -
ME BUIITES
Liu Gang Independent Non-Executive Director 21/01/2020 -
21 BUIFITES
Hu Jiangbing Independent Non-Executive Director 31/03/2020 -
HIE WUIFHITES
Wang Lina Independent Non-executive Director 22/04/2020 -
FREH BN IEMITES

In accordance with the Company’s articles of association, all Directors
(including executive Directors, non-executive Directors and independent
non-executive Directors) are subject to retirement by rotation at least once
every three years. Accordingly, at the annual general meeting to be held in
year 2020, Ms. Shi Qi, Mr. Zhao Ang, Mr. Han Lei and Mr. Gao Feng shall
retire from offices by rotation and offer themselves for re-election.

Mr. Cheng Hong, Mr. Lin Bing, Mr. Yin Zhigiang, Mr. Hu Jiangbing, Ms. Wang
Lina and Mr. Liu Gang, being the newly appointed Directors, will hold office
until the forthcoming annual general meeting and be subject to re-
election at such meeting in accordance with the Company’s articles of
association.

30 TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

REAARNAMERAR  HEEF(BEH
TEF FATEERBUFNTER) AR
PE=FHRERE R Bl REIBER-FT—
TERTZBRBFAG L BALL  BHE
H BREERSEBELEHREERITBEEE
EAE o

RBARRNEBERZMA - BEELE  SRERE
B FERESE T REE  EEFLLRE
WAL (FRECES) SERERERRBEX
BWARZAE D ERBE -



Corporate Governance Report

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

Ms. Shi Qi, Mr. Gao Feng, Mr. Cheng Hong, Mr. Yin Zhigiang and Mr. Zhao
Ang, the executive Directors, have entered into service contracts with the
Company for a term of three years subject to a termination by giving not
less than one to three months' prior written notice.

Mr. Han Lei and Mr. Sze Wai Lun, the non-executive Directors, have entered
into formal appointment letters for a term of one to three years subject to
a termination by giving not less than one month's prior written notice.

Ms. Zhang Lijuan, Mr. Lin Bing, Mr. Hu Jiangbing, Ms. Wang Lina and Mr. Liu
Gang, the independent non-executive Directors, have entered into formal
appointment letters for a term of one to three years subject to a
termination by giving not less than one month'’s prior written notice.

The Board

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

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

Board Meetings and Board Practices

During the reporting period, the Board held twelve meetings. The
attendance records of the Directors to these board meetings are set out
below:

TZREH - TRETR
VI RCER

B
& O

Number of

meetings attended/
Number of regular board
meetings held during
the reporting period

Executive Directors
ShiQi
Yin Zhigiang (appointed on 31 March 2020)

Qiu Yonghao (resigned on 8 January 2019)
Gao Feng (re-designed to executive Director
from non-executive Director on 13 November 2019)
Cheng Hong (appointed on 8 January 2019)
Zhao Ang

Non-executive Directors
Han Lei
Sze Wai Lun

Independent Non-executive Directors

Zhang Lijuan

Pak Wai Keung, Martin (resigned on 29 October 2018)

Wu Tak Kong (resigned on 13 January 2020)

Cheung Simon (appointed on 25 January 2019 and
resigned on 18 December 2019)

Lin Bing (appointed on 13 January 2020)

Liu Gang (appointed on 21 January 2020)

Hu Jiangbing (appointed on 31 March 2020)

Wang Lina (appointed on 22 April 2020)

Number of board meetings held during
the reporting period

All minutes of the meetings, record in sufficient detail the matters
considered and decisions reached, are kept by the Company and are

opened for inspection by Directors at any time.

HESBRRE
REHRNBTED
EESE2INRY
HITEE
ﬁ@ﬁ 7/12
TR(RNZE_TF=A=+—H 0/0
Z%?E)
BOR (RZT—NF—ANBEHE) 0/5
& (R_E-NFt+—AT=BEFEHT 1/12
EEFEANTES)
BR(RZE—NF—ANBEZT) 3/6
fishas) 6/12
HHITEE
S5 0/12
MEE R 10/12
BUFHBITEE
w8 2/12
BEs(R_Z—N\F+A-tT BT 2/2
HEX(RZZE_2F— A +=ZHET) 12/12
RN (R ZZE—NF—A-+HBEZT 4/4
MR —E-NF+-A+/\BET)
MERZZE_ZF—A+=REZT) 0/0
R (R=T—TF—A-+—HEZT) 0/0
HIR(RZZEZEF=A=+—H 0/0
ﬁ?@
BR(R-_E-FTFHWA=-_+=H 0/0
5%%&)
REBRBITETSSHAH 12

BBEMEREFEHLMESURER T
AEMARBRT - AATHEENEAREEH

1y
DEIER

S
= R

The meetings are structured to allow open discussion. All Directors Q;%E’]ﬁ/it*ﬁﬂJEALﬁ Helwm o FTEESEHE

participate in discussing the strategy, operational and financial

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

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

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

Functions of the Board of Directors

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

determine all the corporate matters;

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

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

annual and interim financial results and shareholder
communications.

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

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

Independent Non-executive Directors

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

The Company has received from each of its independent non-executive
Directors the written confirmation of his/her independence pursuant to
Rule 3.13 of the Listing Rules. The Company, based on such confirmations,
considers, Ms. Zhang Lijuan, Mr. Lin Bing, Mr. Hu Jiangbing, Ms. Wang Lina
and Mr. Liu Gang to be independent.

The independence of each Director is reviewed annually by the
Nomination Committee based on the definition of independence defined
in the Listing Rules. The Nomination Committee is satisfied as to the
independence of Ms. Zhang Lijuan, Mr. Lin Bing, Mr. Hu Jiangbing, Ms.
Wang Lina and Mr. Liu Gang, all of whom have fulfilled all the criteria for
independence as stated in Rule 3.13 of the Listing Rules.
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Supply of and Access to Information

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

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

Continuing Professional Development

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

During the reporting period, the Company has provided training session
on the following topics to the Directors:

1. Directors’ duties of listed company

2. Updates on the applicable laws, rules and regulations
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The Company maintains records of training received by the Directors. The
received by the Directors during the reporting period were as follows:

Directors

BE

Executive Directors HITEE
Shi Qi o

Yin Zhigiang (appointed on 31 March 2020)

Zhao Ang fiizf=s)

Gao Feng S

Cheng Hong (e
Non-Executive Directors HHITESE
Han Lei 25

Sze Wai Lun MEE R
Independent Non-Executive Directors BUFHTEE
Zhang Lijuan & I18

Lin Bing (appointed on 13 January 2020)

Liu Gang (appointed on 21 January 2020)
Hu Jiangbing (appointed on 31 March 2020)
Wang Lina (appointed on 22 April 2020)

Directors’ and Officers’ Liability Insurance

The Company has renewed directors’ and officers’ liabilities insurance for
all the Directors and the senior management of the Company for the
reporting period. The insurance covers them against costs, charges,
expenses and liabilities incurred arising out of the corporate activities.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

According to the code provision A.2.1 of the CG Code, the roles of the
chairman of the board and the chief executive officer should be segregated
in order to reinforce their independence and accountability. Up to the date
of this report, the roles of the Chairlady and the CEO were not separate and
Ms. Shi Qi currently performs these two roles.

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

Moreover, there are clear demarcations of responsibility and authority
between the Chairman/Chairlady and the CEO which also ensure an
appropriate balance of power, increased accountability and greater
capacity of the Board for independent decision-making.
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The responsibilities of the Chairlady include:

1.

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

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

providing leadership for the Board;

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

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

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

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

meeting with the independent non-executive Directors without
other Directors present at least once per year;

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

promoting a culture of openness and debate by facilitating the
effective contribution of non-executive Directors in particular and
ensuring constructive relations between executive and non-
executive Directors.

The responsibilities of the CEO include:

1.

2.

providing leadership for the management;

implementing and reporting to the Board on the Company’s
strategy;
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3. overseeing the realization by the Company of the objectives set by
the Board;

4. providing all such information to the Board as is necessary to enable
the Board to monitor the performance of management;

5. leading the management of the Company’s relationships with its
stakeholders;

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

7. with the financial controller of the Company, establishing and
maintaining proper internal controls and risk management systems
as well as disclosure controls and procedures; and

8. discharging such duties and authority as may be delegated in
writing to her by the Board.

BOARD COMMITTEES

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

4 AEFERRUERTEERBMEN Y
AR

5. REARAERERDENBE

6. RETEERAENMEIE:

7. BEARFRMBAEFRGIE REFEERN
AT R AR ERGIE - A RIRE &

RERF R

8 HRERGNEEREETHRERITER
7 e

EERAT

EEXgRANEEEZESZIRETERE - A
BBEFESUNITRE - EFLZEEBREEREZE
g((&#&xZEB8g)) FHZES(HFHEE
g) REZES((REZEg ) KHTZES
(728 ) EFgERREERRERD
EERBAE - RAFHREY  BEZEGERN
T

Committee membership

ZEBRE
Audit Nomination Remuneration Executive

Name Committee Committee Committee Committee
"2 ENEEE REZEE FHESE HTZEE
Shi Qi e M
Yin Zhigiang FER C
Cheng Hong ENN M
Zhao Ang HE M
Zhang Lijuan EVIN! M M M
Lin Bing HE C C M
Liu Gang 2I58 M M M
Hu Jiangbing Ik C

Notes: Btet -

C chairman/chairlady of the relevant Board committees (‘Committee Chairman/  C HHEEEZEeTR((ZEGEE])

Chairlady”)
M memberyofthe relevant Board committees M HBESZEEKE
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The written terms of reference of AC, NC and RC are available on the
Company's website and the Stock Exchange’s website.

Audit Committee

AC was established on 16 May 2007 and currently comprises three
members. All are independent non-executive Directors, namely Mr. Lin
Bing (Committee Chairman), Mr. Liu Gang and Ms. Zhang Lijuan. The
external auditor and the chief financial officer of the Company also
attended meetings of AC by invitation.

The committee’s responsibilities include the following:

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

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

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

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

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

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

Further details on the work of the committee for the reporting period
could be found under “Audit Committee Report” of this annual report.
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Remuneration Committee

Currently, the members of RC are Mr. Hu Jiangbing (Committee Chairman),
Ms. Zhang Lijuan, Mr. Lin Bing and Mr. Liu Gang. All of whom are
independent non-executive Directors.

The committee met five times during the reporting period. The attendance
records are set out below:

FHEES

BRl  FHNEZEgXERNIEEE(ZES
%)‘@Eﬁﬂﬁ:’: MERERBIWEL iﬁ]i%
BUIFRITES -

CEEREHMRABRTRAREE  KELFE
FE0R -

76 RC 85 K

No. of meeting

attended/
No. of meeting
held during
Name appointment period
HESEREZEHR
oS BITERAH
Hu Jiangbing (Committee Chairman) WIK(ZEEFRE) 0/0
(appointed on 31 March 2020) (RZZEZZEF=-R=1+—HEZHE)
Zhang Lijuan w&IB 4/5
Pak Wai Keung, Martin (resigned on 29 October 2018)  AfE& (R=ZF—N\F+A=-+hBET) /1
Wu Tak Kong (resigned on 13 January 2020) HHER (KT F - AT =HEHT) 5/5
Cheung Simon (appointed on 25 January 2019 and QE‘@X (/5’5 T-NF-A-THBREZER 1/1
resigned on 18 December 2019) RZZE—NF+=A+N\HEHT)
Lin Bing (appointed on 13 January 2020) Mﬁ\(ﬁéiz\:%ﬁifﬁ T=HEZME) 0/0
Liu Gang (appointed on 21 January 2020) BN T -_EFE - -+ BEEE) 0/0
Number of meeting held during the reporting period R4 EARI S 1T & 2R 5
The responsibilities of the committee include the following: ZEGNBERFEUTEIE
recommend to the Board the Group's remuneration policy for the MAEEEARNTESTRANASRER
executive Directors and the senior management of the Company; EBHEFHMEBERRESSERER
consider and advise on the terms of any contract to be offered to %Fﬁ%%%fﬁﬁ’ﬂﬂﬂé\u’] AR stk 1
Directors; and "=
monitor the remuneration package of the executive Directors and ERHRTESLREEENTHEE R
senior management and make recommendations thereto. UL VR 2R o
Further information of the committee’s activities is contained in  ZE&HEBAE — S ER R AFR 2 [ b
“Remuneration Committee Report” of this annual report. ZEEWE] -
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Nomination Committee

Currently, the members of NC are Mr. Lin Bing (Committee Chairman), Mr.
Liu Gang and Ms. Zhang Lijuan. All of whom are independent non-
executive Directors.

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

The committee met three times during the reporting period, the
attendance of the committee members are shown in the following table:
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Lin Bing (Committee Chairman) ME(ZE8+E) 0/0
(appointed on 13 January 2020) (RM—_ZE-_ZFT—A+=HEZMT)

Zhang Lijuan I8 3/3

Pak Wai Keung, Martin BE®R(WZZE-NFTAZ+ILARTI) 0/0
(resigned on 29 October 2018)

Wu Tak Kong (resigned on 13 January 2020) HE (R ZEF— A+ =HET) 3/3

Cheung Simon (appointed on 25 January 2019 KX (RZB-NF-ATHBEZE 0/0
and resigned on 18 December 2019) &E’\:ﬁ NE+TZA+N\BEHE)

Lin Bing (appointed on 13 January 2020) MERZZEZTF—A+=AEZMT) 0/0

Liu Gang (appointed on 21 January 2020) 2138 (E’\_ T-EF A+ —HEZM) 0/0

The criteria for appointment of a new director set out in the nomination
policy are listed out below:

possess core competencies that meet the needs of the Company;
be able to commit time and carry out duties and responsibilities; and

the independence in case of an independent non-executive Director.

REBRMBZERESNERHIINT

BAARRBIFENZOREE
RSB METRIS RBR - Rk

M (HABIFRITES) ©

RESERBRERAF 41
—E-hEFR



Corporate Governance Report

ERELSRE

The committee leads the process and makes recommendation of the
appointment of new Director to the Board in accordance with the
nomination policy as follows:

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

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

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

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

To access the independence of independent non-executive
Directors;

To review the structure, size and composition of the Board; and
Consider the appointment of all proposed Director.

Executive Committee

EC was established on 3 September 2007 with specific written terms of
reference. The committee currently comprises three members, all of them
are executive Directors, namely Mr. Yin Zhigiang (Committee Chairman),
Ms. Shi Qi, Mr. Cheng Hong and Mr. Zhao Ang.

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

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

Directors’ and Auditor’s acknowledgement

The Audit Committee and the Board have reviewed the Company’s
consolidated financial statements for the period from 1 August 2018 to 31
December 2019. The Directors acknowledge their responsibilities for
preparing the accounts and presenting a balanced, clear and
comprehensive assessment for the Company’s performance, position and
prospects. The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company'’s ability to continue as a going concern.

Elite Partners CPA Limited (“Elite Partners”) acknowledged their reporting
responsibilities in the auditor’s report on the consolidated financial
statements for the period from 1 August 2018 to 31 December 2019 as set
out in this annual report.

Auditor’'s Remuneration

During the reporting period, Elite Partners was appointed as the Group's
auditor until the conclusion of the forthcoming annual general meeting.
The remuneration paid/payable to Elite Partners and its affiliates in respect
of their audit and non-audit services were as follows:
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—E-NEF

HK$’000

FET

Audit services ErT R 1,600
Non-audit services EEFT RS

Other advisory services H b BRI AR TS -

Total BET 1,600

The consolidated financial statements for the period from 1 August 2018 to
31 December 2019 were audited by Elite Partners. The Audit Committee
has recommended to the Board that Elite Partners be nominated for re-
appointment as the auditor of the Company at the forthcoming annual
general meeting.
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COMPANY SECRETARY

The Company Secretary, Mr. Lo Chu Wing, reports directly to the Board. All
the Directors have easy access to the Company Secretary and responsibility
of the Company Secretary is to ensure the board meetings are properly
held and are in compliance with the relevant laws and regulations. The
Company Secretary is also responsible for giving advices with respect to
the Directors’ obligations on securities interest disclosure, disclosure
requirements of discloseable transactions, connected transactions and
inside information. The Company Secretary shall provide advices to the
Board with respect to strict compliance with the laws, requirements and
the Company's articles of association at appropriate times. As the
Company's principal channel of communication with the Stock Exchange,
the Company Secretary assists the Board in implementing and
strengthening the Company’s corporate governance code so as to bring
the best long term value to shareholders. In addition, the Company
Secretary also provides relevant information updates and continuous
professional development to the Directors with respect to legal,
supervisory and other continuous obligations for being a director of a listed
company at appropriate times.

Mr. Lo Chu Wing is an employee of CS Legend Corporate Services Limited,
an external service provider. The primary contact person of Mr. Lo at the
Company is Mr. Liu Tao, the board secretary of the Company.

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

During the reporting period, the Company Secretary has undertaken over
15 hours of relevant professional training in compliance with Rule 3.29 of
the Listing Rules.

SHAREHOLDERS’ RIGHT

Convene of General Meetings

The Board strives to maintain an on-going dialogue with the Shareholders
of the Company. The Company uses annual general meeting as one of the
principal channels for communicating with the Shareholders. The
Company ensures that Shareholders’ views are communicated to the
Board. Shareholders are encouraged to participate in general meetings or
to appoint proxies to attend and vote at meetings for and on their behalf if
they are unable to attend the meetings. The process of the Company’s
general meeting are monitored and reviewed on a regular basis, and, if
necessary, changes will be made to ensure that Shareholders’ needs are
best served.
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At the general meeting, each substantially separate issue has been
considered by a separate resolution, including the election of individual
Directors. The Chairman/Chairlady, chairmen of the respective board
committees and the external auditor usually attend annual general
meetings to inter-face with and answer questions from the Shareholders.

The last annual general meeting of the Company was held on 13
December 2018 (2018 AGM"). The attendance records of the Directors to

the 2018 AGM are set out below:

Directors

=2

Executive Directors
Shi Qi
Yin Zhigiang (appointed on 31 March 2020)
Qiu Yonghao (resigned on 8 January 2019)
Zhao Ang
Gao Feng (re-designed to executive Director
from non-executive Director on 13 November 2019)
Cheng Hong (appointed on 8 January 2019)

Non-Executive Directors
Han Lei
Sze Wai Lun

Independent Non-Executive Directors

Zhang Lijuan

Pak Wai Keung, Martin (resigned on 29 October 2018)

Wu Tak Kong (resigned on 13 January 2020)

Cheung Simon (appointed on 25 January 2019 and
resigned on 18 December 2019)

Lin Bing (appointed on 13 January 2020)

Liu Gang (appointed on 21 January 2020)

Hu Jiangbing (appointed on 31 March 2020)

Wang Lina (appointed on 22 April 2020)

Number of meeting held during the reporting period
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Number of meeting

attended/
Number of meeting
held during
appointment period
HESBERE ZEHR
BITEBINREY
HITEE
K3 0/1
FER(N_ZBF=[=+—HEZI) 0/0
BHOR (R =B —NF—HN\BEHE) 0/1
5 1/1
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W 0/1
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HEX(RZZZTF—AT=BFT) 1/1
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RZZ-NF+-A+N\BEEI)
Me(R_Z_ZF—-AT=-AEZT) 0/0
M (R _TF AT —REZEI) 0/0
HIE(R-ZE-TF=A=1T—HEZMH) 0/0
FTEMR-_ZE-_ZEFHA=-_+=H 0/0
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Notice to Shareholders for the 2018 AGM was sent to Shareholders more
than 20 clear business days prior to the 2018 AGM. The chairman of the
meeting exercised his power under the Company’s articles of association
to put each proposed resolution to vote by way of a poll. The Company
adopted poll voting for all resolutions put to vote at the meeting. The
procedures for voting by poll at the 2018 AGM were contained in the
circular of the Company to the Shareholders, which was dispatched
together with the 2018 annual report, and were further explained at the
2018 AGM prior to the polls being taken. Separate resolutions were
proposed at the 2018 AGM on each substantive issue and the percentage
of votes cast in favor of such resolutions as disclosed in the announcement
of the Company dated 13 December 2018 are set out below:

)\ FREEAFASIREBREDHN=Z
—N\FREEFASEITABBE- T ETEEE
BETFERE - REEFBITEAREABERM
BIFTE FEOE N - B EREMRBENEES
HFER - ARARRERG KAV RZREK
FREFNETERR - BAZZ— \FREBF
RE LUREFARINERF - BHHNAAF]
BRRABRHA - ERABEKEHE_T - \FFR
—HETRE  MAEBRFIE_Z— \FRE
BERSETREAINARE - RZZ2— NER
RAFAE L SEAEEHUNEBRERIR
2 MERBEAZERNZEHAMENE DL (R
ARBIAHAEZZE— N\F+ZA+=BHAEH
BER)FIEMT -

Percentage
of Votes cast
Resolutions proposed at the 2018 AGM in favor
BRHNEH
REB-N\FRREFAGRENABR FriG BB 2t
1. To receive and consider the audited consolidated financial statements and the reports of the directors 99.99%
and the auditors of the Company for the year ended 31 July 2018.
FENEZRARABE T \FLA=Z+-RILFENKERGREVBRRNEFSMEEZ
BED R -
2 (@) Tore-elect Mr. Zhao Ang as an executive director of the Company. 99.99%
BEEHBEERRNRARNITES -
(b)  Tore-elect Mr. Gao Feng as a non-executive director of the Company. 99.99%
BERBREERNARIFENTES
(c)  Tore-elect Mr.Han Lei as a non-executive director of the Company. 99.99%
BRBEREREADFIIFNITES -
(d)  Tore-elect Mr. Sze Wai Lun as a non-executive director of the Company. 99.99%
BEBERTERTATFENTES -
(e)  Tore-elect Ms. Zhang Lijuan as an independent non-executive director of the Company. 99.99%
FERNBEXTAARRRBEIFRITES -
3. To authorize the board of directors of the Company to fix the remuneration of the directors of the 99.99%
Company.
BREANFEETEEARNAEENME -
4. To re-appoint SHINEWING (HK) CPA Limited as the auditors of the Company and authorize the board 99.99%
of directors of the Company to fix their remuneration.
BHEEEKTH(ER) GHMEFMBERRAAARRAAZBETREALNRESFTGTETHMS -
5. To approve granting the general mandate to the directors of the Company to allot, issue and deal 99.99%
with the Company’s shares.
HAERTARBESE —BEEALRSE  FTREBRARATRG
6. To approve granting the general mandate to the directors of the Company to buy back the 99.99%
Company's shares.
BERTARRERE—REELABLARBRG -
7. To authorize the directors of the Company to extend the general mandate to issue new shares by adding 99.99%
the number of shares bought back.
RERRBZFFEINAPTIERL A MM BB BABITHAR D B —ARIXHE -
8. To approve and adopt the share option scheme. 99.99%

ot R RN B A i R 2
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All resolutions put to Shareholders at the 2018 AGM were passed. The
Company's Branch Share Registrar was appointed as scrutineer to monitor
and count the poll votes cast at that meeting. The results of the voting by
poll were published on the websites of the Company and the Stock
Exchange.

Procedures by which enquiries may put to the Board

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

Ta Yang Group Holdings Limited
Unit A0T1, 35th Floor

United Centre

95 Queensway, Admiralty

Hong Kong

Email: tayang@wsfg.hk

Tel No.: (852) 852-2851 1038

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

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

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

Significant changes in articles of association

During the reporting period, there is no significant change to the
Company's articles of association.

Shareholdings information

As at 31 December 2019

Authorised Capital : HK$2,000,000,000 divided into
20,000,000,000 Shares of HK$0.1 each

Issued and fully-paid : HK$87,117,800 divided into 871,178,000
Shares of HK$0.1 each

The following table summarised the existing shareholding structure of the
Company as at 31 December 2019:

REEMER
ARERAANERNED
PR R - AR RMMBREIRERIL E AR E

ERER

R-B-hAE+=-A=+-—H

SRR AR : 2,000,000,000& 7T * D A
20,000,000,000 A% &A%

B0 BTG,

BETRHME 87117800787 * DA
871,178,000 I = I (&
0.1 8 TR (7

TERBIARRR=_F-NFFT_A=T—BH
BRARRRE

Substantial Shareholders & Directors FTERBNES 436,540,400 50.11%
Public N 434,637,600 49.89%
Total st 871,178,000 100.00%

"

Other corporate information is set out in the “Corporate Information
section of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

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

Risk Management System

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

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

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

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

Based on the risk assessments conducted in 2020, no significant risk was
identified.

Internal Control System

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

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

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

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

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

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

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

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

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

Based on the internal control reviews conducted in 2020, no significant
control deficiency was identified.

Internal Auditors

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

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

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

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

INVESTOR AND SHAREHOLDER RELATIONS

Communication with Investors and Shareholders

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

Corporate Communications issued by the Company are available on the
websites of the Company and the Stock Exchange and in both English and
Chinese versions to facilitate their understanding. A section entitled
“Investor Relations” is available on the Company's website which provides
contact details to allow Shareholders to contact the Company easily.
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Corporate Governance Report
BRELHRE

Enquiries from institutional investors and analysts on the Group's strategy,
operations, management and plans are welcome.

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

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

MANAGEMENT FUNCTIONS

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

Hong Kong, 15 May 2020
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Remuneration Committee Report

This report provides the details of work undertaken by the Remuneration
Committee during the reporting period.

MEMBERSHIP OF THE REMUNERATION COMMITTEE

As at the date of this report, the Directors who served on RC were Mr. Hu
Jiangbing (Committee Chairman), Ms. Zhang Lijuan, Mr. Lin Bing and Mr.
Liu Gang. All of them are independent non-executive Directors.

ACTIVITIES OF THE REMUNERATION COMMITTEE

During the reporting period, RC met five times and passed written
resolutions to:

conduct the annual review of the remuneration for all Directors and
Senior Management and making appropriate recommendations to
the Board;

consider the share option scheme;

consider the service agreement/appointment letter of the proposed
Directors and Senior Management.

REMUNERATION POLICY

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

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

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

FHEREEE

The following table illustrates the elements of remuneration of Executive ~ F&R#ZHAAMITESRSHEEBHFMNESHTE -
Directors and senior management.

Remuneration Purpose Reward Policy details
) B B3] KB
Basic Salary To reflect the market value of each - Cash payment Reviewed annually
ERFHSE individual B AR FFER
RELGEATHTISEE Monthly Compare against selected
A comparable companies

Discretionary Bonus
[ RN

Pension

BRE

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

S ENE B RADRIERGREKTFH
KELERBEARR AR

To provide appropriate and
competitive post retirement
benefits
REEE R ERF RRKE
=
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Individual performance
EAKRER

Market condition
ik

The Group performance
relative to corporate
targets
REEBEREEB RN
R

MPF scheme
BiEEETE



Remuneration Committee Report

Details of the amount of Directors’ and senior managements’' remuneration
during the reporting period are set out in Note 18 to the consolidated
financial statements.

Members of the Remuneration Committee
Hu Jiangbing (Committee Chairman)
Zhang Lijuan

Lin Bing

Liu Gang

Hong Kong, 15 May 2020
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Audit Committee Report
ERZRERE

This report provides details of the role of the Audit Committee and the
work it has undertaken by them during the reporting period.

MEMBERSHIP OF AUDIT COMMITTEE

As at the date of this report, the Directors who served on AC were Mr. Lin
Bing (Committee Chairman), Ms. Zhang Lijuan and Mr. Liu Gang. All of
them are independent non-executive Directors.

MEETINGS AND ATTENDANCE

During the reporting period, AC met five times. The chief financial officer of
the Company and the external auditor attended the meetings by invitation.
The attendance records are set out below:

AREREEBELRZ BERE MRE BHEME
TTTVERRES -

FERREHA
RBEHRE - HEERZEEREBNEST/ME

EE(REGIRE) RIBXLRAMELE -2
BRBELIFNTES -

EMRHELHE

RBEMRE BERZBERTHAREGH - AR
MERERINERBIMER L EEE - ﬁfﬁ?uﬂﬁi
s

Pak Wai Keung, Martin BER(RZZ—N\F+AZTNBEET) 0/0
(resigned on 29 October 2018)

Zhang Lijuan RIB 2/5

Wu Tak Kong (resigned on 13 January 2020) HEX (R ZZE_ZF—A+=HET) 5/5

Cheung Simon (appointed on 25 January 2019and Rt (R —F—hF—A-+HAEZI K 3/3
resigned on 18 December 2019) RZZT—NF+ZA+N\BEHE)

Lin Bing (appointed on 13 January 2020) M@i\(EA—%—%ﬁ A+=REZI) 0/0

Liu Gang (appointed on 21 January 2020) MR _TF—A=+—HEZED) 0/0

SUMMARY OF MAJOR WORKS DONE DURING THE
REPORTING PERIOD

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

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

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

reviewed and discussed the risk management and internal control
report including the status of implementing recommendations on
previous report;

reviewed, assessed the adequacy and effectiveness of the Company’s
risk management and internal controls;

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

reviewed and discussed the audit plan.

FINANCIAL REPORTING

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

RISK MANAGEMENT AND INTERNAL CONTROL

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

EXTERNAL AUDITOR

AC reviewed the independence of Elite Partners and recommended their
re-appointment as auditor of the Group for the ensuing year in the
forthcoming AGM.

Members of Audit Committee
Lin Bing (Committee Chairman)
Zhang Lijuan

Liu Gang

Hong Kong, 15 May 2020
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Report of the Directors

EFERE

The Directors have pleasure in presenting their annual report and the
audited consolidated financial statements for the period from 1 August
2018 to 31 December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities of the Company’s principal subsidiaries are design and
manufacture of silicone rubber input devices which are mainly used in
lifestyle products and 4Cs (i) Consumer (consumer electronic devices), (ii)
Computers (keypads for computers and notebooks), (i) Communications
(mobile phone peripheral products), and (iv) Cars (automotive peripheral
products). In addition, the Group has penetrated into healthcare and hotel
services. Particulars of the Company’s principal subsidiaries are set out in
Note 45 to the consolidated financial statements. The nature of the
principal activities of the Group has not changed during the reporting
period.

RESULTS AND APPROPRIATIONS

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

The Board has not recommended the distribution of a final dividend for the
period from 1 August 2018 to 31 December 2019 (for the year ended 31
July 2018: nil). Details are set out in Note 15 to the consolidated financial
statements.

BUSINESS REVIEW

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

Particulars of important events affecting the Company that have occurred
since the end of the reporting period can also be found in the
“Management Discussion and Analysis” section of this annual report and
Note 46 to the consolidated financial statements.

An analysis of the Group’s performance during the reporting period is
provided in the “Financial Review” section and “Five Years Financial
Summary” of this annual report.

In addition, discussions on the Group’s environmental and social policies
and an account of the Group's key relationships with its stakeholders are
contained in “Environmental, Social and Governance Report” to be
published.
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COMPLIANCE WITH LAWS AND REGULATIONS WHICH
HAVE A SIGNIFICANT IMPACT ON THE COMPANY

The Company strictly complies with domestic and overseas laws and
regulations and industry standards such as the Listing Rules, SFO and PRC
Company Law. Please refer to the “Environmental, Social and Governance
Report” to be published.

SHARE CAPITAL

Details of movements of the share capital of the Company during the
reporting period are set out in Note 34 to the consolidated financial
statements.

TAX RELIEF

The Company is not aware of any relief from taxation available to
Shareholders of the Company by reason of their holding of the Company
share.

ULTIMATE HOLDING COMPANY

Lyton Maison Limited was the controlling Shareholder of the Company as
at 31 December 2019 and also the ultimate holding company of the
Company. The ultimate controlling party of the Group is Ms. Shi Qi, the
Chairlady of the Board, the Chief Executive Officer and an executive
Director of the Company. She is the sole director and the ultimate
beneficial owner of Lyton Maison Limited.

As at 31 December 2019, Lyton Maison Limited directly held 50.11% of the
then issued share capital of the Company.

PROPERTY, PLANT AND EQUIPMENT

During the reporting period, the Group spent approximately HK$29.1
million on additions to property, plant and equipment mainly for the
expansion and enhancement of its production capability.

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

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the Group
for the last five financial years is set out in the “Five Years Financial
Summary” of this annual report. This summary does not form part of the
audited consolidated financial statements.

Report of the Directors

EFERS

BTFHAEAXFNAEARENERRAS
iR
ARE KRBT EMRA - B RBEFEDET

BRRDEFHEABINERERRITERA - 2
BIRE T Z [IRIR - HEREAWME]

Bz &

RBERE  ARARBAEHNFEHNERA M
MK MTE34 o

RERE %

ARBLETZE - ARBRREAFHE AR AR
R R A F IR -

BREZEERLT

Lyton Maison Limited BN A BN ZFE—NF+=
A=+ —BZEBRRERARAAZHZLERA
Al NEBZREERFAETEERE - 1THE
HEARRBMITES B L - B & Lyton Maison
Limited ZME—BERRRBEEHEAA ©

R=ZZF—AF+=A=+—H8" Lyton Maison
LmtedEEFAARAERDBITRAD
50.11% °

W% - WE R

REREHRM - ANEBEE) A 429,100,000 LA E
WE BELERE TZAUBRARIRALEEE

4ok
BE °

RBEME - AREBVE  BELRRBEINF
BER RS M MAME9

MERHBE

AEESROAEMBRFEAMNEE BERS
EREERAER [ AFYBRE] - ZBEIL T
BRBERGEVBERERN D -

KEREERARLF
—2 nrrg | O



Report of the Directors

EFERE

DISTRIBUTABLE RESERVES AND RESERVES

As at 31 December 2019, the Company’s reserve available for distribution
amounted to HK$11,374,000 (31 July 2018: HK$77,979,000).

Movements in reserves of the Company during the reporting period and
the distributable reserves of the Company as at 31 December 2019 are set
out in Note 44 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

During the reporting period, the five largest customers of the Group
accounted for approximately 48.1% of the total revenue of the Group and
the largest customer accounted for approximately 10.5% of the total
revenue.

The aggregate purchases attributable to the Group's largest supplier and
five largest suppliers taken together accounted for approximately 7.1% and
34.9% of the Group's total purchase for the reporting period.

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

DIRECTORS

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

Executive Directors

Ms. Shi Qi (Chairlady and Chief Executive Officer)
Mr. Yin Zhigiang (appointed on 31 March 2020)
Mr. Qiu Yonghao (resigned on 8 January 2019)
Mr. Zhao Ang
Mr. Gao Feng (re-designed to executive Director
from non-executive Director on 13 November 2019)
Mr. Cheng Hong (appointed on 8 January 2019)

Non-Executive Directors

Mr. Han Lei
Mr. Sze Wai Lun

Independent Non-Executive Directors

Ms. Zhang Lijuan

Mr. Pak Wai Keung, Martin (resigned on 29 October 2018)

Mr. Wu Tak Kong (resigned on 13 January 2020)

Mr. Cheung Simon (appointed on 25 January 2019 and
resigned on 18 December 2019)

Mr. Lin Bing (appointed on 13 January 2020)

Mr. Liu Gang (appointed on 21 January 2020)

Mr. Hu Jiangbing (appointed on 31 March 2020)

Ms. Wang Lina (appointed on 22 April 2020)
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Pursuant to Article 86(3) of the Company’s articles of association, Mr. Cheng
Hong, Mr. Lin Bing, Mr. Yin Zhigiang, Mr. Hu Jiangbing, Ms. Wang Lina and
Mr. Liu Gang, being the newly appointed Directors, will hold their office
until the forthcoming annual general meeting and, being eligible, offer
themselves for re-election.

Pursuant to Article 87(1) of the Company's articles of association, Ms. Shi Qi,
Mr. Gao Feng, Mr. Han Lei and Mr. Zhao Ang, will retire by rotation at the
forthcoming annual general meeting and, being eligible, offer themselves
for re-election.

INDEPENDENT NON-EXECUTIVE DIRECTORS’
CONFIRMATION

The Company has received from each of the independent non-executive
Directors an annual confirmation of his/her independence to Rule 3.13 of
the Listing Rules and as at the date of this report still considers that all of
the independent non-executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

As at 31 December 2019, none of the Directors proposed for re-election at
the forthcoming annual general meeting has a service contract with the
Company which is not determinable by the Company within one year
without payment of compensation, other than statutory compensation.

EMOLUMENT POLICY

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

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

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the Directors of the Company and the five
highest paid individuals of the Group during the reporting period under
review are set out in Note 18 to the consolidated financial statements.
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Report of the Directors

EFERE

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

Directors’ Interests

As at 31 December 2019, the interests and short positions of the Directors
and the Chief Executive of the Company in the Shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO as recorded in the register
required to be kept by the Company under section 352 of the SFO or
otherwise required to be notified to the Company and the Stock Exchange
pursuant to the Model Code, were as follows:

Long Positions in Shares and Underlying Shares in the Company

EFREFRITRARMHHED
EERER

R-FB-NFT-_A=1—8 FEFERARF
TETRABRARBREA(ENEE (E&H
REF LG GEPIEXVERD) B - 8RR G
BT RBEETRARAREES LA KIIE
NGREAFENELMANEERAR X
RIBRAETRIZAME AR R K8 2P a b s ok
BT

RADFARGRABRONTE

Number of Shares/underlying shares held in

the Company
RERRREHRS, HERAHE
Approximate
percentage of
Equity Shares in issue
Name of Capacity in which Interests derivatives Total of the Company
Director interests are held in Shares  (share options) interests (Note 1) Note
EEns BEERNSH ki ER TS ERAR fEARRT i3
fTETR BERITRHN
(BRE) BROBEDL
(Wit 1)
ShiQi Interest of a controlled corporation 436,540,400 - 436,540,400 50.11% 2
1% R AR RS
Notes: /jﬁﬁ:'f .
1. Based on 871,178,000 Shares in issue as at 31 December 2019, 1. BER_ZE-NEF+_A=+T—-HBE &1
871,178,000 IR AR (A5 & -
2. Lyton Maison Limited, a limited company incorporated in the British Virgin =~ 2. Lyton Maison Limited £ 7 2% & Bz 22 A & =L it A 52

Islands, issued share of which is one share solely owned by Ms. Shi Qi, is
interested in 436,540,400 Shares.

Save as disclosed above, as at 31 December 2019, none of the Directors
and the Chief Executive of the Company had any interest or short position
in the Shares, underlying shares and debentures of the Company or any of
its associated corporation (within the meaning of Part XV of the SFO) which
were required (a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they were taken or deemed to have under such
provisions of the SFO); or (b) pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (c) notified to the Company
and the Stock Exchange pursuant to the Model Code.
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Report of the Directors

EFERS

INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS FERRNER

As at 31 December 2019, so far as is known to the Directors, the following R-Z—AFE+-_F=+—H8 BLEZEHRM - U
person (other than Directors and Chief Executive of the Company) has TAT(BRARFTEERETEBTHAEIN AR
interest or short position in the Shares or underlying shares of the TR SABRIAR 15 T 5 1R 15 38 5 & HA 5 {6411 56 XV
Company which would fall to be disclosed to the Company under the #8552 K 343 &F 48 £ B A AN A B4 B8 K it #% AR
provision of Divisions 2 and 3 of Part XV of the SFO and are recorded inthe R RIRIE & F RIS 1661 5 336 (57 B A= it

register kept by the Company under section 336 of the SFO: AR ER SO E ¢
Long positions in the Shares and Underlying Shares RO REBRONER
Approximate
percentage
Number of of Shares
Name of Shares held in in issue of
shareholder Capacity in which interests are held the Company the Company'  Note(s)
BRREH BREREENSH BELADR (AERREHRT ffaF
B2 H % 13 B9 BEAY
B!
Lyton Maison Limited Beneficial Owner 436,540,400 50.11% 2
ERERA
Mason Resources Finance Limited Person having a security interest in Shares 445,342,400 51.12% 3
KRERMBERAR RGP ERERESZ AL
Mason Group Holdings Limited Interest of controlled corporation 445,342,400 51.12% 3
KREEZERBRAR RIEFEBER
Notes: fifat
m Based on 871,178,000 Shares in issue as at 31 December 2019. (1) BER-_Z—AF+_A=+—"HBD %17

871,178,000 BRI D 5T E ©

) Lyton Maison Limited, a limited company incorporated in the British Virgin ~ (2) Lyton Maison Limited £ 7 2 & Bz 22 A & sE it A 52
Islands, solely owned by Ms. Shi Qi is interested in 436,540,400 Shares. MERRAR AEBXTBEHREA B
436,540,400 IR AR 19 R HE B #E 5 ©

e s

(3) Mason Resources Finance Limited, having a security interest in 436,540,400  (3) X = ERY %A R 2 R (K Lyton Maison Limited

Shares held by Lyton Maison Limited and 8,802,000 Shares held by other B 243654040 R R Bt A T A Z
party(ies), is indirectly wholly-owned by Mason Group Holdings Limited. 8,802,000 AR AR 7 FR B 1M 25 ) FB X = &= B2

BAERARBZEZERS

(4)  There was a duplication of interests of Ms. Shi Qi and Lyton Maison Limited () o34 2 £ B2 Lyton Maison Limited 2 A 55 88 & T 3%
which represented the same block of Shares. KR—#EA% D ©

(5)  There was a duplication of interests of Mason Resources Finance Limited and 5y  ®EEEMEER AR EEEEELREE AT
Mason Group Holdings Limited which represented the same block of Shares. TRERERTHRRE G o
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Save as disclosed above, as at 31 December 2019, the Company was not
notified by any person (other than Directors and Chief Executive of the
Company) who has an interest or short position in the Shares, or underlying
Shares which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the Company
under section 336 of SFO.

SHARE OPTION SCHEME

The share option scheme which was adopted on 16 May 2007 expired on
15 May 2017. There is no outstanding share option granted under this
share option scheme.

On 13 December 2018, the Company adopted the new share option
scheme (“Share Option Scheme”) and the major terms of the Share Option
Scheme were summarised as follows:

1. Purpose

The Shareholders adopted the Share Option Scheme at the annual
general meeting held on 13 December 2018.

The purposes of the Share Option Scheme are to recognise and
acknowledge the contributions to those who had made, may have
made or will make contributions to the Group. The Share Option
Scheme will provide the Eligible Persons (defined hereunder)
opportunities to have personal stakes in the Company with the view
to achieving the following objectives:

(@)  motivate the Eligible Persons to optimize their performance
efficiency for the benefit of the Group; and

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

2. Participants

The administration committee (“Administration Committee”),
comprising Ms. Shi Qi and Mr. Sze Wai Lun, may, at its absolute
discretion, invite any person belonging to any of the following
classes of participants, to take up options to subscribe for Shares (the
“Eligible Person”):

(1) any full time employee or director of any member of the
Group and any entity(ies) in which the Group holds any equity
interest (“Invested Entity”);

(2)  any part time employee of any member of the Group and
Invested Entity;

(3)  any supplier, distributor, service provider, customer of the
member of the Group or any Invested Entity;
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(4)  any shareholder of any member of the Group or any holder of
any securities issued by any member of the Group;

(5) any consultant or adviser of or to any member of the Group
who has provided services to such member of the Group in
accordance with the terms of a contractual relationship
entered into between the consultant or adviser with such
member of the Group;

(6)  any consultant, adviser, manager, officer or entity that provides
research, development or other technological support to the
Group or Invested Entity; and

(7)  such other persons who in the sole opinion of the
Administration Committee from time to time, will contribute
or have contributed to the Group.

Total number of Shares available for issue

The total number of Shares may be granted under the Share Option
Scheme is 87,117,800 Shares, representing 10% of the total issued
Shares as at the date of this annual report. The maximum number of
Shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme
and any other schemes of the Company shall not exceed 30% of the
total number of Shares in issue from time to time.

Maximum entitlement of each participant

The total number of Shares issued and to be issued upon exercise of
the options granted to each participant (including both exercised
and outstanding options) in any 12-month period must not exceed
1% of the Shares in issue from time to time, unless approved by the
Shareholders in the manner as stipulated in the Share Option
Scheme.

For any grant of options to a substantial Shareholder or an
independent non-executive Director or any of their respective
associates, the total number of Shares issued and to be issued upon
exercise of all options already granted and to be granted (including
options exercised, cancelled and outstanding) to such person in the
12-month period up to and including the date of such grant must
not:

(@)  exceed 0.1% of the total number of Shares in issue; and

(b)  have an aggregate value, based on the closing price of the
Shares on the date of each grant, in excess of HK$5 million;

unless such grant of options approved by the Shareholders at a
general meeting.
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Acceptance and exercise of options

An option may be accepted by a participant within 28 days from the
date of the offer of grant of the option.

A nominal consideration of HKS$1 is payable on acceptance of the
offer of grant of an option and shall be received by the Company
within such time as may be specified in the offer of grant of the
option, which shall not be later than 28 days from the offer date.

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period to be determined
and notified by the Directors to each grantee, which period may
commence on a day after the date on which the offer for the grant
of options is accepted but shall end in any event not later than 10
years from the date of grant of the option subject to the provisions
for early termination thereof. Unless otherwise determined by the
Administration Committee and stated in the offer of the grant of
options to a grantee, there is no minimum period required under the
Share Option Scheme for the holding of an Option before it can be
exercised.

Subscription price

The subscription price shall be determined by the Administration
Committee in their absolute discretion and notified to the
participant (subject to any adjustment made pursuant to the Share
Option Scheme) and shall be at least the highest of:

(i) the closing price of the Shares as stated in the Stock
Exchange's daily quotations sheet on the offer date, which
must be a trading day;

(i) the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the 5 trading days
immediately preceding the offer date; and

(i) the nominal value of a Share.

Performance target

Unless the Administration Committee otherwise determined and
stated in the offer of the grant of options to a grantee, a grantee is
not required to achieve any performance targets before any options
granted under the Share Option Scheme can be vested in, or
exercised by, the grantee.

Period of the Share Option Scheme

The Share Option Scheme will remain in force for a period of 10
years commencing on the date on which the Share Option Scheme
is adopted.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save for the Share Option Scheme adopted by the Company on 13
December 2018, at no time during the reporting period was the Company,
any of its holding companies, subsidiaries or fellow subsidiaries a party to
any arrangements to enable the Directors of the Company to acquire
benefits by means of the acquisition of Shares in, or debentures of, the
Company or any other body corporate.

INTERESTS IN TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS

There was no transaction, arrangement or contract of significance, to which
the Company, any of its holding companies, subsidiaries or fellow
subsidiaries is a party and in which a Director or an entity connected with a
Director had material interest, whether directly or indirectly, subsisted at
the end of or at any time during the reporting period, nor had there been
any contract of significance entered into between the Group and a
controlling shareholder of the Company or any of its subsidiaries during
the reporting period.

PERMITTED INDEMNITY PROVISION

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

MANAGEMENT CONTRACT

During the reporting period, the Company did not enter into any
management and administration contracts relating to all or any substantial
part of the business of the Company.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme adopted by the Company on 13
December 2018, no equity-linked agreements that have, will or may result
in the Company issuing shares or that require the Company to enter into
any agreements that have, will or may result in the Company issuing shares
were entered into by the Company during the reporting period or
subsisted at 31 December 2019.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the reporting period, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed
securities.

COMPETING INTERESTS

As at 31 December 2019, in so far as the Directors were aware, none of the
Directors or their respective associates had any interest in a business that
competed or was likely to compete with the business of the Group.

PRE-EMPTIVE RIGHTS

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

PUBLIC FLOAT

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

AUDIT COMMITTEE

The Audit Committee was established with terms of reference in
compliance with the CG Code. The Audit Committee has reviewed with
the management the accounting principles and practices adopted by the
Group and discussed auditing, financial reporting system, risk management
and internal control systems, and has reviewed the Group's annual results
for the Reporting Period. The Audit Committee is of the view that the
consolidated financial statements have been prepared in accordance with
the applicable standards, the Listing Rules and the statutory provisions and
sufficient disclosures have been made.
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RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTIONS

During the reporting period, the Group entered into transactions with
related parties, details of which are set out in Note 39 to the consolidated
financial statements. None of these related party transactions constitutes a
connected transaction or a continuing connected transaction of the Group
as defined in and required to be disclosed under Chapter 14A of the Listing
Rules.

CLOSURE OF REGISTER OF MEMBERS

The annual general meeting of the Company is expected to be held on
Monday, 29 June 2020. A notice convening the annual general meeting
will be published and despatched to the shareholders of the Company in
due course.

In order to determine members who are entitled to attend and vote at the
annual general meeting of the Company to be held on Monday, 29 June
2020, the register of members of the Company will be closed from Tuesday,
23 June 2020 to Monday, 29 June 2020, both days inclusive, during which
period no transfer of shares can be registered. All transfers accompanied by
the relevant share certificates must be lodged with the Company’s Hong
Kong Branch Share Registrar, Union Registrars Limited at Suites 3301-04,
33/F., Two Chinachem Exchange Square, 338 King's Road, North Point,
Hong Kong, for registration not later than 4:00 p.m. on Monday, 22 June
2020.
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AUDITORS

Following the resignation of SHINEWING (HK) CPA Limited (“SHINEWING")
as auditors of the Company on 21 June 2019, Elite Partners CPA Limited
(“Elite Partners”) was appointed as the auditors of the Company by the
Board with effect from 21 June 2019 to fill in the vacancy following the
resignation of SHINEWING.

The Board confirmed that there was no disagreement between SHINEWING
and the Company.

Save as disclosed above, there were no other changes in auditors of the
Company during the past three years.

The financial statements for the period from 1 August 2018 to 31
December 2019 have been audited by Elite Partners, who will retire and,
being eligible, will offer themselves for re-appointment at the forthcoming
annual general meeting. A resolution will be proposed at the forthcoming
annual general meeting for the re-appointment of Elite Partners as auditor
of the Company.

On behalf of the Board

Shi Qi
CHAIRLADY AND CHIEF EXECUTIVE OFFICER
Chengdu

15 May 2020
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Independent Auditor’s Report

elite
< partners

CERTIFIED PUBLIC ACCOUNTANTS

To The Members of Ta Yang Group Holdings Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Ta Yang Group
Holdings Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 78 to 197, which comprise the
consolidated statement of financial position as at 31 December 2019, and
the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the period from 1 August 2018 to
31 December 2019 (“Period”), 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 its consolidated financial position of the Group as at 31 December
2019, and of its consolidated financial performance and its consolidated
cash flows for the Period in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

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

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 1 to the consolidated financial statements,
which indicates that as of 31 December 2019, the Group had net current
liabilities of approximately HK$69,357,000. These conditions indicate that a
material uncertainty exists that may cast significant doubt on the Group's
ability to continue as a going concern. The directors of the Company are
considering a number of financing measures as set forth in note 1 to
improve the Group's liquidity and financial position and consider that the
Group will have sufficient working capital to finance its operations and to
fulfil its financial obligations as and when they fall due in the foreseeable
future upon successfully implementing these measures. Our opinion is not
modified in respect of this matter.
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KEY AUDIT MATTERS

MREEZER

Key audit matters are those matters that in our professional judgement, BAREREBARRFNELAET = - B KR
were of most significance in our audit of the consolidated financial B AHENGEHBRISAEENEE - %
statements for the Period. These matters were addressed in the context of — Z5ZRIE R R FIBZ B EG A MBS HRE Kttt
our audit of the consolidated financial statements as a whole, and in B EREETRIERN  BRMATSYHZSEEIZ
forming our opinion thereon, and we do not provide a separate opinionon  #HEEER - RARBESENEATEERZ
these matters. In addition to the matter described in the Material —~ —&iFFt ) EIBSHN  RPICHE T X EEEF
Uncertainty Related to Going Concern section, we have determined the ~ AZBERREN/EBNHERELZEE -

matter described below to be the key audit matters to be communicated

in our report.

Key audit matters
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Impairment assessment of property, plant and
equipment and prepaid lease payment

ME - BB MRS AR TANEE SR 2R ET L

The Group's property, plant and equipment and
prepaid lease payment stated at amounts of
approximately HK$153,964,000 and HK$116,987,000
respectively as at 31 December 2019.

EEEYE  BERJIEUARFANEERER =
- NF+_A=+—BIKeEI N ARL
153,964,000%8 7T} 116,987,000 8 JT ©

For the impairment assessment, the Group appointed
an independent external valuer to assess the
recoverable amounts of property, plant and equipment
and prepaid lease payment.

SUREREME © ESEEEBEIMNMLERRT
Y% - BB RREARFENEERIRZ ATKE &
L

We had identified the impairment assessment of
property, plant and equipment and prepaid lease
payment as key audit matter due to the significant
judgement involved by the management in
impairment assessment.
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FHEEBAEREZEE  RAREEENRMERT
(G152 EVN |-l

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

How the matter was addressed in our audit

BMHF R NAERZER

Our audit procedures in relation to impairment assessment of

property, plant and equipment and prepaid lease payment

included the following:

BB - BE &R EARBNEERIE 2 EZIEF
BETIRIEA

— We discussed with management whether any
impairment indicator exists and basis for the impairment
recognised.

HPEERENRmED FEERETR & EZDR
EREE -

— We assessed the methodology used and the
appropriateness of the key assumptions adopted in the
valuation.

BARHEPAR AR AEM R ARERETEE

D

—  We checked on sampling basis, the accounting and
relevance of the input data used.
BAAE S RS RR AR 2 §5HEE R
MR

—  We evaluated the competency of the independent
external valuer taking account its experience and
qualifications.
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Key audit matters

ARELEE

)

Valuation of investment properties

BEYFGE

Management has estimated the fair value of the
Group's investment properties to be approximately
HK$87,191,000 as at 31 December 2019.

ERER EEEREVENR_Z-NF+A
=+ —BH®AFERAIS7,191,000% T

For the estimation of fair value, the Group appointed
an independent external valuer to determine the fair
value of the investment properties.

RIEFAATE X EXREZEBVINBGERMAE
ERBYEHATFE -

We had identified the valuation of investment
properties as key audit matter due to the significant
judgement involved in determining the fair value.
BB REDEEESR AEREZEE  REE
EERNTEDREXHE -

Assessment of expected credit losses (“ECL"”) on
trade receivables

EWEZERERCEERSE ( [ABEEER] )
B

As at 31 December 2019, the Group had trade
receivables amounting to HK$102,122,000.
RZZE—NF+ZA=+—H BEEENEKZES
BR 3K A 102,122,000 8 7T

Management judgment is required in assessing and
determining the recoverability of trade receivables and
adequacy of allowance made using the ECL model
under HKFRS 9 “Financial Instruments”.
RIEFEM B HREERNE o [RTA ] - RefE &
ETRKEZHRFHAKEERFEAAREEER
BT ER E R 7T R R AR B IR I8 I -

We had identified impairment assessment of trade
receivables as a key audit matter because the
assessment of the recoverability of trade receivables
and recognition of loss allowance are inherently
subjective and requires significant management
judgement, which increases the risk of error or
potential management bias.

HAG R E 5 R RE R ER (AR AERERZSE
18 REZEREWE 5 8RR e ] e m i N R e
BRELSFATHE  FEFELSREBEALE - 1
Mg AN T $H RSB E T IR = BV E R o

Independent Auditor’s Report
55 3 % By EM ¥R o

How the matter was addressed in our audit

BN ELNARRZER

Our audit procedures in relation to valuation of investment
properties included the following:

BRIBBREY R GENEREZFEE TIEA

—  We assessed the valuation methodology used and the
appropriateness of the key assumptions based on the
public available facts and circumstances of the property
market in the People’s Republic of China.
BPRBEPEARKNBEMET SN AFASEE
MIERFEFARETERERBRRELTEE

—  We checked, on a sample basis, the accuracy and
relevance of the input data used.
BPIA BT XN E %P &8 AR 2 S £ & E
7 e

Our major audit procedures relating to the assessment of ECL
on trade receivables included the following:
HMEBREESRAABEEBETIENEEETRIEFE
BTFIRIE

—  We tested the design and implementation of the
relevant key controls over the assessment and
monitoring of credit risks, and determination of
allowance for expected credit losses.

FAPTRIEE B R B AT Ak K BB 60 4 2 A 4R 422 1) ) R 5
BTN - WET AP EEEREE -

—  We discussed with management and evaluated the ECL
model used in determining the allowance for expected
credit losses. We challenged and evaluated
management’s assessment on both the quantitative and
qualitative information considered by them that is
reasonable and supportable, including historical
experience and forward looking information such as
credit ratings, trade receivables ageing analysis,
collections subsequent to the end of the reporting
period, local economic conditions, past collection history
and trend analysis and knowledge of the businesses.
BMEEEEN LT HANEEEBEEBREEE
MEREEEEER - RAREERHEZENGIE
RaENEENREEER (BREELLRMATELEE
- EERR - BB ZRFRRDIT - MEHBR
B EQUGKR - BB © B E WK B E ST
VAR 10 3 078 ) 1B H B AT Ak 4R tH B B SR THE o

KEREERARLF
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Independent Auditor’s Report
B ZHE RS

—  We tested subsequent settlement of trade receivables
balances on a sample basis.

BN SRR B AEREBEREE BN

—  We assessed whether the time value of money was
considered in the expected credit loss impairment
model and checked the mathematical accuracy of the
calculations.
BHPFHMETEHEEBERRERA TS A ZEREERME
BE  YREFMENEMERL -

—  We assessed the adequacy of the Group's disclosures in
relation to trade receivables included in the consolidated
financial statements.

BTG 4R & M T 3R A AT S B U E 5 BR TR0 AB B 4%

BEARSD -




Independent Auditor’s Report

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

The directors are responsible for the other information. The other
information comprises the information included in the annual report but
does not include the consolidated financial statements and our auditor’s
report thereon. Our opinion on the consolidated financial statements does
not cover the other information and we do not express any form of
assurance conclusion thereon.

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

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE 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.

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

55 3L % BY B 3R 5

BR(GEEMEERR I Z &M R
HERSH)
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Independent Auditor’s Report
5 3L % B ED ¥R o

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF

THE

Our o

CONSOLIDATED FINANCIAL STATEMENTS

bjectives are to obtain reasonable assurance about whether the

consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion, solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high level of

assura

nce, but is not a guarantee that an audit conducted in accordance

with HKSAs will always detect a material misstatement when it exists.

Missta

tements 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

conso

lidated financial statements.

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

also:

76

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

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

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

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

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019
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Independent Auditor’s Report

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

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

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements for 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 the independent
auditor’s report is Siu Jimmy with Practising Certificate number P0O5898.

Elite Partners CPA Limited
Certified Public Accountants

10th Floor,

8 Observatory Road,
Tsim Sha Tsui,
Kowloon, Hong Kong

15 May 2020
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Consolidated Statement of Profit or Loss
RelEax

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8Bit++t@A

Seventeen
months ended
31 December
2019
BE-—=—N1#%F
t=A=+-H
E++@EA
HK$’000
FHET
Revenue WS 9 520,956 377,160
Cost of sales $HE AN (416,002) (294,303)
Gross profit EF 104,954 82,857
Other income and gain E A R e 9 71,054 111,372
Selling and distribution expenses HERDHEBAX (26,863) (26,726)
Administrative expenses THAX (196,713) (122,455)
Other operating expenses Hi &R 11 (2,367) (5,738)
Share of results of associates i NG (1,776) (77)
Finance costs B & Bk 2N 12 (28,322) (23,746)
Impairment losses under expected credit ~ FEEAE & &84 X THRIE
loss model, net of reversal = | (3,063) =
(Loss) profit before tax A ET (ER) %A (83,096) 15,487
Income tax expense TSR > 13 (7,884) (19,797)
Loss for the period/year o FEAEE 14 (90,980) (4,310)
Loss for the period/year attributable to: AR AT EAEER, N EE
Owners of the Company KNANRIEE A (86,420) (3,756)
Non-controlling interests PRI (4,560) (554)
(90,980) 4310)
Loss per share G EE 16
Basic (HK cents) ER (B (9.92) (0.43)

Diluted (HK cents) B5E (B 0) (9.92) (0.43)




Consolidated Statement of Profit or Loss and Other Comprehensive Income

FERZEREMEERRR

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

Seventeen

months ended Year ended
31 December 31 July
2019 2018
BE-Z-N& #HE_ZTN\F
+=ZHA=+—H +A=+—H
IE++{EA IEEE
HK$’000 HK$'000
FERT FAT
Loss for the period/year o FARER (90,980) (4,310)
Other comprehensive (expenses)/income Hiz2mE(FAx) WA
Items that will not be reclassified subsequently to ~ F@RHEEEFHEEIBIRMIER ¢
profit or loss:
Financial assets at fair value through BAFEYRL A EM2E AR
other comprehensive income (“FVTOCI") ZIE ([HR A FES BRI £ E A
ZEHBRARNEE SR EE (3,113) -
(3,113) =
Gain on revaluation of properties, net of tax WEEG RS (FBRFHRIERER) - 2,078
Gain on revaluation of prepaid lease payments, TENEEREE G KR
net of tax (HMKRHiIEE) - 2,110
Release of property revaluation reserve upon HEYERRBRYEEHEE
disposal of properties 868 -
(2,245) 4,188
Items that may be reclassified subsequently to AIREEEN D BEEERMIER :
profit or loss:
Release of exchange reserve upon U 51T B B A 7] F 8 [E)
deregjistration of subsidiaries bE 152 (4,787)
Release of exchange reserve upon o S B A AR [E)
disposal of associates b 5 (4 - 118
Exchange differences arising on BREBINEBEER
translating foreign operations =58 (11,230) (539)
Available-for-sale financial assets AEHESRERE
Fair value change of available-for-sale financial B/ FRAEEESREE
assets for the period/year A TEE S - 3,807
Release of available-for-sale financial assets HERBERHEESREE
upon disposal - (1,159)
(11,078) (2,560)
Share of other comprehensive income of associates  FE{hL B 4 A 189 E fth 2 E YA
Share of exchange difference of associates FE(GHE = R R RE X =58 - 19
Other comprehensive (expenses) income for B EREMAEE () WA
the period/year (13,323) 1,647
Total comprehensive expenses for the period/year, 8,4 A2 T 5 Sz 4258
net of income tax (MR FBHLE) (104,303) (2,663)
Total comprehensive expenses for the period/year, AT~ ALFEGH, FERNE2E
net of income tax, attributable to sz 458 (IR TS i%)
Owners of the Company ZIN/NEIEZEWN (99,743) (2,109
Non-controlling interests IR (4,560) (554)
(104,303) (2,663)

KEREERARLF
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Consolidated Statement of Financial Position
ReMBKAE

AS AT 31 DECEMBER 2019 R=—Z—hF+=-_A=+—H

At At
31 December 31 July
2019 2018
—E-AF —E-)\F
+=A=+-8 | EA=f H©
Notes HK$'000 HK$'000
Hat FET T
Non-current assets EMEEE
Property, plant and equipment ME - BB MR 19 153,964 171,954
Intangible assets HEE E 20 - 383
Prepaid lease payments JENHEERIE 21 114,522 120,406
Investment properties wEYHE 22 87,191 102,442
Goodwill S 23 8,008 -
Financial assets at fair value through BEAFEMRYEEMEE
other comprehensive income WARNZIERN SRS E 24 2,648 -
Available-for-sale financial assets AtHESRIEE 24 - 9,219
Interests in associates BN R S 25 60,246 =
Deposits for acquisition of land use rights Uk + 3 {F R IR S 26 - 14,065
426,579 418,469
Current assets TMENVE E
Inventories FE 27 31,734 46,404
Trade and other receivables JE IR B 5 BR 5% R E A W R 0E 28 247,451 229,859
Prepaid lease payments B ERIE 21 2,465 4,824
Held-for-trading investments BHIEEEIRE 30 116 582
Pledged bank deposits BEPIRITER 1,110 =
Bank balances and cash RITEBR RS 31 94,908 192,888
377,784 474,557
Non-current assets classified as held for sale 548 A {EH ERNSER B EE 29 - 21,214
377,784 495,771
Current liabilities mEafE
Trade and other payables JFEST B 5 8RR S Eofh e A<
IE 32 132,404 89,897
Income tax payable FERTPTISER 38,387 40,458
Secured bank borrowings BEFRITER 33 276,350 322,605
447,141 452,960
Net current (liabilities)/assets nE(BE) BEFE (69,357) 42,811
Total assets less current liabilities BEMABRRSERE 357,222 461,280

80 TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019



Consolidated Statement of Financial Position
MBIz

AS AT 31 DECEMBER 2019 R—ZE—hE+-A=+—H

At
31 December
2019
i
—E-NF
—A=+—8H
HK$’000
FET
Capital and reserves BAR R HE
Share capital %N 34 87,118 87,118
Reserves G 246,647 355,055
Equity attributable to owners ANEVHEB ANELER
of the Company 333,765 442,173
Non-controlling interests Bl e 3,155 4,211
Total equity W BE 336,920 446,384
Non-current liabilities ERBBE
Secured bank borrowings BEBEITER 33 3,330 -
Deferred income RIEW A 35 3,112 3,453
Deferred tax liabilities RIETIAAE 36 13,860 11,443
20,302 14,896
357,222 461,280

The consolidated financial statements on pages 78 to 197 were approved £ 78 B & F 197 BHGAMBMENKER R
and authorised for issue by the board of directors on 15 May 2020 and are —Z=—ZTFHATH AR ERSERZE  XET
signed on its behalf by: FIEERKFEE

Shi Qi Cheng Hong
iz BER
Director Director

EF EF




Consolidated Statement of Changes in Equity
GeHaERR

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—8it++t@A

AT At 007 R=Z-+E/\B-A gis 0 bR e 27 B0 m T 9w 0 s
Lossfortheyear FMEE = - - B75) - - - - - - (3756) 554 (310
Other comprehensivencome espenses) FRAREZERARR) :
fortheyear.
Exchange diferences asng on rnsiating BEBIRHELNES 28
foreign operations - = = = (539 = = = = - (839 = (539
Release of exchange resenve upon REHRHBLAARER
deregitation ofsubsidiaris ERERE - - - - (787 - - - - - (4787 - 4787
Release of exchange resenve upon HEBENIRREESRE
disposal of associates - - - - 118 - - - - - 118 - 18
(Gainfom revaluaton of propertes and NEREMEEE
prepad lease payments Edey - - - - - - 4188 - - - 4188 - 418
Net ganarising o revaluaton of FRERTRTESHAR
avllblefor sl iencil asets EEhaEE
forthe year - - - - - 3807 - - - - 3807 - 3807
Reezse of realuaton of avalble-forsale HERRETELESR
finandiel asets upon dsposal BEEf - - - - - (1,159 - - - - (1159 - (1159
Shareof exchange difeence of asociates EEBERTNES £ - - - - 19 - - - - - 19 - 19

Totd comprehensive expenses)income FhAE () HAEE

fortheyear - - - B75%) 5189 2 48 = - - {109 554 (669
Releaseoftatutory resene upon TERHEATRREAERE

deregistation of subsidries - - = 258 - - = = (2589) - - - -
Capital contrbution rom norrcontroling HBARNARESTE

interest subsiciaries - - - - - - - - - - - 5161 5161

31y 2018 RZZ-NFtA=t-8 87118 4470 (3262 (575%87) 1755 535 31% 240 3085 9 LA 40 46384




Consolidated Statement of Changes in Equity
HeaERR

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit++t@A

A3 July 2018 R=F-\FtA=t-A 87,118 44110 (3,262) (575,987) 17,550 5,555 33195 2420 30825 49 LIYATE] 4m 446,384
Adfjustmentfor il applicaton of HKFRS 9 INSEREAT R E
F95fhER - - - (1351) - - - - (1,351) - (1351)
At T August 2018 restated) R=E-NENA-B(8ET) 87,118 744710 (3,262) (577,338) 17,550 5,555 33,195 2420 30825 4 440,822 am 445,033
Lossforthe perod HhER - - - (86/420) - - - - - (86,420) (4560) (90,980)
Otther comprehensive ncome expenses) R BAERA () :
forthe perod:
Exchange diferences sing on ranslting REBNEHELNES 28
foreign operations - - - - (11,230) - - - - (11,230) - (11,230)
Releaseofexchange rsenve upon HERHEATRAR
deregistation of subsidaris EXEE - - - - 152 - - - - 152 - 152
(Gainffom revluaton f propetiesnd NEREREERE
prepaidlease payments Effla - - - - - 88 - - 868 - 868
Netloss asing on revalution of nancilassels ~ BREGRATEIREE
atFTOC forthe perod At 2ERARERNEH
EEEHERAE - - - - (3113 - - - (3113 - (3113)
Total comprehensie (expenses) income HRAE () HAEE
forthe period - - - (86,420) (11,078) 3113) 868 - - (99,743) 4560) (104,303)
Disposal of nterest inthe subsicres HENEATES - - - - - - - - - - 3,504 3,504
Disposeofiencialasets at ATOCI HERATEIREEL
2ARARERNEHER - - - - (7314) - - - (7314) - (1314)
At31 December 2019 RZZ-AFHZA=1-H 87,118 44710 (3262 (663758) 106472 (4872) 34063 240 30825 L] 333765 3155 336920




Consolidated Statement of Changes in Equity
ReERERE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

Notes:

84

Other reserve

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

Capital redemption reserve

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

Statutory surplus reserve

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

Legal reserve

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

Investment revaluation reserve

Investment revaluation reserve represents the change in fair value of equity
investments classified as financial assets at fair value through other
comprehensive income (2018: the listed equity investments classified as
available-for-sale investments).

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019
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Consolidated Statement of Cash Flows
MEBRERER

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

Seventeen
months ended Year ended
31 December 31 July
2019 2018
BE-Z-N& #HE_ZN\F
+=ZA=+—H tA=+—H
IE+t@EA IEFE
HK$’000 HK$'000
FET FATT
OPERATING ACTIVITIES RETEE
(Loss)/Profit before tax BRAE AT (B518), & F (83,096) 15,487
Adjustments for: FLA TS IBIEL % :
Allowance for provision of inventories PR T ERE 849 252
Amortisation of deferred income IEREY A 5H (226) (168)
Amortisation of prepaid lease payments TE{ T E SR IE S IE 3,768 4,892
Depreciation of property, plant and equipment W BENREEINE 34,453 23,695
Dividend income R EA (234) (306)
Fair value gain on investment properties WEMFEN QT ER = (14,874) (252)
Fair value loss on held-for-trading HIEEBERENATE
investments E1E 466 98
Finance costs BRE A A 28,322 23,746
Loss/(gain) on deregistration of subsidiaries BYOH = fif B /88 2 &1 80
&8, (as) - (4,787)
Fair value loss/(gain) on disposal of HERAFEY R EEM
financial assets at FVTOCI/ 2HBARNEIER R
available-for-sale financial assets BE/MEHESRHEE
WA ERE (W) 218 (1,223)
Gain on disposal of property, HEWE - BE REED
plant and equipment Wiz (10,850) (41,100)
Gain on disposal of prepaid lease payment HE BN R EREA RS (1,723) (42,019)
Gain on disposal of non-current asset HENBARKIELERN
classified as held for sale FERBEERNWE (8,463) (7,604)
Gain on disposal of investment properties HEREMER M (11,509) -
Loss on disposal of associates ek N = 0] 7E = - 630
Gain on disposal of a subsidiary & —fEMT B AR MK (3,635) -
Government grants RIF B & (3,143) (451)
Impairment loss recognised in respect of property, MYE - BERREER
plant and equipment BIRE 18 - 5010
Impairment loss recognised in respect of FENE Z BRI H
trade and other receivables JE W R IE T SR B R (B S 18 3,063 251
Interest income FEWA (7,906) (708)
Share of results of associates i Eg NGO 1,776 77
Waiver of other payables FA % EL M PR FRIE - (704)
Written off of an intangible assets WiE—EHELEE 370 -
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Consolidated Statement of Cash Flows

FEaBeRER

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

Seventeen
months ended Year ended
31 December 31 July
2019 2018
BE-2—h& &&E2—_F \F
+=A=+—H +A=+—8H
t++EA IEFE
HK$’000 HK$'000
FET T
Operating cash flows before movements ZEEREHAN
in working capital KEREME (72,374) (25,184)
Decrease/(increase) in inventories FERL3Em 13,821 (11,582)
Decrease in trade FEWE 5 BR A R HAth
and other receivables FEWFRIB R (21,994) 34,545
Increase/(decrease) in trade FEN B SRR R H A
and other payables FEATFRIBIG A0, (R ) 28,341 (43,103)
Cash used in operations RAREEESHHRE (52,206) (45,324)
PRC Profits Tax paid B EFEH (6,837) =
NET CASH USED IN OPERATING ACTIVITIES ARKREETDHNHRSFEE (59,043) (45,324)
INVESTING ACTIVITIES REES
Proceeds from disposal of property, plant and HEWE  BENMEZEN
equipment and prepaid lease payment TR ERIER TS RIE 23,907 145,396
Redemption from held-to-maturity investments fEREE 2 EIERE - 739
Proceeds from disposal of non-current HESEAFIELED
asset classified as held-for-sale IEMEBNEEMFTSRIE 38,739 16,528
Proceeds from disposal of financial assets HERAFEYRLEEM
at FVTOCI/available-for-sale financial assets 2EBRARNRIEN R
BE/MHEESHEEN
18318 3,239 3,710
Proceeds from disposal of investment properties HEREMENEHRIEA 46,620 =
Proceeds from disposal of associates S B A RIS EUR - 2,246
Proceeds from disposal of a subsidiary HE—EHB AR S RIE 3,171 -
Interest received BF 2 977 813
Dividends received from available-for-sale B HE S EEKIN
financial assets ¥ 234 214
Repayment from an associate — A QAR R - 65
Dividends received from held-for-trading B EEERERIHAR S
investments - 15
Being refund of the deposits for acquisition AU EE £ R IR S R R
of land use rights 14,065 =
Purchase of property, plant and equipment BEYE  MENLEE (29,137) (28,899)
Deposits paid for acquisition of land use rights UG B + s {F RHER B RS - (1,028)
Net cash outflow of acquisition of subsidiary WEEMT B A FBIR S m L F5E (10,098) -
Investment in an associate R —HEE = QR HRE (62,022) =
Placement in pledged bank deposits FEAERRITER (1,110) -
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Consolidated Statement of Cash Flows

FEReRER

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

Seventeen
months ended Year ended
31 December 31 July
2019 2018
BE-Z2-N&F [8E2=F \F
+=A=+—H +tA=+—H
L+t @EA IEFE
HK$’000 HK$'000
FET FHTT
NET CASH GENERATED FROM REREFBHH
INVESTING ACTIVITIES RE 28,585 173,799
FINANCING ACTIVITIES RESEE
Repayment of loans from third parties BE=ZFERERK - (26,197)
Interest paid BERFE (29,977) (25,313)
Repayment of raised loans from a related party —ZAEHEFTER - (5,000)
Repayment to advance from a director RE—REBRNBN - (2,143)
Repayment to advance from an associate R E — RS R R R BFURR - (1,324)
New bank borrowings raised MEERITER 33,195 16,000
Capital injection from non-controlling —EIffY B & Rl FEIE AR A = Y
interest of a subsidiary FE - 5161
Cash received from government grants BB R#EER 3,143 451
Repayment of secured bank borrowings BIRMRITETER (68,280) -
NET CASH USED IN FINANCING ACTIVITIES ARBEETHNREFE (61,919) (38,365)
NET (DECREASE) INCREASE IN CASH RERAESEEY
AND CASH EQUIVALENTS (R2) B nFEa8 (92,377) 90,110
CASH AND CASH EQUIVALENTS AT THE H/ SINRERBEEEEY
BEGINNING OF THE PERIOD/YEAR 192,888 105,985
EFFECT OF FOREIGN EXCHANGE RATE CHANGES EXE#EY (5,603) (3,207)
CASH AND CASH EQUIVALENTS AT THE B/ SRNASRASEEY
END OF THE PERIOD/YEAR, represented by MARITRSBRES 27
bank balances and cash 94,908 192,888
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Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

1.

GENERAL AND BASIS OF PREPARATION

General

Ta Yang Group Holdings Limited (the “Company”) was incorporated
in the Cayman Islands with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
Its ultimate holding company is Lyton Maison Limited which is
incorporated in the British Virgin Islands (the “BVI") and its ultimate
controlling party is Ms. Shi Qi, the Chairlady of the Board, the Chief
Executive Officer and an executive Director of the Company. The
addresses of the registered office and principal place of business of
the Company are disclosed in the “Corporate Information” section to
the annual report.

The Company acts as an investment holding company. The principal
activities of the Company and its subsidiaries (collectively referred to
as the “Group”) are principally engaged in manufacturing and sale of
silicone rubber and related products and providing healthcare and
hotel services.

The consolidated financial statements are presented in Hong Kong
dollars (“HKS"). Other than those subsidiaries established in the PRC,
Macau and Indonesia whose functional currencies are Renminbi
("RMB"), Macau Pataca and Indonesian Rupiah respectively, the
functional currency of the Company and its other subsidiaries is HKS.
As the Company is listed in Hong Kong, the directors of the
Company consider that it is appropriate to present the consolidated
financial statements in HKS.

Change of financial year end date

During the current financial period, the reporting period end date of
the Group was changed from 31 July to 31 December as the
directors of the Company determined to bring the annual reporting
period end date of the Group in line with that of the Company’s
principal subsidiaries and the associates incorporated in the People’s
Republic of China ("PRC"). Accordingly, the consolidated financial
statements for the current period cover the seventeen-month period
ended 31 December 2019 (“Period”). The corresponding comparative
amounts shown for the consolidated statement of profit or loss,
consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity, consolidated
statement of cash flows and related notes cover a twelve-month
period from 1 August 2017 to 31 July 2018.

Going concern basis

In preparing the 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 has net current
liabilities of approximately HK$69,357,000 as at 31 December 2019.
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

GENERAL AND BASIS OF PREPARATION (Continued)

Going concern basis (Continued)

The directors of the Company have performed an assessment of the
Group's future liquidity and cash flows, taking into account the
followings:

(i) On 11 May 2020, the Group entered into sales and purchases
agreement for disposal of the entire equity interests in A)F
(BmRREXZERABMR AT (TaYang (Hainan) Health
Industry Development Limited) (“Disposal”) at the
consideration of RMB66,961,600 (equivalent to approximately
HK$73,657,760) in cash. Upon completion of the Disposal, the
Group will receive net proceeds of approximately
HK$71,700,000.

(i) The Group will carry out cost control measurement in
forthcoming years, including but not limited to reduce
discretionary expenses and administrative costs. On the other
hand, the Group will explore new business opportunity so as
to provide a growing and recurring source of income; and

(i)  The Group will source for possible fund raising activities,
including but not limited to placing, right issues or open offer
and issuance of convertible bonds are to be attempted.

In light of the measures and arrangements as described above, the
directors of the Company consider that the Group will have sufficient
working capital to meet their financial obligations as they fall due for
the foreseeable future. Accordingly, the consolidated financial
statements have been prepared on a going concern basis.

Should the Group be unable to continue as a going concern basis,
adjustments would have to be made to restate the values of assets
to their recoverable amounts, to provide for any further liabilities
which might arise and to reclassify non-current assets and liabilities
as current assets and liabilities, respectively. The effects of these
potential adjustments have not been reflected in the consolidated
financial statements.
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Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

2. APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

New and Amendments to HKFRSs that are mandatorily
effective for the current period

The Group has applied the following new and amendments to

HKFRSs issued by the Hong Kong Institute of Certified Public

Accountants (“HKICPA”) for the first time in the current period:

HKFRS 9 Financial Instruments

Revenue from Contracts with Customers and
the related Amendments

Foreign Currency Transactions and Advance
Consideration

HKFRS 15

HK(FRICO)-Int 22

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Classification and Measurement of
Share-based Payment Transactions

Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts

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

Amendments to
HKAS 28

Amendments to Transfers of Investment Property

HKAS 40

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

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

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

2.1

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 superseded HKAS 11 Construction Contracts, HKAS
18 Revenue and related interpretations and it applies to all
revenue arising from contracts with customers, unless those
contracts are in the scope of other standards. The new
standard established a five-step model for determining
whether, how much and when revenue is recognised. The
Group has elected to adopt the modified retrospective
approach for contracts with customers that are not completed
as at the date of initial application (i.e. 1 August 2018) with the
cumulative effect of initially applying HKFRS 15 as an
adjustment to the opening balance of accumulated losses, or
other component of equity, and comparative information was
prepared under HKAS 18 Revenue and HKAS 11 Construction
Contracts and the related interpretations.

The Group recognises revenue from the following major
sources which arise from contracts with customers:

Manufacturing and sale of silicon rubber and related
products

Provision of healthcare and hotel services
Information about the Group'’s performance obligations and

the accounting policies resulting from application of HKFRS 15
are disclosed in notes 9 and 3 respectively.
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Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

2'

92

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

2.1

2. ERWITRENTHEEMBEREE
RI(TERMEREER ] @)

HKFRS 15 Revenue from Contracts with Customers 21 BEBRUBRMELEAE 155K KRB
(Continued) EEEHMWE (&)
Summary of effects arising from initial application of BRERERBMBEREERE 155
HKFRS 15 FREENIERE
The following adjustments were made to the amounts HR=T—N\FN\A—BREREIB
recognised in the consolidated statement of financial position MR RERNSEEEL AT FE - T
at 1 August 2018. Line items that were not affected by the REAEHTENIER RBELNA -
changes have not been included.
Carrying amounts
previously Carrying amounts
reported at under HKFRS 15 at
Note 31July2018  Reclassification 1 August 2018*
R-B-N\E
FATR NA—H
—E-N\F BESBHK
tA-H REEUE155
Bt EHMREE ENNE MR E *
HK$'000 HK$'000 HK$'000
THT THT THT
Current Liabilities nEaE
Trade and bills payables ENE SRR RENEE 33308 33308
Accrued expenses FEEtFE 28314 28314
Other payables Hib 508 9,689 9,689
Other tax payables Hip 58 10,059 10,059
Deposits received Bz e a 8,527 (8527) =
Contract liabilities BHBE 2 8,527 8,527
89,897 - 89,897
* The amounts in this column are before the adjustments from * AR ERRERAEEN GRS

the application of HKFRS 9.
Note a:

As at 1 August 2018, deposits received from customers of
HK$8,527,000 in respect of sales of goods and advance billings to
customers for healthcare and hotel services previously included in
trade and other payables were reclassified to contract liabilities of
HK$8,527,000 included in trade and other payables. Excepts as
described above, the application of HKFRS 15 has no impact on the
Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

BRI RETHEEMEREE
RI(TERMEREER ] @)

APPLICATION OF NEW AND AMENDMENTS TO 2.
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(s)") (Continued)

2.2 HKFRS 9 Financial Instruments 22 BERAUBBREEREIR S/

HKFRS 9 replaces HKAS 39, Financial instruments: recognition
and measurement. It sets out the requirements for recognising
and measuring financial assets, financial liabilities and some
contracts to buy or sell non-financial items.

The Group has applied HKFRS 9 retrospectively to items that
existed at 1 August 2018 in accordance with the transition
requirements. The Group has recognised the cumulative effect
of initial application as an adjustment to the opening equity at
1 August 2018. Therefore, comparative information continues
to be reported under HKAS 39.

The following table summarises the impact of transition to
HKFRS 9 on retained earnings and reserves at 1 August 2018.

TH]

BAREMBHREEAFIRNRELS
FHEAFEH SR T A BRK
FHE o HESIER M ESREE
TRAENLREEFSRERNE T
BRINBTE °

AEEEREBBEREHNR_Z—N
FNA—BEGEMEBEEEYERS
B EREEDNEIR - KEBDH
NP EAN RV ERRREN T
—NENA— B HBHYBRERTIENA
BoElt hREMEEREESS
HERIZE 395R 2 7R -

TREAR-Z-NFNA—HBE
ERBYBHREEMNEIRERER
MR R E

HKS'000
THBIT
Accumulated losses R5TEE
Recognition of additional expected credit losses on:  #Z A N EEMREEINEEZE 18
— Financial assets measured at amortised cost — R EK AT EN SR EE 1,351
Net increase in accumulated losses at 1 August 2018 WHNZZE— N\FE/\ A — By 2:tE1E
EHFEEE 1351
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Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

2. APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(s)") (Continued)

2.2 HKFRS 9 Financial Instruments (Continued)

Further details of the nature and effect of the changes to
previous accounting policies and the transition approach are
set out below:

a. (Classification of financial assets and financial

liabilities

HKFRS 9 categorises financial assets into three principal
classification categories: measured at amortised cost, at
fair value through other comprehensive income
(FVTOCI) and at fair value through profit or loss (FVTPL).
These supersede HKAS 39's categories of loans and
receivables, available-for-sale financial assets, financial
assets at fair value through other comprehensive
income and financial assets measured at FVTPL. The
classification of financial assets under HKFRS 9 is based
on the business model under which the financial asset
is managed and its contractual cash flow characteristics.
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

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

2.2 HKFRS 9 Financial Instruments (Continued)

a. Classification of financial assets and financial
liabilities (Continued)
The following table shows the original measurement
categories for each class of the group’s financial assets
under HKAS 39 and reconciles the carrying amounts of
those financial assets determined in accordance with
HKAS 39 to those determined in accordance with HKFRS

2. ERFHITRENTHEEMEREE
RI(TERMEREER ] @)

22 EBMBHRELEAEIRI A

TEAI|#)
a TRMEERTBMEENIE
(%)

TREIAKEZEHERE
ERBEEA ST ERIE 95N
Rt B8R YBZERES
BERTERIEREETN TR
BEREEERERAMBR

9. HEAEOFEEELEITHE
HKAS 39 HKFRS 9
Carrying amount carrying amount
at31July2018  Redlassification ~ Remeasurement of 1 August 2018
RZ8-N% RZB-N\%
tA=t+-A NB-H
REEEEH REBRNE
EHE39% BEEASR
ERNEEE EEipE] EfiE  ECNEBEAE
HKS'000 HKS'000 HKS'000 HKS'000
TAL T Fam Tin
Financial assets carried at amortised cost REBERIIGNEREE
Cash and cash equivalents ReRBLEEN 192,888 = = 192888
Trade and other receivables EWE SET REAM YR 229859 - (1351) 228508
492,747 - (1351) 4213%
Finandial assets measured at AVTOC] BATESEDEL B2 ARAR
(non-ecydlable) RENENERAE (FuEE)
Equity securities (note () TR (M () = 9219 = 9219
Finandial assets classfied as available-for-sale BERRLIENE 0TI A
under HKAS 39 (note i) TRHESREE (W) 9219 6219 - -
Finandial assets carried at FVTPL BATESIEUABRREER
SREE
Trading securites (note (i) BB (Mkh) 582 = 3 58
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Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

2. APPLICATION OF NEW AND AMENDMENTS TO 2. ERAHTRETHEBMBREE
HONG KONG FINANCIAL REPORTING RA(TEEMBREEN]) @)
STANDARDS (“HKFRS(s)") (Continued)

2.2 HKFRS 9 Financial Instruments (Continued) 22 BARVMKREEAEIRIEM
TE (&)

a. Classification of financial assets and financial aa SRMEERSRMABENIE
liabilities (Continued) (%)
Notes: BisE

(i) Under HKAS 39, equity securities not held for trading 0) REBEEBGFTERIFE 395 -

were classified as available-for-sale financial assets. IFHEEBEZRAESRTI D

These equity securities are classified as at FVTPL under BRAELESREE - %

HKFRS 9, unless they are eligible for and designated at EMRAFEHIZBEBHIER

FVTOCI by the Group. At 1 August 2018, the Group ERAEIR DB RIEATF

designated its investment at FVTOC, as the investment BRI SR NEIE - H

is held for medium or long-term strategic purposes. AERRERAEBETE AR

AFEFIEDEH b2 E
AR BB 5o =T
—A\FNA—B KRB
R B A FEFEY
EEM2ERANEE Ty
R B R RER B R

KRR -
(i)  Trading securities were classified as financial assets at (ii) BEBFDIRBEAGE
FVTPL under HKAS 39. These assets continue to be RIS 395 » 48 Bk A AT
measured at FVTPL under HKFRS 9. BRI B s AR IR & Rt &

E - %EEERBEBMH
HREERFOREBIZ AT
1851 B 3 75 48 25 P Ba 2 7T

2

The measurement categories for all financial liabilities FrE<mBENT 2 EMER
remain the same. The carrying amounts for all financial o RZTE—NENA—
liabilities at 1 August 2018 have not been impacted by H BB ENRAMEL
the initial application of HKFRS 9. BXEREREEMBREE

A O E -

The Group did not designate or de-designate any RZZE-—NENA—R K&

financial asset or financial liability at FVTPL at 1 August B I g E sk BUE I EE A2

2018. MEEXE @A BRI TET
BRIIE B MR IR ©
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APPLICATION OF NEW AND AMENDMENTS TO 2. ERFITRETNEEMEREE
HONG KONG FINANCIAL REPORTING A([HFHEMBEREEN ] 2
STANDARDS (“HKFRS(s)") (Continued)

22 EBMBHRELEAEIRI A
THR|#

2.2 HKFRS 9 Financial Instruments (Continued)

Credit losses

HKFRS 9 replaces the “incurred loss” model in HKAS 39
with the “expected credit loss” (ECL) model. The ECL
model requires an ongoing measurement of credit risk
associated with a financial asset and therefore
recognises ECLs earlier than under the “incurred loss”
accounting model in HKAS 39.

The Group applies the new ECL model to the following

b.

FEER
EFRPBMEERE A [T8
HEEBR] (FHREEER)
BARKEE SR F 395
WM IEELER] BN - BHE
EEREABRFAETELS
REEAHENEERR Bt
EREBGERIFRHNE
EEBE] g RAE R #R
BHEEEE -

AREBEEATIAR ERAHATE

items: HEEBEER
— financial assets measured at amortised cost — REBHKNATENDRE
(including cash and cash equivalents, and trade EEREReNASSE

and other receivables); and

—  lease receivables.

The following table reconciles the closing loss allowance
determined in accordance with HKAS 39 as at 31 July
2018 with the opening loss allowance determined in
accordance with HKFRS 9 as at 1 August 2018.

BN EWE Z IR
REAEEFIR) + R

—  [EWHEENE-

TERER=_F-NFLA
=t+—BREFEGAEAF
MEENHRBRREFBER
—E-N\FNA-BREERE
BTG ¥R 5 2RI 5 95k 8 T A0 1

VBB BB ITER o
HK$'000
FAT
Loss allowance at 31 July 2018 under HKAS 39 RZE—NFELA=T—HRESRE
SR ERIFE 0RE T E IR 976
Additional credit loss recognised RZZE—N\FNA—BHRATIEE
at 1 August 2018 on: ERNEIMEEEE
— Trade receivables — EE SRR 1,351
Loss allowance at 1 August 2018 under HKFRS 9 R=—Z— N\F N\ A —HIRBEEFBHE
2RI O SREE TE MY ES IR R 2327
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2. APPLICATION OF NEW AND AMENDMENTS TO 2. ERAFITRETNEEMEREE
HONG KONG FINANCIAL REPORTING A([HFEMBEREEN ] 2
STANDARDS (“HKFRS(s)") (Continued)

2.2 HKFRS 9 Financial Instruments (Continued) 22 BEPHKBREERFIE & H
TEI#)
c. Transition c. BE

Changes in accounting policies resulting from the
adoption of HKFRS 9 have been applied retrospectively,
except as described below:

— Information relating to comparative periods has
not been restated. Differences in the carrying
amounts of financial assets resulting from the
adoption of HKFRS 9 are recognised in retained
earnings and reserves as at 1 August 2018.
Accordingly, the information presented for period
ended 31 July 2018 continues to be reported
under HKAS 39 and thus may not be comparable
with the current period.

—  The following assessments have been made on
the basis of the facts and circumstances that
existed at 1 August 2018 (the date of initial
application of HKFRS 9 by the Group):

—  the determination of the business model
within which a financial asset is held; and

—  the designation of certain investments in
equity instruments not held for trading to
be classified as at FVTOCI (non-recycling).

— If, at the date of initial application, the assessment
of whether there has been a significant increase
in credit risk since initial recognition would have
involved undue cost or effort, a lifetime ECL has
been recognised for that financial instrument.

98 TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

RNB BV R EERF R
BN ST RREHEHEN
FER - METHIFra & BRSO

— FBLEBHRNERR
REY - XNBEHH
RELENFESRELENT
MEEREEEZREN -
Z-NFNA-BHR
BRMNEFRER B
- BE_T-N\F+t
A=+—BI-#HHEZ£7
MERNEEREELSS
FTHERIE395E 25k - I
B M AT BE A~ A B2 7K HA
HVERHELLE

— NUTHERER-F
—N\FENA—R(EEE
BERERTAMBRE
EAFRER) FEMN
FERBERAMEDL :

— WERBLREE
MEBIRA - &

—  EEAETRALIER
EEERRET AN
REDRRIBRF
BYIRRLEE M2
[E N A E
mEe) -

—  WRERERABRET
HIEERR QTR
AR B KiE LS R
THENKALNE
AERZ R T A EME
FEHNAEERE -



Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

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

New and amendments to HKFRSs in issue but not yet

effective

The Group has not early applied the following new and amendments
to HKFRSs that have been issued but are not yet effective:

HKFRS 16

HKFRS 17

HK(IFRIO)-Int 23

Amendments to HKFRS 9

Amendments to
HKFRS 10 and HKAS 28

Amendments to
HKAS 19

Amendments to
HKAS 28

Amendments to
HKFRSs

Amendments to HKFRS 3

Amendments to
HKAS 1 and HKAS 8

Amendments to
HKFRS 9, HKAS 39
and HKFRS 7

Leases'
Insurance Contracts?

Uncertainty over Income Tax
Treatments'

Prepayment Features with Negative
Compensation’

Sale or Contribution of Assets between
an Investor and its Associate
or Joint Venture®

Plan Amendment, Curtailment or
Settlement!

Long-term Interests in Associates and
Joint Ventures'

Annual Improvements to HKFRSs
2015-2017 Cycle'

Definition of a Business*

Definition of Material®

Interest Rate Benchmark Reform?®

L Effective for annual periods beginning on or after 1 January 2019.

2 Effective for annual periods beginning on or after 1 January 2021.

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

¥ Effective for business combinations and asset acquisitions for which

the acquisition date is on or after the beginning of the first annual
period beginning on or after 1 January 2020.

N Effective for annual periods beginning on or after 1 January 2020.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(s)") (Continued)

New and amendments to HKFRSs in issue but not yet
effective (Continued)

Except for the new and amendments to HKFRSs mentioned below,
the directors of the Company anticipate that the application of all
other new and amendments to HKFRSs will have no material impact
on the consolidated financial statements in the foreseeable future.

HKFRS 16 Leases

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

HKFRS 16 distinguishes lease and service contracts on the basis of
whether an identified asset is controlled by a customer. In addition,
HKFRS 16 requires sales and leaseback transactions to be determined
based on the requirements of HKFRS 15 as to whether the transfer of
the relevant asset should be accounted as a sale. HKFRS 16 also
includes requirements relating to subleases and lease modifications.

Distinctions of operating leases and finance leases are removed for
lessee accounting, and is replaced by a model where a right-of-use
asset and a corresponding liability have to be recognised for all
leases by lessees, except for short-term leases and leases of low value
assets.

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

New and amendments to HKFRSs in issue but not yet
effective (Continued)

HKFRS 16 Leases (Continued)

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

Other than certain requirements which are also applicable to lessor,
HKFRS 16 substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require a lessor to classify
a lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 December 2019, the Group has non-cancellable operating
lease commitments of approximately HK$1,433,000 as disclosed in
note 43. A preliminary assessment indicates that these arrangements
will meet the definition of a lease. Upon application of HKFRS 16, the
Group will recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they qualify for low value
or short-term leases.

In addition, the Group currently considers refundable rental deposits
paid of approximately HKS$1,560,000 and refundable rental deposits
received of approximately HK$664,000 as rights and obligations
under leases to which HKAS 17 applies. Based on the definition of
lease payments under HKFRS 16, such deposits are not payments
relating to the right to use the underlying assets, accordingly, the
carrying amounts of such deposits may be adjusted to amortised
cost. Adjustments to refundable rental deposits paid would be
considered as additional lease payments and included in the
carrying amount of right-of-use assets. Adjustments to refundable
rental deposits received would be considered as advance lease
payments.
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APPLICATION OF NEW AND AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(s)") (Continued)

New and amendments to HKFRSs in issue but not yet
effective (Continued)

HKFRS 16 Leases (Continued)

The application of new requirements may result in changes in
measurement, presentation and disclosure as indicated above. The
Group intends to elect the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17
and HK(IFRIC)-Int 4 Determining whether an Arrangement contains a
Lease and not apply this standard to contracts that were not
previously identified as containing a lease applying HKAS 17 and
HK(IFRIC)-Int 4. Therefore, the Group will not reassess whether the
contracts are, or contain a lease which already existed prior to the
date of initial application. Furthermore, the Group intends to elect
the modified retrospective approach for the application of HKFRS 16
as lessee and will recognise the cumulative effect of initial
application to opening retained profits without restating
comparative information.

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared on the
historical cost basis except for certain investment properties and
financial instruments that are measured at fair values at the end of
each reporting period, as explained in the accounting policies set
out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

For financial instruments and investment properties which are
transacted at fair value and a valuation technique that unobservable
inputs is to be used to measure fair value in subsequent periods, the
valuation technique is calibrated so that at initial recognition the
results of the valuation technique equals the transaction price.

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

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

Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,

either directly or indirectly; and

Level 3 inputs are unobservable inputs for the asset or liability.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

The principal accounting policies are set out below.

Basis of consolidation

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

has power over the investee;

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

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

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more of
the three elements of control listed above.

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

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

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

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

Non-controlling interests in subsidiaries are presented separately
from the Group’s equity therein, which represent present ownership
interests entitling their holders to a proportionate share of net assets
of the relevant subsidiaries upon liquidation.

Investments in subsidiaries

Investments in subsidiaries are stated on the statement of financial
position of the Company at cost less accumulated impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combinations

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

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

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

liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to replace
share based payment arrangements of the acquiree are
measured in accordance with HKFRS 2 Share-based Payment
at the acquisition date; and

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

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

Non-controlling interests that are presenting ownership interests
and entitling their holders to a proportionate share of the entity’s net
assets in the event of liquidation may be initially measured either at
fair value or at the non-controlling interests’ proportionate share of
the recognised amounts of the acquiree’s identifiable net assets. The
choice of measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling interests are
measured at their fair value or, when applicable, on the basis
specified in another HKFRS.

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

Business combinations (Continued)

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement period
adjustments depends on how the contingent consideration is
classified. Contingent consideration that is classified as equity is not
remeasured at subsequent reporting periods and its subsequent
settlement is accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured at subsequent
reporting periods in accordance with HKFRS 9 Financial Instruments,
or HKAS 37 Provisions, Contingent Liabilities and Contingent Assets,
as appropriate, with the corresponding gain or loss being recognised
in profit or loss.

If the initial accounting for a business combination is incomplete by
the end of the reporting period in which the combination occurs,
the Group reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted
during the measurement period, and additional assets or liabilities
are recognised, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known,
would have affected the amounts recognised at that date.

Goodwill

Goodwill arising on a business combination is carried at cost less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwiill is allocated to each
of the Group's cash generating unit (“CGU") (or groups of CGUs) that
is expected to benefit from the synergies of the combination.

A CGU to which goodwill has been allocated is tested for impairment
annually or more frequently when there is indication that the unit
may be impaired. For goodwill arising on an acquisition in a
reporting period, the CGU to which goodwill has been allocated is
tested for impairment before the end of that reporting period. If the
recoverable amount of the CGU is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of
any goodwill allocated to the unit and then to the other assets of the
unit on a pro-rata basis based on the carrying amount of each asset
in the unit. Any impairment loss for goodwill is recognised directly in
profit or loss. An impairment loss recognised for goodwill is not
reversed in subsequent periods.

Investments in associates

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

The results and assets and liabilities of associates are incorporated in
these consolidated financial statements using the equity method of
accounting,
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in associates (Continued)

Under the equity method, an investment in associates is initially
recognised in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of the associates.
Changes in net assets of the associates other than profit or loss and
other comprehensive income are not accounted for unless such
changes resulted in changes in ownership interest held by the
Group. When the Group's share of losses of an associate exceeds the
Group's interest in that associate (which includes any long-term
interests that, in substance, form part of the Group’s net investment
in the associate), the Group discontinues recognising its share of
further losses. Additional losses are recognised only to the extent
that the Group has incurred legal or constructive obligations or
made payments on behalf of the associate.

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

The Group assesses whether there is an objective evidence that the
interest in an associate may be impaired. When any objective
evidence exists, the entire carrying amount of the investment is
tested for impairment in accordance with HKAS 36 as a single asset
by comparing its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount.

Any impairment loss recognised forms part of the carrying amount
of the investment. Any reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

When the Group ceases to have significant influence over an
associate, it is accounted for as a disposal of the entire interest in the
investee with a resulting gain or loss being recognised in profit or
loss. In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to that
associate on the same basis as would be required if that associate
had directly disposed of the related assets or liabilities. Therefore, if a
gain or loss previously recognised in other comprehensive income
by that associate would be reclassified to profit or loss on the
disposal of the related assets or liabilities, the Group reclassifies the
gain or loss from equity to profit or loss (as a reclassification
adjustment) upon disposal of the relevant associate.

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

Investments in associates (Continued)

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

Revenue from contracts with customers (upon application
of HKFRS 15 in accordance with transitions in note 2)

Under HKFRS 15, the Group recognises revenue when (or as) a
performance obligation is satisfied, i.e. when “control” of the goods
or services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or a bundle
of goods or services) that is distinct or a series of distinct goods or
services that are substantially the same.

Control is transferred over time and revenue is recognised over time
by reference to the progress towards complete satisfaction of the
relevant performance obligation if one of the following criteria is
met:

the customer simultaneously receives and consumes the
benefits provided by the Group’s performance as the Group
performs;

the Group's performance creates and enhances an asset that
the customer controls as the Group performs; or

the Group's performance does not create an asset with an
alternative use to the Group and the Group has an enforceable
right to payment for performance completed to date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct good or service.

A contract liability represents the Group's obligation to transfer
goods or services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the
customer.

A contract liability relating to the same contract are accounted for
and presented on a net basis.

Over time revenue recognition: measurement of progress
towards complete satisfaction of a performance obligation

Output method

The progress towards complete satisfaction of a performance
obligation is measured based on output method, which is to
recognise revenue on the basis of direct measurements of the value
of the goods or services transferred to the customer to date relative
to the remaining goods or services promised under the contract,
that best depict the Group's performance in transferring control of
goods or services.
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Notes to the Consolidated Financial Statements

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #ZE—F

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Variable consideration

For contracts that contain variable consideration (to specify), the
Group estimates the amount of consideration to which it will be
entitled using either (a) the expected value method or (b) the most
likely amount, depending on which method better predicts the
amount of consideration to which the Group will be entitled.

The estimated amount of variable consideration is included in the
transaction price only to the extent that it is highly probable that
such an inclusion will not result in a significant revenue reversal in
the future when the uncertainty associated with the variable
consideration is subsequently resolved.

At the end of each reporting period, the Group updates the
estimated transaction price (including updating its assessment of
whether an estimate of variable consideration is constrained) to
represent faithfully the circumstances present at the end of the
reporting period and the changes in circumstances during the
reporting period.

Costs to fulfil a contract

The Group incurs costs to fulfil a contract in its construction
contracts. The Group first assesses whether these costs qualify for
recognition as an asset in terms of other relevant Standards, failing
which it recognises an asset for these costs only if they meet all of
the following criteria:

(@)  the costs relate directly to a contract or to an anticipated
contract that the Group can specifically identify;

(b)  the costs generate or enhance resources of the Group that will
be used in satisfying (or in continuing to satisfy) performance
obligations in the future; and

(c)  the costs are expected to be recovered.

The asset so recognised is subsequently amortised to profit or loss
on a systematic basis that is consistent with the transfer to the
customer of the goods or services to which the assets relate. The
asset is subject to impairment review.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (prior to 1 August 2018)

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

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

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

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

the amount of revenue can be measured reliably;

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

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

Service income is recognised when services are provided.

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

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

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #ZE—F

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

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

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

The Group as lessee

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

Leasehold land and buildings

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

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

Foreign currencies

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

Foreign currencies (Continued)

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

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

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

Borrowing costs

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

Government grants

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

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

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

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Retirement benefit costs

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

Short-term and other long-term employee benefits

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

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

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

Taxation

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

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

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

Taxation (Continued)

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

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

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

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

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

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.

Current and deferred tax is recognised in profit or loss except when
they relate to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and deferred
tax are also recognised in other comprehensive income or directly in
equity respectively.
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Notes to the Consolidated Financial Statements
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment

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

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

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

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

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

Investment properties

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

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

Investment properties (Continued)

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

Non-current assets held for sale

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

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

Intangible assets

Intangible assets acquired separately

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

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

Research and development expenditure

Expenditure on research activities is recognised as an expense in the
period in which it is incurred.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

3.

EEFHBER®)
REWME (&)

BREMERHERHREDNEXKAEAR
TEHA T REIE 1B 5 BUS AR SR AR T ) 2 B 4%
IEFERR o #% I FETR M) 3 A EE AR BN AE AT R
FEIE (REEMSRIRFHEERRAEER
EEHZ R E) R I ERZIANE 2 B
FEET ABZRAF ©

FEHEZFRBERE

WERBDEEZREEREIEEBEER
SMERBECATMKE  ZEESHER
FEHE - 20 REREEATREMA
BHE UEXHEEEZ —RREFH
RAEEREENREBRSARE - TRE
BAHHEFEHARE  MHERHRTN
SHRBHER - FATAERARD EAE
EZEMR -

SEARELE 2 FRBEEDRLBE
2 EEERA TR &R ARE 2 8B{E
EiHE

BEE
EBBANETLEE

ERBALCRAFHEROELEEAK
A8 Rt 3E AR R REDRE R BEEHE
EREHERNOETEENBFENE GG
AERFHABRLRER - At ERF
HIR T 2N S MEHRETR - £
CICREEIEZ 27e N ¥l l YN

EREBAZAERAUEAFHZEVEE
BAREAER RTREBRIR(RT
XEBEWEENRETREENREBRZ
SRR

AN

MEESRAS N EEENARER SH
% o



3l

Notes to the Consolidated Financial Statements
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Land use rights

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

Inventories

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

Cash and cash equivalents

Bank balances and cash in the consolidated statement of financial
position comprise cash at banks and on hand and short-term
deposits with a maturity of three months or less.

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

Financial instruments

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

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the
instrument. 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 market place.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets and financial liabilities are initially measured at fair
value except for trade receivables arising from contracts with
customers which are initially measured in accordance with HKFRS 15
since 1 August 2018. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial liabilities
(other than financial assets or financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

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

Financial assets

Classification and subsequent measurement of financial assets (upon
application of HKFRS 9 in accordance with transitions in note 2)
Financial assets that meet the following conditions are subsequently
measured at amortised cost:

the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

the contractual terms give rise on specified dates to cash flows
that are solely payments of principal and interest on the
principal amount outstanding.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets (upon
application of HKFRS 9 in accordance with transitions in note 2)
(Continued)

Financial assets that meet the following conditions are subsequently
measured at FVTOCI:

the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash flows
and selling; and

the contractual terms give rise on specified dates to cash flows
that are solely payments of principal and interest on the
principal amount outstanding.

All other financial assets are subsequently measured at FVTPL, except
that at the date of initial application/initial recognition of a financial
asset the Group may irrevocably elect to present subsequent
changes in fair value of an equity investment in OCl if that equity
investment is neither held for trading nor contingent consideration
recognised by an acquirer in a business combination to which HKFRS
3 Business Combinations applies.

A financial asset is classified as held for trading if:

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

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

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

In addition, the Group may irrevocably designate a financial asset
that are required to be measured at the amortised cost or FVTOCI as
measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets (upon
application of HKFRS 9 in accordance with transitions in note 2)
(Continued)

(i)

(ii)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying the
effective interest rate to the gross carrying amount of a
financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on the
credit impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income is
recognised by applying the effective interest rate to the gross
carrying amount of the financial asset from the beginning of
the reporting period following the determination that the
asset is no longer credit impaired.

Financial assets at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL. Financial assets at FVTPL are
measured at fair value at the end of each reporting period,
with any fair value gains or losses recognised in profit or loss
The net gain or loss recognised in profit or loss excludes any
dividend or interest earned on the financial asset and is
included in the “other operating income” line item.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with
transitions in accordance with note 2)

The Group recognises a loss allowance for ECL on financial assets
which are subject to impairment under HKFRS 9 (including trade and
other receivables. The amount of ECL is updated at each reporting
date to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument. In
contrast, 12-month ECL (“12m ECL") represents the portion of
lifetime ECL that is expected to result from default events that are
possible within 12 months after the reporting date. Assessment are
done 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 conditions at the
reporting date as well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade receivables. The
ECL on these assets are assessed individually for debtors with
significant balances and/or collectively using a provision matrix with
appropriate groupings.

For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant increase
in credit risk since initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should be recognised is
based on significant increases in the likelihood or risk of a default
occurring since initial recognition.

() Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of a
default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the
financial instrument as 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. EEEHBE®
Financial instruments (Continued) @I A (&)
Financial assets (Continued) SRMEE(E)

Impairment of financial assets (upon application HKFRS 9 with

transitions in accordance with note 2) (Continued)
(M) Significant increase in credit risk (Continued)

2 EERE (RIZH 5t 2 6018 K & EE

MBI EERE 950F) ()

@

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

an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal

credit rating;

122

significant deterioration in external market indicators of

credit risk, e.g. a significant increase in the credit spread,

the credit default swap prices for the debtor;

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;

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 has increased significantly
since initial recognition when contractual payments are more
than 60 days past due, unless the Group has reasonable and

supportable information that demonstrates otherwise.

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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Notes to the Consolidated Financial Statements
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with
transitions in accordance with note 2) (Continued)

(ii)

(iff)

Definition of default

For internal credit risk management, the Group considers an
event of default occurs when 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, the Group considers that default has
occurred when a financial asset is more than 1 year 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
of default 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
borrower;

(b)  abreach of contract, such as a default or past due event;

(0 the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider;

(d) itis becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that financial
asset because of financial difficulties.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with
transitions in accordance with note 2) (Continued)

(iv)

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of recovery,
for example, when the counterparty 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. A write-off constitutes a
derecognition event. Any subsequent recoveries 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.
Estimation of ECL reflects an unbiased and probability-
weighted amount that is determined with the respective risks
of default occurring as the weights.

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with the
contract and the cash flows that the Group expects to receive,
discounted at the effective interest rate determined at initial
recognition.
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with
transitions in accordance with note 2) (Continued)

v)

Measurement and recognition of ECL (Continued)

Where ECL is measured on a collective basis or cater for cases
where evidence at the individual instrument level may not yet
be available, the financial instruments are grouped on the
please specify basis:

Nature of financial instruments (i.e. the Group's trade
and other receivables, finance lease receivables and
amounts due from customers are each assessed as a
separate group. Loans to related parties are assessed for
expected credit losses on an individual basis);

Past-due status;

Nature, size and industry of debtors; and

External credit ratings where available.

The grouping is regularly reviewed by management to ensure
the constituents of each group continue to share similar credit
risk characteristics.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is credit
impaired, in which case interest income is calculated based on
amortised cost of the financial asset.

The Group recognises an impairment gain or loss in profit or
loss for all financial instruments by adjusting their carrying
amount, with the exception of trade receivables where the
corresponding adjustment is recognised through a loss
allowance account.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets (before
application of HKFRS 9 on 1 August 2018)

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

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

(i) Financial assets at FVTPL

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

A financial asset is classified as held for trading if:

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

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

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

Financial assets at FVTPL are measured at fair value, with
changes in fair value arising from remeasurement recognised
directly in profit or loss in the period in which they arise. The
net gain or loss recognised in profit or loss excludes any
dividend or interest earned on the financial assets and is
included in the other operating income. Fair value is
determined in the manner described in Note 8.
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets (before
application of HKFRS 9 on T August 2018) (Continued)

(ii)

(iff)

Loans and receivables

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

AFS financial assets

AFS financial assets are non-derivatives that are either
designated as AFS or are not classified as financial assets at
FVTPL, loans and receivables or held-to-maturity investments.

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

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

AFS equity investments that do not have a quoted market
price in an active market and whose fair value cannot be
reliably measured are measured at cost less any identified
impairment losses at the end of each reporting period (see the
accounting policy in respect of impairment loss on financial
assets below).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (before application of HKFRS 9 on 1
August 2018)

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

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

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

significant financial difficulty of the issuer or counterparty; or

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

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

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

For certain categories of financial assets, such as trade and other
receivables that are assessed not to be impaired individually are, in
addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include
the Group's past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the credit
period, observable changes in national or local economic conditions
that correlate with default on receivables.
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #ZE—F

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (before application of HKFRS 9 on 1
August 2018) (Continued)

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

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

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

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

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

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

3.

e MERRMNE

—“NE+ZA=+—HL+EEA

EEFHBR @)

SRMIA#)

SREE(H)
EREENREEE(R=F—/\FA—
B R B & R I 952 A1) ()
SEDBERATENSRMAET S R
BEEESBRAENEEERREMEE
B RBRFIEEROMEARRR L RER
fERMZERER -

B ASIRNEREET S @ MEERE
CHREENFENERRAREREEE

BTG EREARNEERRIBESRER
BEHENEETZE - FAREBEEETERN
TR -

BRIEWE 5 RN REES BB RERE
MRS FTESREENREBEEE
ERERMEENRRETIN - BiEKN

FEEEZHNERANER - MEWE SR
AR A EEWE - RN EERREE -

HZWEBEMEANFOR - RIFFARZER

WAl ESREERERE  ERTNE
2 ERARNERN R BRERE L RE
R ER DB =B -

MIREBERATENEREENS © i
REBRSBENERARBMED - ME
BB R B BRI EERRE LN
EMHER - RIXAEERREBESE
BEEED - EZREERNRERELEE
BMEEENSEARERRERNE#
SHACA o

BFRAHEERSRENHREBETSE
BEEED - NREBRORERNERNLS
FEEM - SEENEMEERATER
W RE EfhFEET RET -

AEEEZEFRAR
—E-NEFR

129



Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

3.

130

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments

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

Financial liabilities

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

Effective interest method

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

Interest expense is recognised on an effective interest basis.

Equity instruments

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

Derecognition

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

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

3.

FESBE®
SRITHE (%)

THAERESRTA
SEEBRTNERERESTATREMR
FIMHNANZHENATUARERE ERE
BTEANEEMOBRTRE EES

TRAE

TRBEBRENE SRS E MR
B RN -EBERRAR - REERE
BE=TT R —2EETEFRARBIERRT
B3 DREREEAERNXAGFEND

BIEPANETE -

RS
ERMFEADFEERAENDBEHEKA
KBRS R % - BEF
KRB A BN A FHERNEE
HiR) - ERERLR (At RARB SR (B
ERERERERENENENHERERR
NEEE  RPUAREMBESI =
VIR RERR A MY R A FE RO I K -

MEFRTHR BRI R R -

R TA

R TEAZARN —HERCHBRERE
BEENEETMRBKRERNTMNEL -
ANRABEITHER TERE WABZIEN

BRERBITRAER
RIERER

REEEEWBBRSRENS LR -
IAEEEREMEENETHAENE
REBfh AR K ERERET 5 —BEE - K
SETERIERTRMEE - WAEEL
EEETERE A ENBARE D AR &
C3f - YHBZHEEREE  IAKE
BREMRE AN REREREED
MR RARRE (S - AR EIRE
BRTREERAENEABORERXE
HAAEEREEREASREE It
EUER Y P S SR RE RS AR E K o



3l

Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Derecognition (Continued)

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

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

Impairment losses on tangible and intangible assets

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

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

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

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or the cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately
in profit or loss.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

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

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

Critical judgements in applying accounting policies

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

Going concern and liquidity

The assessment of the going concern assumptions involves making
judgement by the directors of the Company, at a particular point of
time, about the future outcome of events or conditions which are
inherently uncertain. The directors of the Company consider that the
Group has ability to continue as going concern and the major events
or conditions, which may give rise to business risks, that individually
or collectively may cast significant doubt about the going concern
assumptions are set out in note 1.

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities arising from
investment properties that are measured using the fair value model,
the directors of the Company have reviewed the Group's investment
property portfolios and concluded that the Group’s investment
properties are held under a business model whose objective is to
consume substantially all of the economic benefits embodied in the
investment properties over time, rather than through sale. Therefore,
in measuring the Group's deferred taxation on investment
properties, the directors of the Company have determined that the
presumption of the carrying amounts of investment properties
measured using the fair value model are recovered entirely through
sale is rebutted.
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty

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

Depreciation of property, plant and equipment

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

Impairment of property, plant and equipment and prepaid
lease payments

The impairment loss for property, plant and equipment and prepaid
lease payments was recognised for the amounts by which the
carrying amounts exceed their recoverable amounts, in accordance
with the Group’s accounting policy when impairment indicator is
identified on those assets. The recoverable amounts have been
determined based on value-in-use calculations and fair value less
cost to sell. The value-in-use calculations require the use of estimates
such as the cash flows projections and pre-tax discount rates. In
determining the fair values, an independent professional valuer
assesses the significant unobservable input by reference to market
data and takes into consider certain estimates of market conditions.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty (Continued)

Fair value of investment properties

Investment properties are carried in the consolidated statement of
financial position at their fair values. In determining the fair values, an
independent professional valuer assesses the significant
unobservable input by reference to market data and takes into
consideration certain estimates of market conditions. Favourable or
unfavourable changes to these assumptions would result in changes
in the fair value of the Group’s investment properties and
corresponding adjustments to the amount of loss reported in the
consolidated statement of profit or loss.

Allowance for inventories

The Group makes the allowance for inventories based on
assessments of the net realisable value of inventories. An allowance
is applied to inventories where events or changes in circumstances
indicate that the net realisable value is lower than the costs of
inventories. The identification of obsolete inventories requires the
use of judgement and estimates on the conditions and usefulness of
the inventories. Where the actual outcome in future is different from
the original estimate, such difference will impact the carrying value
of inventories and allowance write-back in the period in which such
estimate has been changed.

Provision of ECL for trade and other receivables

The Group uses provision matrix to calculate ECL for the trade and
other receivables. The provision rates are based on industry forecast
as groupings of various debtors that have similar loss patterns. The
provision matrix is based on the Group's historical default rates
taking into consideration forward-looking information that is
reasonable and supportable available without undue costs or effort.
At every reporting date, the historical observed default rates are
reassessed and changes in the forward-looking information are
considered. In addition, trade receivables with significant balances
and credit impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates. The
information about the ECL and the Group’s trade receivables and
other receivables are disclosed in note 28 respectively.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty (Continued)

Income taxes

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

CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of bank balances and
cash, secured bank borrowings, and equity attributable to owners of
the Company, comprising issued share capital and reserves. The
directors of the Company review the capital structure on a regular
basis. As a part of this review, the directors of the Company consider
the cost of capital and the risks associated with each class of capital.
Based on recommendations of the directors of the Company, the
Group will balance its overall capital structure through the payment
of dividends, new share issue and the issue of new debts.
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FINANCIAL INSTRUMENTS 6. &MIR
Categories of financial instruments SR T EWER
At At
31 December 31 July
2019 2018
R=ZB—-N&E R-ZT—N\&E
+=A=+-8 | £A=T A
HK$'000 HKS'000
FET FH&T
Financial Assets EHMEE
Fair value through profit or loss BAFAESRI B AR IE
Held-for-trading investments REEERE 116 582
Loans and receivables B U IE
(including bank balances and cash) (P FEIRTTA ﬁ%&ﬁi) 377,261 406,958
Financial assets at FVTOCI BAFEYRTEEME2ERARA
RENEMEE 2,648 =
Available-for-sale financial assets A ECRIEE - 9219
Financial Liabilities c@MAasE
At amortised cost b X DN 380,025 392,606
FINANCIAL RISK MANAGEMENT OBJECTIVESAND 7. MERBEEHEEREFK
POLICIES
The Group's major financial instruments include held-to-maturity AEENTZERTABEFREENEKR

investments, financial assets at FVTOCI, trade and other receivables,
held-for-trading investments, bank balances and cash, secured bank
borrowings and trade and other payables (including trade and bills
payables, accrued expenses and other payables). Details of these
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on how
to mitigate these risks are set out below. The management manages
and monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND 7.
POLICIES (Continued)

Currency risk

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

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

MERREEREBRRBIR (&)

a8
1\

=5

AEERERZERRR - AREEARIIRE
KRR ZEE R T AR BRI & IA
SNVERGETTR I E SR - AN R
SFAE S R 3 A E A 2 U R FE Y 2
BE FIFEERE BREZERRE
Y RIE  RITEHERS  BNES
BRI H A e SRIBIA R B R IR IRTT 3R
FEETED TIARREE IR LASD
ME¥HE -

pill

AEBUINEHENEERBBERBRSEH
HIMARE(EN T

Assets Liabilities
EE =17

At At At At
31 December 31 July  31December 31 July
2019 2018 2019 2018
R=Z-NF  RZZ= N\FE RZT-RF  RKRZ= &
+=A=+-8 | £A=t B t=A=+-R | £A=1H
000 '000 ‘000 ‘000
T T Tr T
United States Dollars (“US$") EH(EAD 6,327 12,721 6,658 3,635
Euro (‘EUR") B ([Bt)) 124 5 - -
Japanese Yen (‘JPY") RE(THE]) 228 228 9,133 =
New Taiwan Dollars (‘NTD") A ((#ak]) 27,206 38438 389 133
RMB ARE 13,362 13,241 - -

The Group currently does not have a foreign currency hedging
policy. However, the directors of the Company continuously monitor
the related foreign currency exposure and will consider hedging
significant foreign currency exposure should the need arise.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Currency risk (Continued)

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

The following table details the Group’s sensitivity to a 5% (2018: 5%)
increase and decrease in functional currency of the relevant group
entity (i.e. mainly HKS and RMB) against the relevant foreign
currencies. 5% (2018: 5%) is the sensitivity rate used when reporting
foreign currency risk internally to key management personnel and
represents management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated items and adjusts
their translation at the year end for a 5% (2018: 5%) change in foreign
currency rates. A positive number below indicates an increase in loss
where respective functional currency strengthens 5% (2018: 5%)
against the relevant currency. For a 5% (2018: 5%) weakening of
respective functional currency against the relevant currency, there
would be an equal and opposite impact on the loss for the year and
other equity, and the balances below would be negative.

7.

MIEREEEE R BEw)

BERERE (&)

HREDT
AEBETEAXET BT HE - #6
ERARBHNBNZE

TRFIAEBHEEEEEENEE
E(ENEZABITRARE) XEEINEH
PE & T gl k5o (=2 — J\ 5 : 5%) B UK
B 5% (=T —/)\F :5%) BRRAEEERE
A BE A EP SN [ B T R B BT AR O S50
BEhE TATEEHEXRSEEES)
R - SURE D TEB B AINE EED
KEEHEE  WHERN%(ZF—N\F:
5%) BB HEHERNFRBENSE - T
KW EHEREIENIERA & XM
EEBFE % (ZF—/\F : 5%) FAENe
R o WA e B KB B R E 5% (=
T—)\F : 5%) - AEFEBEREMiER
BRAERMEERMFE - T XH &SRR
BA-

Uss EUR JPY NTD RMB
Ep BT H e ARH
HKS$'000 HKS$'000 HK$'000 HK$'000 HKS'000
FET TFETT TET TET FET

Loss after tax K& E1E
— 2019 — —F—hE 513 57 (31) 353 742
— 2018 — —ZT—\F 15 2 1 504 761

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

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

Interest rate risk

The Group is exposed to cash flow interest rate risk in relation to its
variable-rate deposits with banks and certain secured bank
borrowings and is also exposed to fair value interest rate risk in
relation to its fixed-rate short-term bank deposits and certain bank
borrowings. To mitigate the impact of interest rate fluctuations, the
Group continually assesses and monitors the exposure to interest
rate risk.

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

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to interest rates for non-derivative instruments at the end
of the reporting period. The analysis is prepared assuming the
financial instruments outstanding at the end of the reporting period
were outstanding for the whole year. A 50 basis point (2018: 50 basis
points) increase or decrease is used when reporting interest rate risk
internally to key management personnel and represents
management’s assessment of the reasonably possible change in
interest rates.

If interest rates have been 50 basis points (2018: 50 basis points)
higher/lower and all other variables were held constant, the Group’s
loss for the year would increase/decrease by approximately
HK$31,000 (2018: HK$87,000).
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Other price risk

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

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

If the prices of the respective equity securities have been 5% (2018:
5%) higher/lower:

— loss for the period ended 31 December 2019 would decrease/
increase by approximately HK$6,000 (2018: HK$29,000) as a
result of the changes in fair values of held-for-trading
investments; and

— investments revaluation reserve would increase/decrease by
approximately HK$132,000 (2018: HK$461,000) as a result of
the changes in fair value of financial assets at FVTOCI.

Credit risk

As at 31 December 2019, the Group’s maximum exposure to credit
risk which will cause a financial loss to the Group due to failure to
discharge an obligation by the counterparties is arising from the
carrying amounts of the respective recognised financial assets as
stated in the consolidated statement of financial position. The Group
does not provide any guarantees that would expose the Group to
credit risk.

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

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ T — NF+_A=+—HIt++@A

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Credit risk (Continued)

The Group's concentration of credit risk by geographical locations is
mainly in the PRC, which accounted for 52% (2018: 33%) of the total
trade and bills receivables as at 31 December 2019.

The Group has concentration of credit risk as 13% (2018: 12%) and
42% (2018: 27%) of the total trade and bills receivables are due from
the Group’s largest customer and the five largest customers
respectively.

For trade receivables, the Group has applied the simplified approach
in HKFRS 9 to measure the loss allowance at lifetime ECL. The Group
determines the expected credit losses on debtors with significant
balances individually and/or by using a provision matrix, grouped
based on shared credit risk characteristics by reference to past
default experience and current past due exposure of the debtor. As
part of the Group's credit risk management, the Group uses debtors’
past due status to assess the impairment for its customers because
these customers consist of a large number of customers with
common risk characteristics that are representative of the customers’
abilities to pay all amounts due in accordance with the contractual
terms. Loss rates from 9.24% to 100% were applied by the Group to
the trade receivable with carrying amount of HK$13,552,000 which
are past due at the reporting period end. The estimated loss rates are
estimated based on historical observed default rates over the
expected life of the debtors and are adjusted for forward-looking
information that is available without undue cost or effort. The
grouping is regularly reviewed by management to ensure relevant
information about specific debtors is updated.

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

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by
the management to finance the Group's operations and mitigate the
effects of fluctuations in cash flows. The management monitors the
utilisation of bank borrowings and ensures compliance with loan
covenants. During the period ended 31 December 2019, the loan
covenants were breached. Details are set out in note 33. The
following table details the Group’s remaining contractual maturity
for its financial liabilities. The table includes both interest and
principal cash flows. To the extent that interest flows are floating
rate, the undiscounted amount is derived from interest rate curve at
the end of the reporting period.
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Notes to the Consolidated Financial Statements
REMBEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—8it++t@A

7. FINANCIAL RISK MANAGEMENT OBJECTIVESAND 7. HMERISETHEEERBE &)
POLICIES (Continued)

Liquidity risk (Continued) RENESRRE (&)

More than More than

Within one year two years
one year but not but not Total
oron  exceeding  morethan  Morethan undiscounted Carrying
demand two years five years S5years  cashflows amount
-FRg -FHE WENUL AERRE

RER BTEEMF BFEBEF  EENL  RELE BEE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TER TR TR TR TR TR

At 31 December 2019 RZZ-NE
+=A=1-8
Non-derivative financial liabilities  JET4LRIBE
Trade and other payables JERE SRRt Ef
=0 100,345 - - - 100,345 100,345
Secured bank borrowings BERRTER 248,703 22,598 30,769 - 302,070 279,680

349,048 22,598 30,769 - 402,415 380,025

At31 July 2018 RZE-N\EtA=1-H
Non-derivative financial iabilities ~ JFTA S RBE
Trade and other payables ERE SRR Rt fEff

HE 70,001 - - - 70,001 70,001
Secured bank borrowings BEBFTER 322,744 - - - 322,744 322,605

392,745 - - - 392,745 392,606

Secured bank borrowings with a repayment on demand clause are RAERERERERNEERBRITETR
included in the "within one year or on demand” time band in the FMEIEBB SR AT —FRAIRER]
above maturity analysis. At 31 December 2019, the carrying amounts MEBBALT - RZFE—-—NLF+=A
of these bank borrowings amounted to approximately =+—H ZERTEXNEEEHOR

HK$279, 680,000 (2018: HK$322,605,000). The directors of the 279,680,000 %8 7T ( = & — J\4F : 322,605, 000
2 I|eve that such bank borrowings will be repaid in BIL) o ARRIESHE ﬁﬁﬁiﬁ‘dﬂ 4
he scheduled repayment dates set out in note 33. IRAR MR 33 P B RO AT BB SR H HfE
pal and interest cash outflows with amount to SERFERE M LA
K$96,602,000 (2018: HK$384,227,000). o JL(ZZ— )\ : 384,227,000/ 7C) °




Notes to the Consolidated Financial Statements

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #ZE—F

FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of held-for-trading investments and listed securities
classified as financial assets at FVTOCI is calculated using quoted
prices.

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

The following table provides an analysis of financial assets that are
measured at fair value at the end of each reporting period for
recurring measurement, grouped into level 1 to 3 based on the
degree to which the fair value is observable in accordance to the
Group's accounting policy.

Fair value as at

31 December Fair value as at

Financial assets 2019 31July 2018
ZZ-hE —E-N\f
+=-A=+-H tA=+-1
SREE HATE HWAYE 2AFEER
Listed equity securities classified as HK$2,648,000 HK$9,219,000  Level 1
financial assets at FVTOCI
in the consolidated statement of
financial position
RirERBHRRR D BRER 2,648,000 77T 921900077 H—E
NHEFIRGEEMEE
WARNEENEREEN
FRARE S
Listed equity securities classified as HK$116,000 HK$582,000 Level 1
held-for-trading investments in
the consolidated statement of
financial position
WERA BB R DR ARHE 116,000 7T 582000787 F—E

BEREBN EWBRAES

There were no transfers between levels of fair value hierarchy during
the Period/year ended 31 December 2019 and 31 July 2018.

Fair value hierarchy

e MERRMNE

—“NE+ZA=+—HL+EEA

eI RHAFHE

FIEEERE MDY BRRAFEIRLAE
HMEHBRANEEN©REEN EHE
FHRFERBETE
ARBPEERR  ARGEPBRRLE
%W$A%M$ﬂé?&iﬂﬁﬁ%%j
REBAIE  HZEeREERERA
ERREERE A FERS
TREARSHERRUREAER AT
B ENEREENT - NIREAEEN
SIHBRRRATEANBREREES RE—
==

Valuation technique(s) and key inputs

REFERTERARE

Quoted bid prices in active markets

EETISMHREANE

Quoted bid prices in active markets

EETSMHREANE

RBE_Z-NAF+_A=t—HR=ZF
—NFLA=+—HLEXBH"FE - 2
FEER 2 EAL B EAEE -

REREZERARLE
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

9l

144

REVENUE AND OTHER INCOME AND GAIN 9.

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

Wor 4 e sy A\ B2 Mt 22

Weste o Wk BB KERER T XK BE
hREFEEERARRERBRRERE
ERBEOREORFE - MBRITMRIHEE

discounts and sales related taxes. FHRATIIE ©
Period ended Year ended
31 December 31 July
2019 2018
BZE BHE
—E-NEF —E-)N\F
+t=ZA=+—-8 | £A=Tt 8
LEEAE EFE
HK$'000 HK$'000
FTHET T
Revenue 25
Sales of goods — point of time HEGEm — NE K2 510,617 362,494
Healthcare and hotel services — overtime BERRREERSE — R —BRREHE 10,339 14,666
520,956 377,160
Other income and gain H AU A Rz
Interest income FEUA
— Loan receivables — ERER 6,929 -
— Bank deposits — RITHEH 977 603
— Held-to-maturity investments —REZIHKRE - 105
Total interest income FMEMWALEEE 7,906 708
Dividend income MREMA 234 306
Net exchange gain b 5 s F 5 - 32
Fair value gain on investment properties BEMENRTFENE 14,874 252
Gain on deregistration of subsidiaries BUH b8 2 Bl Ay Was - 4787
Gain on disposal of subsidiaries HE B A AR e 3,635 -
Gain on disposal of investment properties SR E Y3 A Wes 11,509 -
Net gain on disposal of non-current assets HEDEARELENIERS
classified as held for sale (Note a) BENWSFEE (M ta) 8,463 7,604
Net gain on disposal of property, HEWE  BEMRENKE
plant and equipment (Note g) ERE (Mtata) 10,850 41,100
Net gain on disposal of prepaid lease HE R HEFIER TR
payments (Note a) (Kteta) 1,723 42019
Gain on disposal of AFS financial assets HEHEESmMEEN K - 1,223
Government grants BT B &
— Amortisation of deferred income — FPREI AR S
for the year 226 168
— Government grants (Note b) — BT BE (AfiED) 3,143 451
Net rental income (Note c) MW AT (M) 4,400 7470
Waiver of other payables EA G0 Ho{th JE S FRIE - 704
Sundry income FEIEUA 4,091 4,548
71,054 111,372

TA YANG GROUP HOLDINGS LIMITED

ANNUAL REPORT 2019
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

REVENUE AND OTHER INCOME AND GAIN

(Continued)

Notes:

(@)

The amount represented the disposal of certain properties held by the
Group located in Hong Kong, Macau and the PRC. The net gain on the
disposal of non-current assets classified as held for sale, properties and
prepaid lease payments included the expenses incurred in relation to
the disposal. The outgoings included commission and other taxes
incurred for the disposal of properties.

The amounts represent unconditional grants from government for
subsidising the operations of the subsidiaries in the PRC.

An analysis of the Group's net rental income is as follows:

9. WBRAEMUARIE @)

BaE -

@ AREFERAHEAKRERES  RFR
FRISANE TYE - HEDBEARED
EWNERDEE - WERBNEEFRD
WaFEERABNEELNMAX - X
BREOEMEEENAS REMBA -

b  BREFERBUNRERHENE QR E
ENEGTEDE -

© ASEESKRAFEHITOT

Period ended Year ended
31 December 31 July
2019 2018
BZE HE
—E-hEF —E-N\F
+=—A=+—8H +tA=+—~H
1-EARS IEFE
HK$’000 HKS$'000
FERT FAT
Gross rental income He WA LR 5,172 8,041
Less: Outgoings incurred for investment B R EREAES KA
properties that generated rental BEMER Y RS
income during the period/year (772) (571)
Net rental income He WA FE 4,400 7470
10. FEBEH

10. SEGMENT INFORMATION

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

(a)

(b)

Silicone rubber and related products — manufacturing and
sale of silicone rubber and related products; and

Healthcare and hotel services — providing healthcare and
hotel services.

No operating segment identified by the CODM has been aggregated
in arriving at the reportable segment of the Group.

REZBRTEIELERRE(XTELER
®E ) (ARRZITHRER) WETER
DERERRFENEN (BEINARNEY
SHERHREERE)  REBENAHRE RE
BOEHIMT :

@ WBREMER - HENHEEWRE
MEBEEmR &

BREAREBERY — REBRR
2 KB 5 AR 7

—
O
=

REBRAEEN T HEDAE - WEES
TERERREBRINLEDE o

REREZERARLE
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Notes to the Consolidated Financial Statements
REMBEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

10. SEGMENT INFORMATION (Continued) 10. #EBHFHE &)
Segment revenue and results pan=il Y S E S
The following is an analysis of the Group's revenue and results by AR RAREEIZRARE REEDEEDH
reportable and operating segment. Wz R EBE DT ©
For the period ended 31 December 2019 BE-Z-NF+=-A=+—HLHH
Silicone rubber Healthcare
and related and hotel
products services Total
YBK BRRER
HBEm G B by
HK$’000 HK$’000 HK$’000
TERT THERT FTHET
REVENUE Wz
External sales HAINEE 510,617 10,339 520,956
Segment results DERELE 39,190 (45,712) (6,522)
Unallocated income AOBHA 8,990
Unallocated expenses ROBHAX (85,564)
Loss before tax BE AT (83,096)
For the year ended 31 July 2018 BE-Z—\FtA=+—-HLFE

REVENUE g

External sales HIMEE 362,494 14,666 377,160
Segment results DEREE 34,551 18,828 53,379
Unallocated income AOBUA 1,531
Unallocated expenses KRR (39,423)

Profit before tax MR AT A 15,487
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 B ZE —ZT—AE+_-_A=+—HIt++@A

10. SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

The accounting policies of the operating segments are the same as
the Group's accounting policies described in note 2 of annual report.
Segment results represent profit earned by (loss from) each segment
without allocation of certain other income, directors’” emoluments
and central administrative costs. This is the measure reported to the
CODM for the purposes of resource allocation and performance
assessment.

Segment revenue reported above represents revenue generated
from external customers. There were no inter-segment sales during
the period ended 31 December 2019 and the year ended 31 July
2018.

Segment assets and liabilities

The following is an analysis of the Group's assets and liabilities by
reportable and operating segment:

10. FBEH @)

2R K SR AE ()

FRM 2T L E D BB B AT BUR B
AEESTERMER - DEREREELE
DEETEMKA - EZME RHRITK
RANERT » F BRI (EEH
B8) - LD EMT E BEERRE NETT
BRDBENKRBEFENE -

EXE2HND MBSEIBELEENK
# - RBE_ZT-NF+-_HA=+—HL
HEEHE—Z-N\FLHA=1+—HILF
B EDEEHE ©

DEHEEREE

AT RAEBERAHRERKED HBEDH
BENRBEDSN

Segment assets DEEE
Period ended Year ended
31 December 31 July
2019 2018
S BHE
—E-hF —E-N\F
+t=—A=+—8B | £A=1 H
- HA R IEFE
HK$'000 HK$'000
FER FAT
Silicone rubber and related products YRBEEBEE® 462,184 415,358
Healthcare and hotel services BERE B E RS 335,896 473,963
Total segment assets DEEERE 798,080 889,321
Unallocated corporate assets APDBARIEE 6,283 24,919
Consolidated total assets FaBERE 804,363 914,240

X% KW ERAR AT
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

10. SEGMENT INFORMATION (Continued) 10. SEBEHE (&)
Segment assets and liabilities (Continued) PMEEREE(E)
Segment liabilities pan: =R
Period ended
31 December
2019
BZ
—E-hEF
+=—BA=+—H
1EEARS
HK$’000
FET
Silicone rubber and related products WE RIERE 208,655 150,575
Healthcare and hotel services BRI OB E BRTS 255,180 313,334
Total segment liabilities HE B EETE 463,835 463,909
Unallocated corporate liabilities KA ABIAE 3,608 3,947
Consolidated total liabilities e BEeE 467,443 467,856
For the purposes of monitoring segment performance and allocating MER D PRI RN D I 2 H 5B E R
resources between segments: 5
all assets are allocated to operating segments other than . BRIERRIAEMEE(BIERATE
assets for corporate use including financial assets at FVTOCI, FI) BRI 72 H Aty 2 TE WA B 3 O <
held-for-trading investments, certain furniture, fixtures and BE RHFEERE BETHEM &
equipment, deposits and other receivables and bank balances BREE - e REAEBGRIENA R
and cash; and RITHEBRRIR®) I FIBEEEHD
IR EEDH : &
all liabilities are allocated to operating segments other than . BRARBEBE(REE TETAIRE
corporate liabilities including certain accrued expenses and R FRIB)IN - FREEEH SRR

other payables. RS
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

10. SEGMENT INFORMATION (Continued) 10. SEBEE 2
Hib D &R

BE-Z—NAF+=-A=+—HLHHB

Other segment information

For the period ended 31 December 2019

Silicone
rubber and Healthcare
related and hotel
Unallocated products services Total
VBER BERER
RAE HEER B E R met
HK$'000 HK$’000 HK$'000 HK$'000
THERT TERT TERT TERT
Amountsincludedinthemeasureof 3 A 7 S8¥4&E D 7 SFEE
segmentresults orsegment assets: i1 EHI L4 -
Allowance for inventories FE B - 460 389 849
Additions of non-current assets RNEFRBEE 8,945 17,830 2,362 29,137
Amortisation of prepaid lease TR E R
payments 184 132 3,452 3,768
Depreciation of property, Y~ R REEBITE
plant and equipment 1,668 22,858 9,927 34,453
Fair value gain on investment BEMENDFERE
properties - (14,874) - (14,874)
Gain on disposal of property, HEWE  BER
plant and equipment Byl e (2,528) (8,322) - (10,850)
Gain on disposal of prepaid HEBMHEEFEN
lease payment Wiz - (1,723) - (1,723)
Gain on disposal of non-current HEA AR ELERN
asset classified as held for sale FEMENE B A iz - - (8,463) (8,463)
Impairment loss recognised in AT & IERRERE
respect of: B
— trade receivables —ERE BERX - 2,028 3 2,031
Interest expenses %\J/%F;.ﬁ ﬁ 4 2,935 25,383 28,322
Interest income FBUA (238) (7,118) (550) (7,906)
Share of results of associates JERB AN R EE 1,776 - - 1,776
Written off of intangible assets MHEREE 370 - - 370
Amounts regularly provided to FHRATFEELERRE
the CODM but not included in EFFA S BB # B 5 5
the measure of segment profit BEENEH
or loss or segment assets:
Change in fair value on held-for-  ##EEFRENAFEES
trading investments 466 - - 466
Loss on disposal of financial assets & 1% /A B 51 BRI £ E fth
at FvToc Z2ERANEENEH
BENER 218 - - 218
KESEZRBRBRAFE 149

—E-NFER
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

10. SEGMENT INFORMATION (Continued)

Other segment information (Continued)

For the year ended 31 July 2018

Amounts included in the measure of
segment results or segment assets:

Allowance for inventories

Additions of non-current assets

Amortisation of prepaid lease
payments

Depreciation of property,
plant and equipment

Fair value gain on investment
properties

Gain on disposal of property,
plant and equipment

Gain on disposal of prepaid
lease payment

Gain on disposal of non-current
asset classified as held for sale

Impairment loss recognised in
respect of:
— trade receivables
— property, plant and equipment

Interest expenses

Interest income

Share of results of associates

Amounts regularly provided to
the CODM but not included in
the measure of segment profit
orloss or segment assets:

Fair value loss on held-for-trading
investments

Gain on disposal of AFS financial
assets

HADBEMN D PEE
HENSH

FERE
REFRDEE
BNEE AR

ME - BERREBITE
REMEFN AV ERER

HENE  BEX
B 6
HERMNBETIEN
Yozk
HEDBRFBIELEN
FRBEER WS
AT BIRERHRE
B
— KB SRR
— 9% BERK
FIEBRX
FIEBWA
iaE NI S

EHRHTIELERRE

1B 75t A7 Bp1R 28 545
BETBHEH

BEEERENATESR

HEAHHESREEN RS

10. SEBEE (2
HithaEpE R (&)
BE-Z—-\EtA=1+—HLEE

Unallocated

RABL
HK$'000
TET

28

49

98

(1,223)

Silicone
rubber and
related
products
BB X
PR m
HK$'000
THAT

185
19,721

237

(252)

(10,913)

251

1,485
(585)
77

Healthcare
and hotel
services
BERERER
B JE AR
HK$'000
FHT

4,655

9,538

(30,187)
(42,019)

(7,604)

Total
BET

HK$'000
TET

252
29,931

4,892
23,695
(252)
(41,100)
(42,019)
(7,604)
251
5010
23,746

(708)
77

98

(1,223)

TA YANG GROUP HOLDINGS LIMITED
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

10. SEGMENT INFORMATION (Continued)

10. FBEH @)

Revenue from major products and services

The following is an analysis of the Group's revenue from sales of its
major products and provision of services to external customers:

Consumer electronic devices

peripheral products
Keypads for computers and notebooks
Lifestyle products
Mobile phone peripheral products
Automotive peripheral products
Chemical products
Other products
Provision of healthcare and hotel services

HEETRKERBESD

B M ELBBRIZR
HREm

FHREASER
REEBER

LREmR

HAE i

R B B R 2 OB R IRTS

FEEMRBRBWE
AEEMIBEFEHEREFEER RRHE
BRIEFRTSRAM = D ATAA T
Period ended
31 December
2019
BE
—E-NEF
+=ZHA=+—H
1EHA R
HK$’000
FHET
408,212 205,707
44,026 47,056
26,548 24,093
5,572 15,502
15,399 26,004
- 8,265
10,849 35,867
10,350 14,666

520,956 377,160
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

10. SEGMENT INFORMATION (Continued)

Geographical information

The Group's operations are principally located in the PRC and Hong
Kong.

Information about the Group's revenue from external customers
based on the location of the customers and information about its
non-current assets by geographical location of the assets are
detailed below:

10. oEBEE )
& &
AEBNEEFTZURPREEEE -

AEBREFIEME D 2 RAINDBEP
MRS E N RIREERERE D Z IR
BEEMFEIIDT

Period ended As at

31 December 31 December

2019 2019

8=

—E-NF i

+=-A=+—H —E-1F

1 HARS +=-A=+-AH

HK$'000 HK$’000

FER FER
The PRC (excluding Hong Kong) RE (FEBRIN) 233,606 166,984 350,142 369,105
Hong Kong B 95,947 87,498 5,535 7420
Other Asian countries Hp T B R 69,391 14,938 - 14,071
America E 99,820 87,907 - =
Europe BOM 22,192 19,833 - -
520,956 377,160 355,677 390,596

Non-current assets exclude financial assets at FVTOCI, interests in
associates and goodwill.

Information about major customers

Revenue from customers contributing over 10% of the total sales of
the Group in both periods are as follows:

BEFHR
BEFEL
EFPRA

Customer A
Customer B
Customer C

FRBEELTEERAFEIIRLER
MERRARNGRENEREE REZER
AlA S R E o

FREFEHR

RMEMNE REGEASEHEARR
10% K9 P EV R EHI AT -

Period ended
31 December
2019

BE
—E-NEF
t=A=+-8
1EHARS

HK$’000

FET

71,071
54,707
N/A 3B A

N/A R 2
46,645
46,245’

ed from the sale of consumer electronic devices
ducts and automotive peripheral products.

HEBDRAHEHES
KRB ERER °
AR B UK R B R I SR R S A R B M

3



Notes to the Consolidated Financial Statements
e BEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

11. OTHER OPERATING EXPENSES 11. RS
Period ended
31 December
2019
BZE
—E-NF
+t=A=+—~H
1 FARE
HK$’000
FHET
Exchange losses I 5 E518 541 -
Fair value loss on held-for-trading investments #5/EE E1% &8 A FEEGE 466 98
Impairment losses recognised in respect of BRI - BiE & R EHERH)
property, plant and equipment REEE - 5010
Loss on disposal of associates B A A R8BSR - 630
Written off of intangible assets MEHmA & E 370 -
Loss on disposal of financial assets at FVTOCl &R A FEFI BRI EE M EE
WARRIZH © /& ENER 218 -
Others Hh 772 -
2,367 5,738
12. FINANCE COSTS 12. ERF
Period ended
31 December
2019
BZE
—E-hEF
+=ZB=+—H
1-HA R
HK$’000
FERT
Interests on: ATEIENHNE
Secured bank borrowings BEMIBITREK 28,322 23,725
Loans from third parties E=FEXR - 21

28,322 23,746




Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

13. INCOME TAX EXPENSE

13. FRRIREASE

Period ended Year ended
31 December 31 July
2019 2018
Bz HE
—E-hF —T)N\F
+=A=+-8 | £A-t H
1HHARS IEEFE
HK$’000 HKS'000
FERT FHBT
PRC Land Appreciation Tax AR B £ B E R 4,134 20,536
Under/(over) provision in prior years BEFEBRENE (B%E)
Hong Kong Profits Tax BEBNED - -
PRC Enterprise Income Tax R ETSH - (708)
- (708)
Deferred taxation IEETE
Current period/year RERR 3,750 (31)
7,884 19,797

Hong Kong Profits Tax has not been provided for in the consolidated
financial statements for the current period and prior year as the
Group did not derive any assessable profits in Hong Kong.

Pursuant to the rules and regulations of the Cayman Islands and BV,
the Group is not subject to any income tax in the Cayman Islands

and BVI.

No provision for Indonesia Income Tax for the current period and
prior year has been made as the subsidiary operating in Indonesia
did not generate any assessable profits in Indonesia.

Ta Yang Group (Macao Commercial Offshore) Limited is incorporated
as a commercial offshore entity in Macau and is exempted from

Macau Complementary Income Tax.

No provision for Taiwan Profit-Seeking Enterprise Income Tax for the
current period and prior year has been made as the Group did not

generate any assessable profits in Taiwan.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

13. INCOME TAX EXPENSE (Continued)

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”)
and Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% from 1 January 2008 onwards. Accordingly,
provision for PRC Enterprise Income Tax for the PRC subsidiaries is
calculated at 25% of estimated assessable profits for the period/year.

13. FifRRBASZ (&)

BIEFPBRCEMSHE(TEERSHRED
MEO¥EMBRIABERIES - PBIHB AR
R-ZETNE— A —BHREORERE25% -
At - BB A B A AR B 2 TS o
B Z B FE G ERB R F &
25%FTE o

H B LS E R Tt L EE TR (B &

Land appreciation tax of the PRC is levied at progressive rates
ranging from 30% to 60% on the appreciation of land value, being
the proceeds of sales of properties less deductible expenditures.

The income tax expense for the period/year can be reconciled to the
(loss) profit before tax per the consolidated statement of profit or

loss as follows:

MEER

B FENM

TR AR SO RN F 30% =
60% HY R AE B KU -

B RGESIERRAERA
BRBiAT (B1R) M A R T

Period ended Year ended
31 December 31 July
2019 2018
BZE HE
—E-hF —T-N\F
+t=A=+—-RB | €£A=T H
LFEA R IEFE
HK$’000 HK$'000
FET BT
(Loss) profit before tax MREL A (B518) Y (83,096) 15,487
Tax credit at rates applicable to (loss) profitin - #Z@ AN BB AT ERE (1)
the jurisdictions concerned wAMB R ENTFE L (20,774) 5151
Tax effect of income not taxable for HERFBARNTR ST E
tax purposes (13,605) (1,978)
Tax effect of expenses not deductible for TR TR 2
tax purposes 14,252 3,385
Tax effect of share of results of associates SMEBE R RIEENBE TR 444 13
Land appreciation tax + I (EF 4,134 20,536
Utilisation of tax losses previously not B) iR I R B TS B 1E
recognised (10,606) (13,423)
Over provision in prior years, net BREFEEFEREFE - (708)
Tax effect of tax losses not recognised ARSI IETE 34,039 6,821
Income tax expense for the period/year B RS 7,884 19,797
Details of deferred taxation are shown in Note 36. EEF BRI FE 36
XAREEBARLE | 455

—E-NFER



Notes to the Consolidated Financial Statements
REMBEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

14. LOSS FOR THE PERIOD/YEAR 14. {1 EREGRA
Period ended
31 December
2019
BZE
—E-hF
+=A=+—H
LEEARE
HK$’000
FERT

Loss for the period/year has been arrived H,F N E B TSR

at after charging: IATNEIE
Auditor's remuneration %A S
— Audit service — EH R 1,600 1,290
— Non-audit service — FEEAT RIS - 65
Allowance for inventories FERE GrABEKR)

(included in cost of sales) 849 252
Amortisation of prepaid lease payments TES T E R 8 3,768 4,892
Costs of inventories sold (Note) BEEFERAN (M) 393,830 277,784
Depreciation of property, plant and M - BB REETE

equipment 34,453 23,695
Directors’ emoluments ZFEME 9,576 8,275
Staff costs (excluding directors’ emoluments) B IEA (MEIEZESEME) 184,348 137,502
Note: Ftat -

Cost of inventories sold includes approximately HK$127,036,000 (2018: BEEGERABIEEE TN  ITERAT RS
HK$96,442,000) relating to staff costs, depreciation expenses and operating HEBREBMNESEE127036008T(=F
lease charges which amounts are also included in the respective total — )\ : 9644200078 7C) - B BEHEFTAR

amounts disclosed separately above. OB BRI BRETEA




15.

16.

17.

Notes to the Consolidated Financial Statements
e BEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

DIVIDENDS 15. &R

No dividend was paid or proposed for the period ended 31 REBE_ZE—hAhE+_A=+—HILHK

December 2019 and the year ended 31 July 2018, nor has any EEBE—T—\E+A=+—BHItEET

dividend been proposed since the end of the reporting period. @Sk R B AR A - B R AR
VAR IR 2 s R B (T AR, -

LOSS PER SHARE 16. SEEIR

Basic loss per share is calculated by dividing the loss attributable to BREABBDERBEE-ZS—NF+=

owners of the Company by the weighted average number of A=+—BIIr#EEHE—_T—N\E+tAH

ordinary shares in issue during the period ended 31 December 2019 —+—BIEEAQTEA ARGEEER

and the year ended 31 July 2018. I BT RS B IR 2t o

Period ended
31 December
2019

BZE
—E-NE
+=HA=+—H
LEHARS

Loss for the period/year attributable to KR EHEE AR FREE
owners of the Company (HK$'000) (F#7T) (86,420) (3,756)

Weighted average number of ordinary BEITE RN METHE
shares in issue ('000) (F%) 871,178 871,178

During the period ended 31 December 2019 and the year ended 31 REZ-ZE-NF+=-A=+—HILEHE

July 2018, the basic loss per share and the diluted loss per share are k#BZ—_Z-—N\FtA=+—HILFE "

the same because there are no potential dilutive shares outstanding. BREABREEGREESEHER  RE
S FEEATIE SN BTEHEEAR S o

STAFF COSTS (EXCLUDING DIRECTORS’ 17. BEIRF(FEEEENHL)
EMOLUMENTS)

Period ended
31 December
2019

BZE
—E-NF
+=B=+-8
1-HAR

HK$'000

FET

_Salaries, allowances and other benefits 4 0 EBL R EMAEF 169,111

erance payment BB -
nent benefit schemes contributions RIRE AT 220 15,237

184,348




Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

17.

158

STAFF COSTS (EXCLUDING DIRECTORS’
EMOLUMENTS) (Continued)

The subsidiaries in Hong Kong operate defined contribution
schemes under the Hong Kong Mandatory Provident Fund Schemes
Ordinance which are available to qualified employees. The assets of
the schemes are held separately from those of the subsidiaries in
independently administered funds. Monthly contributions made by
the subsidiaries are calculated based on certain percentages of the
applicable payroll costs or fixed sums as stipulated under the
relevant requirements, with maximum relevant income level for
contributions of HK$30,000 monthly.

Pursuant to the regulations of the relevant authorities in the PRC, the
subsidiaries of the Group participate in respective government
retirement benefit schemes (the “Schemes”) whereby the
subsidiaries are required to contribute to the Schemes to fund the
retirement benefits of the eligible employees. Contributions made to
the Schemes are calculated based on certain percentages of the
applicable payroll costs as stipulated under the requirements in the
PRC. The relevant authorities of the PRC are responsible for the entire
pension obligations payable to the retired employees. The only
obligation of the Group with respect to the Schemes is to pay the
ongoing required contributions under the Schemes.

Employees employed by the Group’s operations in Macau Special
Administrative Region (“MSAR”") are members of government-
managed retirement benefits scheme operated by the MSAR
government. The MSAR operations are required to pay a monthly
fixed contribution to the retirement benefits schemes to fund the
benefits. The only obligation of the Group with respect to the
retirement benefits schemes operated by the MSAR government is
to make the required contributions under the scheme.

The retirement benefit schemes contributions represent
contributions by the Group to the Schemes operated by the relevant
authorities of the PRC, the retirement scheme operated by the MSAR
government and the defined contribution schemes operated in
Hong Kong.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

17.

RINFE(FEEEEH:) @

BENHBATREBER SR MERESF
ElEPl AEEREE R TEHERETE -
ZEEMNEERBLEEESHERF @A
WEBRARIMEESH - B RS ARE
A BIAL N5 T 8 9 b SR i8R E 5T
PR A9 B B SRR /E R o R B U A
IKF EBR A& A 30,0004 7T °

RETFEERERORG - AEENHE
NE2EBEBRARARERNE ([%F
&) MEARAIMZEEED
"R RAEREENRABMNEHRES
A 3% % 51 &I F H B0 R T3 R Bl AR I 7T B3
MERFMAANETADLETHE -
EHRERBARENESEXNEBERKE -
AEBERZEF BB ERFEIN
A BT EIFTARE R B o

AEBERRPIFRITTHRER (DRPIRFR ) &9
EE R A A& 8 2R PR R BUE T2
BT ERERBNFBIROKE - IR
BEERNEBRMZRKENG B AE
HEBMHRN - REBREMNERHES - 3t
TE R PR [ BT P78 1 69 R K48 A 5T 81
5 AREOM B EREDL %A BIAR
TR o

RARBNF RS EARERTEERE
BRI MZETE - RPIRBUTRA
RRFHEI RN E BRI ERBHUKETEIE
HAEVHEK -



Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

18. DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S 18. ERERTTHERMS
EMOLUMENTS
(@) Directors’ and chief executive officer's emoluments (@) ESRTHEAHMNE
The emoluments paid or payable to each of the directors BN ENES(BETHRAR (117
including the chief executive officer (the “CEQ") are as follows: HmaaE ) s anmesEsmT
For the period ended 31 December 2019 BE-_Z-hFE+=-A=+—HLH
&
Salaries, Retirement
allowances benefit
and other  Discretionary schemes
Fees benefits bonus  contributions Total
§¢ 2ER BIER
e AR BERA FHEfR @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL ThEL Fhn Thn Thx
Executive directors HTES
ShiQi it - 6,657 621 25 7,303
Cheng Hong (Note.x) % (W) - 118 - 6 124
Gao Feng (Note xii) & (3t i) - 200 - 3 203
Zhao Ang (Note vi) (Wit vir) - 1,401 - by) 1,423
Yin Zhigiang (Note xiv) Fioh (Htniv) - - - - -
Non-executive directors FHTES
Han Lei BE - - - - -
Sze Wai Lun (Notevi) iR (Mt vi) - - - - -
Independent non-executive directors BUFHITES
Zhang Lijuan RAB - - - - -
Pak WaiKeung (Note ix) HE% (fiztix) 44 - - - 44
Cheung Simon (Note xi}) SRt (W) 168 - - - 168
Wu Tak Kong (Note i) &k (Hiatii) 31 - - - 31
Lin Bing (Note xv) WE (Hitw) - - - - -
Liu Gang (Note xvi 218 (B2t i) - - - - -
Wang Lina (Note xvii TEM(Wiztwi) - - - - -
Hu Jiangbing (Notexiv) LR (Hiztxiv) - - - - -
523 8,376 621 56 9,576

X% KW ERAR AT
—z nerm | 199



Notes to the Consolidated Financial Statements
REMBEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

18. DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S 18. EFRITHEREME &)
EMOLUMENTS (Continued)

(@) Directors’ and chief executive officer's emoluments (@) ESRTHEHME (&)
(Continued)
For the year ended 31 July 2018 BE-Z-\FtA=+—HLEFE

Executive directors BES

Shi Qi i - 4692 2054 24 6,770
Xu Chendi (NoteV) R WY - 833 6 8 910
Qiu Yonghao (Notex) BBXR (Hiztx) - - - - -
Huang Te-Wei (Note i) B (ML) = 280 3 6 309
Zhao Ang (Note v e (Wietvii) = 6 1 I 8
Non-executive directors FHTES

Han Lei &% - - - - -
Gao Feng (Note i) &8 (Hfzt i) - - - - -
Wang Yayuan (Note vi) TR Wizt vii) - - - - -
Sze Wai Lun (Notevi) et (M) = - - - -
Independent non-executive directors BUkHTES

Zhang Lijuan EY) = - - - -
Pak Wai Keung (Note i) HiE% (Hiti) 180 - - - 180
Yeung Chi Tat (Noteii) BEEWHi) 13 - - - 13
Lian Yi (Note ) B% (Hriti) - - - - -
Wu Tak Kong (Note i ek (Hatii) 85 - - - 8

278 5811 2147 39 8,275




18.

Notes to the Consolidated Financial Statements

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #EHZE—F

DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S

EMOLUMENTS (Continued)

(a)

Directors’ and chief executive officer's emoluments
(Continued)

Notes:

(vii)

(viii)

(xi)
(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

Appointed on 19 December 2016 and resigned on 10
November 2017.

Resigned on 10 September 2017.

Appointed on 15 November 2017 and resigned on 13 January
2020.

Resigned on 30 November 2017.
Resigned on 19 December 2017.
Appointed on 19 December 2017. His director’s fee has
adjusted to HK$ 15,000 with effect from 19 December 2019. He

has waived the director’s fee from 19 December 2019 to 31
December 2019, totalling HK$6,290.

Appointed on 30 July 2018.

Appointed on 19 December 2016 and resigned on 19
December 2017.

Resigned on 29 October 2018.
Resigned on 8 January 2019
Appointed on 8 January 2019.

Appointed on 25 January 2019 and resigned on 18 December
2019.

Redesignated to Executive Director from Non-Executive
Director on 13 November 2019.

Appointed on 31 March 2020.
Appointed on 13 January 2020.
Appointed on 21 January 2020.

Appointed on 22 April 2020.

Shi Qi is the CEO of the Company. Her emoluments disclosed
above include those for services rendered by her as the chief
executive officer.

No directors and the chief executive officer waived or agreed
to waive any emoluments during both years.

e MERRMNE

—NE+ZA=1+—HL+tEA

18. EERITHERME ©)

(a)

EERTHRARME (&)

(0]

(vii)

(viii)

(ix)

(i)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)
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Notes to the Consolidated Financial Statements
REMBEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

18. DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S 18. EFERITHARME =)

EMOLUMENTS (Continued)
(b)  Senior management’s emoluments b) EHREEEHS
Of the five individuals with the highest emoluments in the REBRAESESHFALTH  —&(Z
Group, one (2018: two) were directors including chief T—\F: MB)RARAFES (B
executive officer of the Company whose emoluments are set TR  BENMESHN L -
out above. The emoluments of the remaining four (2018: BTOE(ZE—\F : =Z) e
three) individuals are as follows: N
Period ended
31 December
2019
BE
—B-NnF
+=ZA=+—H
LEHARS
HK$’000
FET
Salaries, allowances and other benefits e EMREMER 7,785 5483
Retirement benefit schemes contributions 3R R3& K5+ 24 =% 84 45
7,869 5,528
The emolument is within the following bands: BEN FEIATEE :

Nil to HK$1,000,000 =2 1,000,000 87T - =
HK$1,500,001 to HK$2,000,000 1,500,001 7 7T 2 2,000,000 78 7T 3 2
HK$2,000,001 to HK$2,500,000 2,000,001 3T 2 2,500,000 7 7T 1 1

HK$3,000,001 to HK$3,500,000 3,000,001 7T £ 3,500,000 7 7T - =




Notes to the Consolidated Financial Statements

8 MR

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

19. PROPERTY, PLANT AND EQUIPMENT

19. W% - BER&MW

oSt HAE
At1 August 2017 R=E—+%£)\A-H 218062 5377 189,205 60,545 2428 - 497471
Exchange realignment EER 3515 25 (340) (402) (3349 (14) 2450
Additions AE - 300 9805 10062 8364 3N 28903
Reclassified to assets held for sale ENARERHELENEE 9585) = - - - - 9589)
Revaluation for items transferred to BERTRENE

investment properties HIER 511 - - - - - 51
Transfer to investment properties BRERENE (13,108) - - - - - (13,108)
Disposals/write-off HE s (75063) (869) (1,285 (339) (747) = (78299)
At31 July 2018 R=F-\EtA=1-A 129532 4833 197,385 69870 31,565 358 433543
Exchange realignment EXAE 4129) (164) (3413) (1324) (1,174) @) (10.227)
Additions RE 534 255 9251 7,094 8578 1125 29137
Addition for acquisition of subsidiary REBHEARMEE = = = 3078 m = 3301
Disposals/write-off HE /i (4118) (1,067) 2352) (4021) (1.259) (534) (34521)
At31 December 2019 RZE-NE+-A=1-H 12183 6,157 179701 74697 37933 92 21233
ACCUMULATED DEPRECIATION AND ZiHTEREE

IMPAIRMENT
At31 July 2017 RZE-t%+tA=1-H 371289 3670 150306 41620 14615 - 247500
Exchange realignment ENAE 08 P (197) (429) (076) = (649)
Provided for the year EREE 4402 500 6,029 5362 6902 = 236%
Impaiment loss recognised in profitorloss — RNEEBRERESR - - - 5010 - - 5010
Reclassified toassets held forsale (Note29) B HEZH{EHEN

BE (Wit (304 = = = = = (304

Transfer to investment properties BRERENE (65%0) - - - = = (6,590)
Eliminated on disposals/write-off HE /s 439%) (794) (1,059 (294) (531) = (71074)
At31 July 2018 RZE-\§th=1-H 30629 339 155079 51773 20710 - 261589
Exchange realignment EiER (1,042) 1) 2237 (1,068) (907) - (5371)
Provided for the period HREE 4612 878 11018 7788 10,157 = 34453
Fliminated on disposals/write-off HE /MR (864) (557) (18725) (3230) (26) - 2340
At 31 December 2019 R-E-AE+-A=+-R 3333% 3602 145,135 95,063 29934 - 267,269
CARRYING VALUES REE
At31 December 2019 RZE-hN&E+-A=1-H 88488 25% 34566 19434 799 m 153,964
At31 July 2018 RZE-\EtA=1-H 98903 143 42306 18097 10855 358 171954




Notes to the Consolidated Financial Statements

e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

19. PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment, except for
construction in process, are depreciated on a straight-line basis over
the estimated useful lives less residual values as follows:

Properties held for own use situated on leasehold land are
depreciated over the shorter of the unexpired term of lease and their
estimated useful lives, being no more than 50 years after the date of
initial recognition.

Estimated useful life

fhEt A2 A A
Motor vehicles 5 years
TE 54
Plant and machinery 10 years
i K 2s 1048
Furniture, fixtures and equipment 3to 10 years
&Rl HERRE EE K3

Leasehold improvements

HEMEREKE

At the end of each reporting period, the directors of the Company
have performed impairment assessment in respect of the healthcare
and hotel service, the recoverable amounts of which have been
determined based on value-in-use using cashflow projection
approved by the management of the Company covering a five years
period. The pre-tax discount rates applied in measuring the amounts
of value-in-use is 10% (2018: 8%). There was no impairment
considered necessary of provide in the consolidated financial
statements for the period ended 31 December 2019 (2018:
HK$5,010,000).

TA YANG GROUP HOLDINGS LIMITED
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19. Y% - BE R (2)

BAERTREN  UEWE BERREER
B ABARRIZ A T 51 AT 3 6 HR0R R 7
EBEFERE

ME L FRRIEEBYFREREMNE
H R EARE A A F 8 (R SRR B IR
SOFR)MBIEENE

Residual value
FerEE

10%
10%

10%

Shorter of the lease term and 5 to 10 years =

FHEARSE10F  UREEAE

NERERR - NAREZCHEERE
B JE R HETRE TS - ATk e €5
TE AR RE B ERE A F A
WESREEABREFERAEEET - ;T2
FEAEBESHEMRANBAIEERE10%
(ZZ2—N\F :8%) HEZT—NF+=
B=+—HIHHE  BMERERRAEER
REMBHREANELBRE(ZZ—N\F:
5010,000787T) °



Notes to the Consolidated Financial Statements
e BEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

19. PROPERTY, PLANT AND EQUIPMENT (Continued) 19. W%  -WERER )
The carrying value of properties held for own use shown above FHtEEE AMENEREERRE
comprises of:

31 December

2019
—E-NF
+=A=+-—H
HK$’000
FET
Medium-term leases RHEIEE
— in Hong Kong — N REB 4,486 6,411
— outside Hong Kong — BB 84,002 92,492
88,488 98,903
As at 31 December 2019, properties located in Hong Kong under RZBE-—NFTZA=1T—H BEHEY
medium-term leases with carrying value of approximately 4,486,000 77T (ZF — \£F : 6,411,000/ 7T)
HK$4,486,000 (2018: HK$6,411,000) have been pledged to secure UREBBREFHHEHERENYED TR
banking facilities granted to the Group. A EREREERMERBITEERNER -
As at 31 December 2019, properties located in the PRC under RZE—NF+ZA=+—H " FEEY
medium-term leases with carrying value of approximately 80,870,000 7T ( = Z — J\ £ : 86,310,000
HK$80,870,000 (2018: HK$86,310,000) have been pledged to secure TR EREFHAEERSENWEE T

bank borrowings. HH - AERRITEROER -




Notes to the Consolidated Financial Statements
REMBEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

20. INTANGIBLE ASSETS 20. |EEE

COST A
As at 1 August 2017 R-ZE—+&/\A—H 6,900 383 7,283
Additions NE - - -
As at 31 July 2018 and RZZE—N\FtA=T—HBHK

1 August 2018 —ZT-NENA—H 6,900 383 7,283
Exchange realignment [ 8 - (13) (13)
Disposal of a subsidiary HE—RHHEAR (6,900) - (6,900)
Written off s - (370) (370)
As at 31 December 2019 R-ZE—hF+-_A=+—8H - - -

ACCUMULATED AMORTISATION R+ 45 % Ri{E
AND IMPAIRMENT

Asat 1 August 2017 RZZE—tFNA—H 6,900 - 6,900
Asat 31 July 2018 and RZZT—N\FLtA=+—HK

1 August 2018 —T-N\FNA—H 6,900 - 6,900
Disposal of a subsidiary HE—FHRBAR (6,900) - (6,900)
As at 31 December 2019 RZZE-—NFE+=A=+—H - = =
CARRYING AMOUNTS REE
As at 31 December 2019 RZZE—hFE+=—_A=+—H - - =
Asat 31 July 2018 RZZE—N\FLtA=+—H - 383 383
The Group's golf club membership at 31 December 2019 and 31 July rEER_ZE-NAF+A=+—HBE=
2018 is assessed as having indefinite useful life because there is no - NFLtA=+—HEBAKSHAEE
time limit that the Group can enjoy the services provided by that DA EAEERAFERFES  FEEARE
golf club. EZAAEESBRRGATRMN RS

SRS FRIBR M o
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

PREPAID LEASE PAYMENTS 1. RTEBREA
31 December 31 July
2019 2018
—E-NF —FN\F
+=A=+—-8 | EA=1—H
HK$’000 HKS'000
FHET THIT
Current asset mEEE 2,465 4,824
Non-current asset ERBEE 114,522 120,406
116,987 125,230

The prepaid lease payments represent cost of land use rights in
respect of land located in the PRC held under medium-term leases,
on which the Group's factory plants, staff quarters, hotel and
healthcare center are built. During the year ended 31 July 2018,
prepaid lease payments of approximately HK$3,510,000 were
transferred to investment properties. There was no transfer out of
prepaid lease payments during the period ended 31 December
2019. The remaining period of the land use rights of the Group
ranges from 36 to 44 years (2018: 33 to 45 years).

As at 31 December 2019, prepaid lease payments with carrying
amount of approximately HK$114,740,000 (2018: HK$119,191,000)
has been pledged to secure bank borrowings.

BMNAEREREBUNRTRIEZEFHEE
BEM LT (REEEZEB LM EEBR
B B8IEE AEREBERERL)HL
WERAEREAE - BE_F—\F+tA
=+—HIEFE - BNHEEKRIEL3,510,000
BILTEEREREME -HE_T—NF
+—A=+—HIHH BAEEFEL
Mmoo REB L EAEORIBEREN
T36E44F (ZF—)\F 1 33545F )T F o

RZZE—AF+=_A=+—8" EEEY
114,740,000 % 7 ( = & — JU4F : 119,191,000
BIT) MEMAHEEREE THEA - (ERIRTT
ERAELR

X% KW ERAR AT
—z nses | 107
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e M RRME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZE—F

—hE+-_A=+—HAL+t@E

22. INVESTMENT PROPERTIES 22. BBEYME
HK$'000
FET

FAIR VALUE NEE

Asat 1 August 2017 RZT—tFNA—H 92,575

Transfer from property, plant and equipment BYE - BE MR EER 6,518

Transfer from prepaid lease payments B T8 15 F SR OE 3,510

Change in fair value recognised in profit or loss RIERHRN A FEES 252

Exchange realignment bE 5, R E (413)

Asat 31 July 2018 and 1 August 2018 RZZE-N\FLHA=+—H

R—FE—-N\FNA—H 102,442

Change in fair value recognised in profit or loss (Note 9) RIEBRERO AT EEE (M) 14,874

Disposals HeE (26,857)

Exchange realignment FE H, % (3,268)

As at 31 December 2019 —hE+=-_A=1+—8H 87,191

Notes: Hiat

@@ Al of the Group's property interests held under operating leases to @ AEERLEHEREANERESNE
earn rentals or for capital appreciation purposes are measured using TIBEM A ERER AR TFERA G
the fair value model and are classified and accounted for as B WHBERARIIEREYEE -
investment properties.

(b)  The investment properties shown above are situated in the PRC and () U EFRRARETBHESHEANH B
held under medium-term leases. REWE -

(©  During the year ended 31 July 2018, the properties with their © BEZF-N\FEtA=1T—HLFE
respective prepaid lease payments held for own use locating at ECEF'@/EHJH%{’EEﬁﬁm%%&ﬁxﬁﬁ’ﬁé
Huzhou in the PRC were reclassified as investment properties during NHERENFRNEFBREAREME -
the year. At the date of transfer, these properties and prepaid lease REZEBH  ZEWERENEERER
payments were revalued by BMI, an independent valuer, resulting in B AEER R MBRENEE  MERTE
revaluation gains of approximately HK$5,711,000 from properties and NAERES BEEEH 475711000
approximately HK$2,813,000 from prepaid lease payments. The BT R #)2,81300087T - BEAE{KED
revaluation gains have been recognised in properties revaluation RYEEEREEPRR
reserve.

There was no transfer to investment properties during the period HEZZ—hGF+-A=1+—HILHHE"
ended 31 December 2019. REYFEWEEN -

(d  Asat 31 December 2019, the fair value of the investment properties (d) —NE+ZA=+—08 KEME
amounted to HK$87,191,000 (2018: HK$102,442,000)) was valued by E’\] 1@%87 191,000 7T ( —Z 8 — )\ £ :
BMI Appraisals Limited, an independent valuer, by using the 102,442,000/ 7T) » T3 5L {4 {ELED A1 7
investment approach. BRI AR A R ARE AT

(e) At 31 December 2019, investment properties with fair value of © RIZZE-AFTZA=+—H 2FELD
approximately HK$87,191,000 has been pledged to secure bank 87,191,000 TR EMFEE TR - £
borrowings. BIRITIEREPER ©

1 68 TA YANG GROUP HOLDINGS LIMITED

ANNUAL REPORT 2019



Notes to the Consolidated Financial Statements
e BEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

22. INVESTMENT PROPERTIES (Continued) 22, BREYXE 2
Notes: (Continued) Hiat - (&)
3] Details of the Group's investment properties and information about ) RZB-—AE+=ZA=F+—HBE=F—N
the fair value hierarchy as at 31 December 2019 and 31 July 2018 are FHA=+—H FAEEHREMEFE
as follows: EEBAFEBRNERMAT

31 December

2019

—E-hEF

+=ZA=+—H

HK$’000

FiExT

(Level 3)

(5=18)
Investment properties KEME 87,191 102,442
There was no transfer into or out of Level 3 for both years. RREFERNTARERENEREE=E -
Information about Level 3 fair value measurements of investment R_E—NE+-_A=+—BE=_Z—N
properties as at 31 December 2019 and 31 July 2018 is as follows: FHA=+—H BFRAREVEE=ER

TFEGTENERNAT

Investment Investment Market unit rates of land A slight increase in market unit rate of
properties Approach (per square meter (“sq.m.") are land will significantly increase the fair
in a range from RMB118 to RMB172 value.
REMH REE LI E TS ERLEAR (B K) 30 ) T35 B AL (B AR RN A

NFARENSTEARK 1727 BeLAFEKNE LA -
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #Z - — NF+_A=+—HI1t+t@A

23.

170

GOODWILL 23. HE
HK$'000
THETT
At carrying value: RARHEE :
At 1 August 2017, 31 July 2018 and 1 August 2018 R-_Z—+FN\A—H"
—E-N\FEA=T—8BK
—E-N\FENA—H =
Arising from business combination ELEERAH 8,008
At 31 December 2019 RZBE-NF+ZA=+—H 8,008

For the purpose of impairment assessment, goodwill set out above
has been allocated to CGU relating to the healthcare and medical
services.

The recoverable amount of CGU as at 31 December 2019 has been
determined based on a value in use calculation with reference to a
valuation performed an independent professional valuers. The
calculation use cash flows projections based on financial budget
approved by management covering 5-years period and pre-tax
discount rate of 10%. Cash flows beyond the 5-years period have
been extrapolated using a steady 2.0% growth rate. The growth rate
is based on based on relevant industry growth forecasts and does
not exceed the average long-term growth rate for the relevant
industry. Other key assumptions for the value in use calculation
relate to the estimation of cash inflows/outflows include budgeted
sales and gross profit margin. There was no impairment considered
necessary to provide in consolidated financial statements for the
period ended 31 December 2019.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

MEERGEMS @ LAFEBE N EEER
RIERFG R S EL S -

R=ZZE—AEF+=—_A=+—H8 REeELE
BEumaRESEEREREEFEL
LEBIEEGEMNGERT - %t 8
Th{E R R E B P b R = A F HA R B
HIEE IR S i 2 78 8 JA & B Al BA IR R
10% ° AR FHPHRSREC FRBTIL
RR20% TIAHESE - SRR HENHEBIT
EERTEA R EBBARABITENFEAR
HERR - BERSAA REGEHE
tEABETENEIERIBEREHEE
REFER - HE-_FT—NF+=-A=+—
HIEEM - BERERERAEAREGE MK
WMRAVEL B -
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Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

FINANCIAL ASSETS AT FAIR VALUE THROUGH

OTHER COMPREHENSIVE INCOME/AVAILABLE-
FOR-SALE FINANCIAL ASSETS

24. BAFEHIIREFERMSEITAR
RENSRRE THHEEME

=

31 December 31 July
2019 2018
—E-NF —T-N\F
+=A=+—H +tA=+—-H
Notes HK$’000 HK$'000
Hst FERT T
Listed outside Hong Kong REBIEZEIN £

Listed equity securities ETRAES () 2,648 9,219
Unlisted equity securities JE E IR EES (b) - =
2,648 9,219

Notes: Hiat
(@  The above equity securities represent ordinary shares of entities @  EARAFBSEEERINEEBHE B

outside Hong Kong and previously classified as available-for-sales
financial assets. These investments are not held for trading, instead,
they are held for long-term strategic purposes. Upon the adoption of
HKFRS 9, the directors of the Company have elected to designate
these investments in financial assets at FVTOCI as they believe that
recognising short-term fluctuations in these investments’ fair value in
profit or loss would not be consistent with the Group's strategy of
holding these investments for long-term purposes and realising their
performance potential in the long run.

The listed equity securities are determined based on the quoted
market bid prices available on the relevant stock exchange and
categories as level 1 under fair value hierarchy. During the period
ended 31 December 2019, the fair value loss of approximately
HK$3,212,000 had been recognised in the other comprehensive
income.

The unlisted equity securities represent the Group's equity interests in
a private entity incorporated in Taiwan with investment costs of
approximately HK$11,610,000. In light of the operating loss of the
investee company and the market conditions, such investment was
fully impaired since 2015. Due to prolonged operating loss incurred
by the investee company, the directors of the Company considered
that there is no reasonable expectation of recovery of this investment
and therefore, fully written off during the period ended 31 December
2019.

ERDBPRAAIHHESHEE - RFRE
WIFRHEEEMERFERPREE DN - 1
RABBYBHREEF MR - ARA]
ERCEBETRENEREECLRER
NFEFIRL AR M EERANEZE - R
ARERBRBERAERZFRERFE
MR EARERSEZEREERY
BHERERERBRAREENNRE D —
o

ETRAEF DIRBENAEE SR S AR
BHMBEARBET ' VREAATE
BRE—E-BHE-_ZET—HLhE+=A
=+— B8 - AFEEBE3,212,000
BITEREMEERARER -

IEETRABEHIEANEBRE S &K
Y RMFABRBER N AER  REKAN
#9411,6100008 7 - BRI E H R AL
EEERTR  BRREE S —AFE
EREURE HNREHRELERELE
BB AAREERALEEIZIEERD
AEEY AREE—T—h&E+=-A
=+ — A IR IR E -

REREZERARLE
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

25. INTERESTS IN ASSOCIATES

Unlisted shares, at cost

Additions (note b & c)

Share of post-acquisition results and
exchange reserves

Accumulated impairment loss recognised
(note a)

25. RBIELTNER

31 December

2019

—E-NE

t=RA=t—H

HK$’000

FBxT
LMD - RAKNAE 1,225 1,225
NE (Matbkc) 62,022 =

DIEUIE % S48 I B

(2,421) (645)

BHERRRERR (Mita)
(580) (580)

60,246 =




Notes to the Consolidated Financial Statements

e MERRMNE

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

25. INTERESTS IN ASSOCIATES (Continued)

25. REIEQFIMER &)
R=Z-NE+=A=+—AR=F—N

Details of the associates at 31 December 2019 and 31 July 2018 are

as follows: FHA=T—HANBERAFBEAT
Place of Proportion of ownership interest
Form of incorporation/ Registered/ and voting rights held
Name of company business structure  operation share capital by the Group Principal activities
EMAEL/ AEEEENEREES
GRS ERRERA Behy i/ RA REBFELA TEXK
2019 2018
“E-fE R\
BiOcean Holdings Limited (Notea) ~ Incorporated Hong Kong HKS2,500,000 49% 49%  Investment holding
BiOcean Holdings Limited (ffia) XL i 2500000 7T RERR
Biomar Industries Sdn Bhd (Noteg)  Incorporated Malaysia MYR400,000 49% 49% Trading of chemistry ol
Biomar Industries SdnBhd (ffi¥a)  FERMT SREE 4000005F t2HE5
Yuntou (Noteb) Established the PRC RMB150,000,000 35% - Construction project in the PRC
ER(Hth) Wi i ARH 150000000 7T hERRER
Sinohk Group (Note b) Incorporated Hong Kong HKS$150,000 33% - Financial services in HK
hELE W) R B 150000 7 BECRRE
Notes: Hiat

(@)

In view of the recurring operating losses of associates, the directors of
the Company are of the opinion that the recoverable amount is less
than its respective carrying amount, accordingly impairment losses of
HK$580,000 was recognised in prior year.

During the period ended 31 December 2019, the Group, together
with two independent third parties, set up Yuntou Infrastructure
(Yuncheng) Investment Development Co., Limited (2 ZEH% 28 i (£6
I EZERARAT) (“Yuntou”) in the PRC, of which the Group
holds 35% equity interests in Yuntou. The registered capital of Yunton
is RMB150,000,000, of which RMB52,500,000 to be contributed by the
Group, representing 35% equity interest in Yuntou. During the period
ended 31 December 2019, the Group’s portion of capital contribution
has been fully paid.

During the period ended 31 December 2019, the Group acquired 33%
equity interests in Sinohk Link Capital and its wholly owned subsidiary,
i-Golden Data Capital Limited (“Sinohk Group”) at a cash consideration
of HK$3,697,000. Sinohk Group is principally engaged in the provision
of financial services business in Hong Kong with Type 4 and Type 9
licenses issued by the SFC.

During the year ended 31 July 2018, the Group has disposed of (i) 49%
equity interests in Ta Yang UDE Limited; and (i) 49% equity interests in
o/ F BB B AR AT to an independent third party, at a cash
consideration of US$290,155 (equivalent to approximately
HK$2,246,000. Loss on disposal of approximately HK$630,000 was
recognised in consolidated statement of profit or loss.

HREE A RSSHELLEEE AR
EERRULCDSBENESBNEE
1B BB F R BRI EE 1] 580,000
YBIT °

HE-_ZT-NF+-_A=+—HI1LHH
ANEBERMEBILE = HRPEKIE
AR (B REBRRERAR([E
|1 ERAREBFEZR3I5%AR A
o ERHFMEARR AR 150000000
TC HARAREBEFE AR 52,500,0007T °
BRI ANEZE35% c NEBE—T—H
FH+ZA=1+—RILH8E  AEETED
DB -

HEZZ—hE+-A=+—HLH8H
£ [ AR & {8 3,697,000 78 TT R EE A 7B
BEAREZENB AR AEERERR
AR ([HBEE]) K 33%BAER - P
EEBARESERNENERBENEHR
B EENEIRHSBBIEES -

BE_Z—)\FLtA=+—RHLEFE &
EEE IR 290,155 F 7T (FE R L
2,246,000 7T ) B E () K IFBREEBR AR
B 49% AR A HE RS ¢ R (i) RS BIF IR IR 2
BRAAIR49% R AR T —BBULE=
T e B BB 496300008 T E R A 18
FRIER

REREZERARLE
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REMBEHRERME

FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

25. INTERESTS IN ASSOCIATES (Continued) 25. REIEARINER &)
The summarised financial information of the material associates, BAMERATNTEEEE (KR EFTK
adjusted for any differences in accounting policies are as follows: FOEMEEEHAR)WT :

31 December

2019
—E-NF
t=RA=+—H
HK$’000
FERT
Non-current assets EREEE 603 -
Current assets MENEE 100,003 -
Current liabilities mENAE (60,240) =
Non-current liabilities EMENAE - -
The Group's interests in associates are accounted for using the AEBREEERNRINER DIRBEREA
equity method as summarised below: A - Bt
Period ended
31 December
2019
BE-Z=—h#&
+=ZHA=+—H
LEHARS
HK$’000
FET
The Group's share of loss REBEDIGEE 1,776 77
The Group's share of other comprehensive AEBSEEMEZE (WA FAX
(income) expenses - (19)
The Group's share of total comprehensive AEESEEEMASLE
expenses 1,776 58
26. DEPOSITS FOR ACQUISITION OF LAND USE 26. WiELtiERAENZES
RIGHTS
The deposits of IDR25,572,000,000 (equivalent to approximately & 9 25572,000000E0 fE & ( 2 & B 4
HK$14,065,000) relate to the acquisition of land use right located in 14,065,000 78 7T ) £ U B8 iz 72 BN JE A9 £ #h {F
Indonesia, which was originally expected to be completed by REER mxBEHEEER_Z=F
October 2020. However, during the period ended 31 December F+RAITK - AT RBE_T—NLF
2019, an independent third party confirmed the acquisition was TZA=+—HILEE —BBIE=H
unable to complete and the deposits had been refunded to the R RGETEA - BERSBERETAE

Group. ©
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

27. INVENTORIES 27.

Raw materials B
Work-in-progress &
Finished goods BURY Gh

R

31 December
2019
—E-NEF
+=A=+-~H
HK$’000
FHERT

13,301
3,574
14,859

21,203
5118
20,083

31,734

46,404

28. TRADE AND OTHER RECEIVABLES

31 December

28. MEMGTR % RE R B 3 fi FE U ?R IR

2019
—E-NF
+=A=+—~H
HK$’000
FBT
Trade and bills receivables JEUE ZRR R EWRZIE
— from third parties —EWE=H 106,480 98,556
Less: Allowance for expected credit losses W EWE = ERE S
("ECLs") recognised in respect of trade R R EWN R RERLN
and bills receivables from third parties TEHREE A
([TEERE B R ) it (4,358) (976)
102,122 97,580
Prepayments, deposits and other receivables B 3KIB ~ & R H i EWKIA 146,322 132,279
Less: Allowance for ECLs B B EEIE RS (993) -
145,329 132,279
247,451 229,859

The Group did not hold any collateral over these balances.

The Group normally grants to its customers credit periods ranging
from 30 to 90 days which are subject to periodic review by the
management.

REEBA R FERFTA EMEAR -

ARE—RETHEEPNF0BENAN
FEH mERESCHRNERERN -
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28.

176

TRADE AND OTHER RECEIVABLES (Continued)

The following is an aged analysis of trade and bills receivables, net of
allowance for ECLs presented based on the invoice date at the end
of the reporting period, which approximated the respective revenue
recognition date.

28.

FE MG 58 55 R ok B HL fth PR M 3 IR ()

RBEHR - MREREEBBRRERY
U E ZEANEBRERRERAR (RO
& B R ERER B H) RRER D IT 25T

31 December 31 July

2019 2018

—E-NEF —ZE-N\F

+=A=+—8 +A=+—8©

HK$’000 HK$'000

FHERT FAExT

0-90 days 0290H 92,928 91,207
91 days to 1 year IRE—F 9,194 6,373
Over 1 year —FAE - -
102,122 97,580

The movement in the allowance for ECLs of trade receivables is as
follows:

EWE SERFHTEMEEBREREEZS M
B

31 December 31 July
2019 2018
—E-NEF —T\F
+=A=+—~H +HA=+—H
HK$'000 HK$'000
FHER FET
Balance at 31 July 2018 under HKAS 39 BRIERBEFTERIE 397N
—ZE-\FtA=T—HN&EER 976 N/A i
Impact on initial application of HKFRS 9 VI R BT ks RSB 957
M2 1,351 N/A 458 F
Balance at 1 August RNAA—Br&Es 2,327 1,430
Exchange realignment PE 57 3% (39) (198)
Impairment loss recognised BRI EEE 2,070 251
Release upon deregistration of subsidiaries BB A RIRUEH RE R A 5 [ - (507)
At 31 December and 31 July R+=-—A=+—HBEktA=+—H 4,358 976

Included in the allowance for ECLs recognised are individually
impaired trade receivables with an aggregate balance of
approximately HK$4,358,000 (2018: HK$976,000). The individually
impaired receivables mainly relate to customers that are in financial
difficulty or of poor credit history. During the period ended 31
December 2019, no direct write-off of trade receivables was
recognised (2018: nil).

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

EREHEEEBEREREERETEY
4,358,000 L (=F — A4 : 9760008 JT)
WERIERERKE SEX - @ERIERE
JRE g 3T E B B T Y B B R B ol {5 B RS 6
TROEEFEB #HE-ZT—NLFE+=A
=+—HI-HE - BERERERE SRR
HEME(CE—N\F: &)
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

28. TRADE AND OTHER RECEIVABLES (Continued) 28. B EZERREMEBIRIE &)

Rt-—A=t—BEktA=+—B E#@
HEYERENEKE SRR REERE

At 31 December and 31 July, the analysis of trade and bills
receivables that are past due but not impaired are as follows:

DA
Past due but not impaired
EABELERNE
Neither past Over 90 days
due nor Less than but less than
Total impaired 90 days 1 year
I @ 90 H I L
st TERE HR90H BLR—F
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FHET FET
31 December 2019 —T-NEF
+-A=+—H 102,122 97,525 4,597 =
31 July 2018 —Z-)\FtHA=+—H 97,580 82,467 13,622 1,491

Trade and bills receivables that are neither past due nor impaired
relate to a wide range of customers for whom there is no recent
history of default.

Trade and bills receivables that are past due but not impaired relate
to a number of independent customers that have a good track
payment record with the Group. Based on past experience,
management believes that no allowance for doubtful debts is
necessary in respect of these balances as there has not been a
significant change in credit quality and the balances are still
considered fully recoverable.

Included in trade and other receivables are the following amounts in
currencies other than the functional currency of the relevant group
entity to which they relate:

uss E
NTD e

3 8 280 HA 7 458 O A B W B 3 Bl R I B LR
SBET Y B R GCENZ BT AR

B 381 HI{B 30 SR (E A FE U 5 BR K I R R
SRREAREEZ 2B RN RSB L
EFPEM - REBBELR BREEEER
W E KRB B M AR AR R A AR
BEEEREBAN LT ERIELRER
o

JEWUE 5 B 3 B2 EL Ath R W R TR B35 T 31 BA

HEASEERNEEEUIINEEIIE
B SRR

31 December 31 July

2019 2018

—g2-hr% [ =2 &

+=A=+—H +A=+—H

‘000 ‘000

Fr TIT

4,234 7,708

53,546 915

Included in prepayments, deposits and other receivables was
approximately HK$48,450,000 of loan receivables granted to
independent third parties, carrying interests of 6% to 15%, unsecured
and recoverable in one year.

BRHIE EeREMERFERERT
BN S = 5 2 FEUUE 54 48,450,000 4 TT -
BRI EEEISEF LS - EEIPRATR—
FAUgE o

X% KW ERAR AT
—znerm | A7
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29.

178

NON-CURRENT ASSETS CLASSIFIED AS HELD FOR
SALE

During the year ended 31 July 2018, the Group has entered into an
agency agreement with an independent third party, J& & 5 /& RE AN
BELLARAR (Y28, pursuant to which Y8F2/& has
agreed to underwrite the purchase of the properties from the Group
at a total cash consideration of approximately HK$292,600,000. As at
31 July 2018, certain units are remain unsold and expected to be
sold within one year. The carrying amount of such unsold units of
approximately HK$21,214,000 has been presented as non-current
assets classified as held for sale as at 31 July 2018.

During the period ended 31 December 2019, all of the remaining
units had been sold.

At the end of the reporting period, the major classes of non-current
assets classified as held for sale are as follows:

29. FHEEFHHEHENFRDEE

BHE—_Z—\FtA=1t—HLEFE &
SEEBEHEBYE=HEmZBEMNEEL
LBERAR(NEEZE DI ZRERE -
Bl SEZBEREREEASERE
B - BIRER(ER#%9292,600,00078 7T ©
W_EBE—NELA=+—8 BETEMD
RAREEREABER—FALE - RZF
—N\FLtA=1+—"8 BEREEUNE
EE#21214000 8 L EEAD B AFIERS
ERERDEERT -

REBE_Z—-NE+-A=+—HB L8R
AR TEMETEE -

RBERR - 2 BEARBELENERDE
ENTERHMT

31 December 31 July

2019 2018

—E-NF —T-)\F

+=A=+—H +tA=+—H

HK$'000 HK$'000

FET FHAT

At 1 August ®AR—H 21,214 11,022
Disposal k== (20,993) (11,022)
Transfer from property, plant and equipment  E# B %% - BE M&E - 9,281
Transfer from prepaid lease payments A ENHEENRIE - 12,862
Exchange realignment FE H (221) (929)
At 31 December and 31 July Wt+—A=+—HBKtA=+—8 - 21,214

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019
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HELD-FOR-TRADING INVESTMENTS 30. FHFRERE
31 December 31 July
2019 2018
—E-hEF —T-N\F
+=ZA=+—H +tA=+—H
HK$’000 HK$'000
TR FHETT
Equity securities at quoted market prices A FE S (ETIHHRE)
— listed in Hong Kong —REBLET 106 104
— listed outside Hong Kong — REBEIIN T 10 478
116 582
Held-for-trading investments are classified as financial assets at fair BEEERE IO ERKEATETIRITE
value through profit or loss (“FVTPL") and are determined based on BaRNEE(ZRAFESRTEEEAER
the quoted market bid prices available on the relevant stock BHEemEE URENEIBZESRS
exchange and categories as level 1 under fair value hierarchy. SN M E \REEERGERAT
BERE—E-
BANK BALANCES AND CASH 31. |ITHBREHAS

At 31 December 2019 and 31 July 2018, bank balances and cash held
by the Group at prevailing market rates. The maturities of bank
balances and bank deposits are within three months.

Bank balances and bank deposits carry interest at average market
rates of 1.05% (2018: 0.53%) per annum.

At 31 December 2019, conversion of the Group’s bank balances and
cash denominated in RMB amounted to approximately
RMB30,723,000 (equivalent to approximately HK$34,103,000) (2018:
RMB102,651,000 (equivalent to approximately HK$118,049,000)) into
foreign currencies is subject to the PRC's Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations.

RZZE—AFE+_A=+—BE=_ZF—N
FLA=+—H ROEBERAEEFE
REMMIGMNETERNRS - RITAERK
RITFEFRN=EARDIE -

RITHEBRIRITERIRI0E(ZE—\F :
053 [F) K MIHFFERGTB o

R-E—NF+-_A=+—8" EAX&EH
UARBAENRITEHERESOARE
30,723,000 7T ( #8E 7R 49 34,103,000/ ) (=
T—N\F: AR 1026510007 (FHE R4
118,049,000 7T ) ) 5, ¥ /& HNEE 78 =2 B Hh
[EEIRIEH MMM SERMNEEERTE
FTRR ©

REREZERARLE
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31. BANKBALANCES AND CASH (Continued)

32.

Included in bank balances and cash are the following amounts in
currencies other than the functional currency of the relevant group
entity to which they relate:

%57
BT
AE
N
AR

31. BTRBRAR (@)

RITEHRLASBRETIINEREEER

MREER AN BRI EN SR

31 December
2019
—E-NIF
t+t=A=t+-H
‘000

F

4,656
124
228
112

13,362

5013
5

228
227
13,241

TRADE AND OTHER PAYABLES

32. ERAZERRAMESREA

31 December

2019

ZE-AF

t=A=+—-H

HK$’000

FHET
Trade and bills payables N E SRR EMNEE 42,027 33,308
Accrued expenses FEEtR X 41,210 28314
Other payables H i e IE 26,088 9,689
Other tax payables Hin A FIE 18,077 10,059
Contract liabilities/Deposits received SRR Blirse 5,002 8,527
90,377 56,589
132,404 89,897
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32. TRADE AND OTHER PAYABLES (Continued) 32. EAESERRAMEBAREZ)
An aged analysis of trade and bills payables based on the invoice RBERR - BNESERRENRERIE
date at the end of the reporting period is as follows: EEHPNRRITEIAT

31 December

2019
—E-RF
+=A=+—-AH
HK$’000
FHER
Within 1 month or on demand — B A AHIRERKEERE 11,153 15,951
More than 1 month but less than 3 months ~ —f{E A LA HEAR=1EH 20,263 15,325
More than 3 months but less than 12 months =1 B A FHEA R+ =18 A 8,736 403
More than 12 months @A E 1,875 1,629
42,027 33,308
The average credit period on purchases of goods is ranging from 30 BEEERNTHEEHNT0EEDH -
to 90 days. The Group has financial risk management policies in REE R AU EREIRBE - UHRAT
place to ensure that all payables are settled within the credit BEREANRIEAHNEERRZA
timeframe.
Included in trade and other payables are the following amounts FES B 5 BR 50 B B Ath JE A5 FRIE B4F T 51 BA
denominated in currencies other than the functional currency of the HEASEERNEEE NI EETIE
relevant group entity to which they relate: &

31 December
2019
—E-NF
+=ZA=+—8
'000

Tt

uss e 39 335
JPY = 9,133 =
NTD e 389 133
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33. SECURED BANK BORROWINGS 33. AIEHMITER

31 December

2019
—E-NF
+=A=+-8
HK$’000
FHERT
Carrying amount of bank borrowings that are  fB7B1% & S sl 1A 57 &5 B K 42
not repayable on demand or within one year —FREERIRITERIEAE
from the end of the reporting period but: I -
— repayable on demand due to breach of ~ — FEREREZLMBIRE K
loan covenants (note) 8% (Misk) 197,580 273,700
— contain a repayment on demand clause — SHIREREEBIER 78,770 48,905
Amounts classified as current liabilities A ARE A BERRIE 276,350 322,605
Amount as non-current liabilities JEmB A ERIE 3,330 -
279,680 322,605
Carrying amounts repayable JEEERREE
(based on scheduled repayment dates (ERER W EENTE
set out in the loan agreements): ERBEH) -
Within one year —FE R 123,170 83,405
More than one year but not exceeding —FUEETBAME
WO years 51,060 34,500
More than two years but not exceeding M LA LB EBR A F
five years 105,450 155,250
More than five years AEFE - 49,450
279,680 322,605
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33. SECURED BANK BORROWINGS (Continued)

Note: As at 31 December 2019, a bank borrowing of approximately
HKS$197,580,000 were secured with certain properties, which were
disposed of in prior year. The Group has breached the bank covenant.
Reference to the respective bank borrowing and pledge asset
agreements entered into between the Group and the bank, the bank
has the right to demand for immediate payment. The bank borrowing
has been therefore classified as a current liability as at 31 December
2019. Subsequent to the end of reporting period and up to the date
of the approval of the consolidated financial statements, the Group is
negotiating with the relevant bank on restructuring the respective
borrowing based on the secured sold and unsold properties. During
the period ended 31 December 2019, no action has been taken by the
relevant bank to demand immediate repayment of the portion of
bank borrowing relating to the secured unsold properties.

Up to the date of the issuance of the consolidated financial
statements, the management of the Group considered that the
aforementioned bank borrowing will not be demanded for immediate
payment based on the negotiation with the bank.

During the period ended 31 December 2019, the Group obtained
new loans in amount of approximately HK$33,195,000 and will be
repayable ranged from 2020 to 2022 (2018: HK$16,000,000 and will
be repayable within one year).

The effective interest rates on the Group’s bank borrowings ranged
from 2.79% to 7.80% (2018: 3.03% to 7.80%) per annum.

As at 31 December 2019, land and buildings located in Hong Kong
under medium-term leases with carrying value of approximately
HKS$4,486,000 (2018: HKS$6,411,000) have been pledged to secure
banking facilities granted to the Group.

As at 31 December 2019, land and buildings and prepaid lease
payments located in Hainan, the PRC under medium-term leases
with carrying value of approximately HK$80,870,000 (2018:
HK$86,310,000) and HKS$113,209,000 (2018: HK$119,191,000)
respectively, have been pledged to secure bank borrowings granted
to the Group.

As at 31 December 2019, investment properties and prepaid lease
payments located in Huzhou, the PRC with fair value of
approximately HK$87,191,000 (2018: HK$86,310,000) and carrying
value of approximately HKS$1,531,000 (2018: HK$119,191,000)
respectively, have been pledged to secure bank borrowings granted
to the Group.

33. FEMETERE)

Bfst - RZBE—NAE+=RA=+—8 - $f7EX
#9197,580,000 78 7T Y LA & T ) S VE 1R -
MEBYECRBEFEELE - XEED
ERIRITRY o KR A EBEEITR] L
WBRBTIERREER TR - ZIET
BRERIEAFR - Bt - R=ZZ—L&F
+=ZA=1+—R8 " RITEREDBEELH
BE RBEHREREZELRETE
HwERBH  AEBEFEBBRITHERE
BHDERREMESHEBETETE
BeBET—NF+-A=+—HIH
- FRRERTT I SR BT R4 T8 Z SRk B
BEEEAREMENRITERIDD °

BETBGRAVBHRERAY  AEEERE
ERR  ERERITHER - LRITE
BT EW BRI

BE_Z—-hF+-_A=1+—H 15[ -
TN 2 BV 1S 5 B 3K 49 33,195,000 76 7T K2 A5 B
R-Z_ZFE_Z-_FHEHE(CZT-N
F 1 16,000,00078 T R ER—FAREE) o

AEBERTEZRNEREMENF279E
E780EB(ZZE—N\F :303EE780F) °

R-ZT—AE+_A=+—8 EEEY
4,486,000 7T (ZZF — )\ : 6411,000/87T)
NAEBREFHAEHEN L EET
BEFEE - EAXSEMERRITEED
R -

RZZE—NEFE+-_A=+—80 EEES
711%780,870,0007% 7t (= F — /\ £ : 86,310,000
BT ) 1132090008 w( =& — N\ &F:
119,191,000 7T ) Az 7A R B8 R AR 15 -0 3
MERFAN T REFURBANEEHRIE
BETHER  EARSEMERRITERD
R

R-ZT—AE+_A=+—8 2FEY
87,191,000/ 7T (= & — J\ £ : 86,310,000
TC) 2RI BTN B9 B Y 2 M EREE LY
1,531,000 7L (= ZF — J\ £ : 119,191,000
o) ZFENBEFED FKF - (EALAEH
FRERERITiE SR LR ©

KEREERARLF
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33. SECURED BANK BORROWINGS (Continued) 33. BFEMRITHERZ)
Included in secured bank borrowings are the following amounts BEBBITERRETIAEREEEE
denominated in a currency other than the functional currency of the H R BB LN BB DIER S5 ¢

relevant group entity to which they relate:

31 December

2019
=E-NF
t=A=+—-H
‘000
Fr
Us$ XTT 6,619 3,300
34. SHARE CAPITAL 34. BBE
Authorised and issued share capital EERDBITRA

31 December 31 December
2019 2019

HK$’000
TR
Ordinary shares of HK$0.1 each BREE BT R
Authorised: EE
At beginning and end of the year RETNRER 20,000,000 20,000,000 2,000,000 2,000,000
Issued and fully paid: ERARBHR:

At beginning and end of the year RENRER 871,178 871,178 87,118 87,118
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DEFERRED INCOME i SE T A
31 December 31 July
2019 2018
—E-hF —T-)\F
+=A=+—H +tA=+—H
HK$’000 HK$'000
FET FAT
1 August BRAA—H 3,453 3614
Exchange realignment b 5, A B (115) 7
Credited to profit or loss st A8z (226) (168)
At 31 December and 31 July R+—A=+—HEKtA=+—H 3,112 3,453

In 2009, the Group received a government grant (“Grant A") of
approximately HK$1,049,000 from #MT M EBEFREREEZ S
& for the acquisition of prepaid lease payments. The amount is
recognised as other income over the unexpired lease term of
prepaid lease payments. During the period ended 31 December
2019, deferred income of approximately HK$32,000 (2018:
HK$24,000) has been recognised for Grant A in the consolidated
statement of profit or loss.

In 2013, the Group received a government grant (“Grant B”) of
approximately HK$2,962,000 from R EIE2FETF for the
development of high resolution flexible circuit board technology.
During the period ended 31 December 2019, deferred income of
approximately HK$194,000 (2018: HK$144,000) has been recognised
for Grant B in the consolidated statement of profit or loss.

RZZETNE  AEERBABRNSHEHER
Iﬁukilj/}ﬁ/l/ﬁﬂm,z&/gﬁgkliE@;AE/D
FRBEA@EEE ([fmBe R 1) 41,049,000
B e 2 BN EMBEFENKRERE
HANBEREEMRA - BHE-_FT—NLF
+—A=+—HLLHME ERGEEEBRER
A B B) < BRI SR JE U A %Y 32,0008 7T
(ZZT— )\ : 2400078 7C) °

R-BE—=F AEBRERSHHRZT
MEERZITRE REMREBRTES T
4929620008 TH B FEMS((#HE 2
) BE-Z—hAhE+-_A=+—81t
HARS - IEEUL A 49194,00008 T (—ZF — N\
F 1 144,000/ 70) ERLA BN S LR ERE B
FIER o

KEREERARLF
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36. DEFERRED TAX LIABILITIES 36. EBIERFAR
The followings are the major deferred tax (assets) liabilities RERRBEFEDHERANEERERE
recognised and movements thereof during the current and prior (BE)BBEREZFHNT :
years:

At 1 August 2017 R=F—+tFN\A—-A 161 266 (260) 10,176 (904) 9433
Exchange realignment EHAR 2 - - 1) Q) (90)
(Credited) charged to MBS GEA) 3%

profit or oss (Note 13) (Hiat13) (139) - = 800 ) 704
Charged to other REM2ERAR R

comprehensive income - - - 1,39 - 1,39
At31July 2018 R=E-N\EtA=t-H 25 266 (260) 12,281 (863) 11443
Exchange realignment [ 5 % = = = (460) (1) (461)
(Credited) charged to M (GEA) B

profit or loss - - - 3715 - 3715
Charged to other REfZERAR

comprehensive income Bl = - - (893) 56 (837)
At31 December 2019 RZB-NF

+-A=+—H 25 266 (260) 14,643 (808) 13,860

Under the EIT Law, withholding tax is imposed on dividends declared BECEMERE  PENBARA-E
in respect of profits earned by the PRC subsidiaries from 1 January T N\F—A—BRARAMEE S IRARK
2008 onwards. Deferred taxation has not been provided for in the E@#MIENT - AEEWERERE BB
consolidated financial statements in respect of temporary differences BERPHPENRE R FERAEES
attributable to the profits of the PRC subsidiaries amounting to M 2= BB 4 2,824,000 8 7T (Z T — )\ -
approximately HK$2,824,000 (2018: HK$2,824,000) as the Group is 2,824,000 7T) SHRIBERIBRE A - REAR
able to control the timing of the reversal of the temporary 7N ER B BE S0 1 o) 485 [0 B AR 1 ZE EE A REfE -
differences and it is probable that the temporary differences will not BZEEREZE DAL AT B A% ok 3

reverse in the foreseeable future. [B] o
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DEFERRED TAX LIABILITIES (Continued) 36. RERFRAR &)
At the end of the reporting period, the Group has unused tax losses RBEEHR AEBEHARDAHRE
of approximately HK$414,271,795 (2018: HK$392,147,000) available BB 04271758 T( ZF — N\ F:
for offset against future profits. No deferred tax asset has been 392,147,000 7T) + AIERESEARACHF] o R
recognised in respect of the losses due to the unpredictability of REETEFTARZEFN - BIESEERRT
future profit streams. HIBEE °
As at 31 December 2019 and 31 July 2018, no deferred tax asset has RZZE-—NAF+A=+—BAKZ=ZZ—N
been recognised in relation to deductible temporary differences of FEtA=1T—8 BRTKRAEEERN
HK$687,000 (2018: HK$687,000) derived from property, plant and i ) T] B A B AT H0 R0 BT B 14 2 B8 687,000 7
equipment and trade and other receivables in Hong Kong as it is not TL(ZZF—/\F : 6870007 70) #iH - FH Lt
probable that taxable profits will be available against which the WEBER BB ZWME - BB NFEAKRE
deductible temporary differences can be utilised. W 5 B 3R K% L At g U 3R TH 2 A A BT HDR
T R RRERIEAE -
RECONCILIATION OF LIABILITIES ARISING FROM 37. MEETDHELENARHE
FINANCING ACTIVITIES
The table below details changes in the Group's liabilities arising from TERFAGHAESEREEDEEREDN
financing activities, including both cash and non-cash changes. 28 pREHEeKIFHRcEH - @EED
Liabilities arising from financing activities are those for which cash EENEERREMNEBELIARKR RN
flows were, or future cash flows will be, classified in the consolidated EREgNGERERERDELAMETD
statement of cash flows as cash flows from financing activities. EERERENEE -
Non-cash
changes
31July Financing Exchange Finance costs 31 December
2018 cashflow  adjustment incurred 2019
FReEH —ZT-NF
—E-N\F BELEN +=A
tA=t—-B RMERLRE ERAZ RERA Er=
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
T AT T THT THT
Bank borrowings RITER 322,605 (33,405) (9,520) = 279,680
Interest payables (included in trade ERFEGIABS K
and other payables) H iR FUR) 2457 (29.932) (46) 28322 801
325,062 (63,337) (9,566) 28,322 280,481
MAJOR NON-CASH TRANSACTION 38. EEHBERH

During the year ended 31 July 2018, one of AFS financial assets
declared and distributed a final dividend in form of the scrip
dividend to the Group. The Group obtained 16,447 shares with a fair
value of approximately HK$77,000.

BE—_Z—\FtA=1+—BHItFE —
BRI fHESMEERUIBREEARA
EEEREDRAHARKE - REEESA
F{EXY 77,000 S TT 8 16,447 B AR AD

REREZERARLE
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39. ACQUISITIONS OF A SUBSIDIARY

188

(a)

Acquisition of a subsidiary for the period ended 31
December 2019

On 20 November 2019, the Group entered into sales and
purchase agreement for acquisition of the entire equity
interest of Life Spring (Sanya) Health Industry Investment Co,,
Ltd. (collectively the “Life Spring”) with cash consideration of
approximately HK$11,100,000. Life Spring is mainly engaged in
healthcare services in the PRC.

The following table summarises the consideration paid for the
acquisition and the amounts of assets acquired and liabilities
assumed at the date of acquisition.

39. iE—RIMELAT

(a)

RBE=B—AEFE+=A=+—
Fl 1L 58P A — A 2

RZZE-NF+—A=1+H  x5E
FVEEHMBEUAKRBERED
11,100,000 % 7T Y2 & Life Spring (Sanya)
Health Industry Investment Co,, Ltd. ( &t
18 [ Life Spring|) & 2> 3B I A8 4 %5 ©
Life Spring = Z A H Bl E R ZARTS -

TREAN YRS B B B IR
BRAAIEEEN S BRIARFAER
BfE-

HK$'000
FHTT
Recognised amounts of identifiable FTUR S rl s 51 & B R T R B B A
assets acquired and liabilities assumed: RS -
Properties, plant and equipment ME - BERZE 3,301
Other receivables H b pE U k1A 18
Bank balances and cash RITHER LI ® 1,002
Trade and other payables FERTE 5 8RR I B b JE AT 3B (597)
Income tax payables FERT TS B (632)
3,092
Add: Goodwill arising from the acquisition e WEE AR S 8,008
Total consideration BRE 11,100
Net cash inflow arising on the acquisition: WEBEENRESRAFE:
Cash consideration HeRE (11,100)
Less: Bank balances and cash acquired B FTERNRITESREE S (1,002)
Net cash outflow respect of the acquisition BANENIRE SR F5E 10,098

During the period ended 31 December 2019, Life Spring
contributed HKSNil to the Group's revenue since acquisition.
The Group's profit in the consolidated income statement for
the period ended 31 December 2019 included a loss of
approximately HK$ 15,000 contributed by Life Spring after the
date of the acquisition.

TA YANG GROUP HOLDINGS LIMITED
ANNUAL REPORT 2019

BE_ZT—NEF+-_A=+—HIH
fEl - Life Spring B W 88 LA 2R [A) A & [
BB EEB T - BEZT—NF
+-A=+—H1EHE - AEBERE
& W a3k A B i A B 3E Life Spring 7Y
IBE H B BB BB 401500078 7T ©
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DISPOSAL OF SUBSIDIARIES

Yunnan Dayang Zizai Hotel Management Company Limited
(the “Dayang Zizai") with cash consideration of approximately

40. HH ek E 2T

(@ On 13 August 2018, the Group disposed of its subsidiary, @ RZE-—NFNA+=H xEE

I 4 R(B 41,150,000 7 7T H & H KB
AREMAFEEBREEERRAR

HK$1,150,000. (TRFBED -
(b) On 20 August 2018, the Group disposed of its subsidiary, b)) RZE-—NFNAZ+H xEE

Hainan Zizaijuju Apartment Management Company Limited
("Hainan Zizai") with cash consideration of approximately

HK$2,300,000.

The aggregate net assets of Dayang Zizai and Hainan Zizai at the

date of disposal were as follows:

(FEmaEl -

FRERFEIT

I 4 B 492,300,000 7 7T & H KB
AR SEEEREABEEERAR

REERH RFBEREBHAENEE

HK$'000
FET
Analysis of assets and liabilities over REZFIENEERBBEDN
which control was lost:
Bank balances and cash RITHEHREIR 279
Other payables Hh e FRIE (3,968)
Non-controlling interests eI e A 3,504
Net liabilities disposed of EHEMNAEEHE (185)
Gain on disposal of a subsidiary: o — R B B 2 R Y W&
Consideration received ERE 3,450
Net liabilities disposed of EHENAETE 185
Gain on disposal o= W as 3,635
Net cash outflow arising on disposal: HENE SR FEE
Cash consideration RENRE 3,450
Bank balances and cash disposed of EHEMNRITERKERS (279)
3,171
KESEZRBRBRAFE 189

—E-NEFR
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FORTHE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZE—=F

—NEFE+ZA=+—HIETEEA

41. RELATED PARTY TRANSACTIONS RESFXH
(@)  Other than disclosed elsewhere in the consolidated financial (@) MBRGEFBRRBITHEESEIN B

statements, the Group entered into the following transactions
with related parties during the year:

SS1E)F (Note i)

R (Mati)

Ms. Shi Qi
MEFE 2+

Notes:

Sales of rubber keypads
HEWBIRS

Purchase of rubber keypads
BEYBRE

Rental expense

HERX

(i) EREE{E)F is an associate of the Group which is disposed in

August 2017.

(if) These transactions were carried out at terms determined and
agreed by the Group and the respective related party.

(b) Compensation of key management personnel (b)

The remuneration of directors of the Company and other
members of key management during the period is as follows:

Short-term benefits
Post-employment benefits

AR A
BERIR AR T

TN AKERBESFINATR
5

31 December

2019
—2-nE
+=A=+-8
HK$’000
FHTL

- 180

- 1,139

517 329

() REEFRAEHEOH-—HBER
AR tFN\AHE-

(i)  ZHEXRZTRANEEEERET
ETE B 5 FE MO IR BT ©

TEEE A SR
REIAR - RRREERAMEEER
R EMHF BT

Seventeen
months

ended

31 December
2019
BE-Z=—N#%F
t=A=+—-8H
IE++@EA
HK$’000
FET

16,785 10,790
140 60

16,925 10,850

uneratlon of directors of the Company and key

RATEEBEEFHAROHB
BFIE F A0S AR ALE
RS ER TR -
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

42. CAPITAL COMMITMENTS 42, BEKIE
31 December
2019
—E—NF
+=A=+-8
HK$’000
FHERT
Capital expenditure contracted for but T EIBERE FTAME R R
not provided for in the consolidated RERE ISR R B R
financial statements in respect of: BEARMAY :
— Acquisition of property, plant and — Y - RE RERE
equipment 1,784 2,782
— Acquisition of land use rights — Ul i A4 - 2,856
1,784 5,638
43. COMMITMENTS UNDER OPERATING LEASES 43. EEHEKIE
The Group as lessor AEBEREHEA

Property rental income earned during the period is approximately
HK$5,172,000 (2018: HK$8,041,000). The investment properties held
have committed tenants for the next year.

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

Within one year —FR

B BREX Y ) 2 WA 49 A 5,172,000 78
TT(=ZF— )\ : 8041,0008 7T ) ° A%
EMERRFEEHEAM -

RIBEHA - AEE DB THRRRIER
SRS TH) -

31 December
2019
—E-NF
+=A=+—H
HK$'000
FHERT

1,170 1,183

In the second to fifth year inclusive E_EZENF (FARMEBREEN) 196 438

After five years AEFE

67 236

1,433 1,857
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43. COMMITMENTS UNDER OPERATING LEASES
(Continued)

The Group as lessee

The Group leases a number of properties under operating leases for
its factories, offices and staff quarters. The leases were negotiated for
terms ranging from one to five years, with the options to renew the
leases when all terms are renegotiated. None of the leases includes
contingent rentals.

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating
leases which fall due as follows:

Land and buildings: T RAEF
Within one year —FR

43. EEHAERIE @

REBEREBEA

AEERBEEHEREE T ERAER
B BWRAERBIRESE ZFHENKH
BERNF-E=RF  WABEREER
ESMAGRROAENREE - ZSHEMR
EeRIAEE -

RIBERR - NEBRBET AT BELCEHA
EARTHHEIHSZFORRRERE
SREAPEDT

31 December
2019
—E-AE
+=A=+-8
HK$’000
FERT

5,424 6,243

In the second to fifth year inclusive F_EZFRF (EEMFRELEN) 3,521 2,543

8,945 8,786
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —Z—AF+-_A=+—Hit+t@A

44. STATEMENT OF FINANCIAL POSITION OF THE

44, ELFIHMBERAE

COMPANY
31 December
2019
—E-hF
+=B=+—H
HK$’000
FHET
Non-current assets EREEE
Plant and equipment R K R 446 139
Investment in a subsidiary R—REIH B A RHIEE 124,149 124,149
124,595 124,288
Current assets MENEE
Other receivables H b pE U FRIE 2,136 967
Amounts due from subsidiaries AN NG O] (a) 92,068 79,878
Bank balances and cash RITEHR RIS 1,976 1,701
96,180 82,546
Current liabilities nEEE
Other payables H b fEAS /I8 3,274 2,573
Amounts due to subsidiaries FERTH B A B FRIE @ 116,589 36,744
119,863 39,317
Net current (liabilities)/assets TE(BE) /BEFE (23,683) 43,229
Total assets less current liabilities BEALBRLIEEE 100,912 167,517
Capital and reserves BRI
Share capital (&N 87,118 87,118
Reserves E (b) 13,794 80,399
Total equity SRz 100,912 167,517
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

44, STATEMENT OF FINANCIAL POSITION OF THE 44, EAFIMMBRAE &)
COMPANY (Continued)
(@) Amounts due from (to) subsidiaries @@ FEU (FEA) M A BIFIE
The amounts are unsecured, non-interest bearing and ERARIERAEER  £ERRERE
repayable on demand. & e
(b) Reserves (b) fEE

At 1 August 2017 K-Z—+E\A—H 744,710 (641,165) 2,420 105,965
Total comprehensive expenses 4 A2 [ B Sz 42 %8

for the year - (25,566) - (25,566)
At 31 July 2018 and RZE-NFLA=+—H

1 August 2018 k=ZZF—-N\ENA—H 744,710 (666,731) 2420 80,399
Total comprehensive expenses HAA1 2 E % 4258

for the period - (66,605) - (66,605)
At 31 December 2019 R-ZE—NF

+=ZA=+—~ 744,710 (733,336) 2420 13,794




45.

PRINCIPAL SUBSIDIARIES

Details of the principal subsidiaries held by the Company at the end
of the reporting periods are as follows:

Name of subsidiary

HELRER

Ta Yang Sticone Rubber Industrial
Company Limited
AEYEBIRERAT

(Chief Ocean Limited
WHARAR

Ta Yang Medical Investment Limited
(Ta Yang Medical’)

AHBERABRAR
(TR*E%))

Ta Yang Group Limited

REEERRAR

Top View Investment Holdings Limited
REREBRARAR

Ta Yang Group (Macao Commercial
Offshore) Limited

AFEE(RMEREERR)
BRAR

Dongguan Ta Yang Siicone Rubber
Industrial Company Limited

RERFYBRRARAT

Huzhou Ta Yang Electronic Technology
Company Limited
HHRFETHEERAR

Dongguan Tay Yang Rubber Plastic
Industrial Company Limited

REFHEAURARAT

Dongguan Tai Yang Rubboer Plastic
Industrial Company Limited
('Dongguan Tai Yang)

RENFBERRERAT
([75R%)

Notes to the Consolidated Financial Statements
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

45, EERBLAT
RBREBRR  ARAFENEEMNE AR
FEET
Place of incorporation/ Attributable equity
establishment (Class of shares held Issued share capital/registered capital interest of the Group Principal activities
HRAL/ AL FEROER BRRA/ERER FEERGRARE IEEH
31 December 31 July 31 December 31 July
2019 2018 2019 2018
“E-E EN\F “EF EN\F
TZA=1-H tA=1+-H TZR=1-H th=1-H
Hong Kong Ordinary shares HK$1,000,000 HK$1,000,000 100% 100%  Trading of siicone
Tubber
Bt Rk 1,000,000 %7 1000000787 100% 0% EEVE
Hong Kong Ordinary shares HKS1 HKST 100% 100%  Provision of
management services
£ LRk 187 BT 100% 100% REEERE
Hong Kong Ordinary shares HK$20,000,000 HK$20,000,000 100% 100%  Investrents holding
& EER 20,000,000 %7 200000007 100% 100% REZR
B Ordinary shares 11,930,811 shares of 11930811 shares of 100% 100%  Investrents holding
US$1 each USS1T each
ABRAES LRk M30811REREE 11930811 REKEE 100% 100% REER
[ES:L B3l
BV Ordinary shares 1share of US$1 each 1 share of US$1 each 100% 100%  Investments holding
ABRAES EER REEVZANRGE  IREEIETORG 100% 100% REZR
MSAR Ordinary shares 1 share of 1 share of MOP 100% 100%  Trading of siicone
MOP100,000 each 100000 each Tubber
BFIRE Rk 1REE100000%5% 1 REE 100000 100% 0% EEYER
L) RFBERIA
The PRC Contributed capital HK$86,000,000 HK$86,000,000 100% 100%  Manufacturing of
(noteii) (A& i) silicone rubber
e BARK 86,000,000 7 860000007 100% 0% BEYE
The PRC Contributed capital U$$38,000,000 US$38,000000 100% 100%  Manufacturing of
(notei) (Hatiii) silicone rubber
e NS 38,000,000 3800000070 100% 0% EEPE
The PRC Contributed capital N/A (noteii) N/A (noteii) 100% 100%  De-egistered
(noteii) (A& i)
hE N7 TER(Ki) TEA (Witi) 100% 0 TEEx
The PRC Contributed capital HK$130,000,000 HK$70,000,000 100% 100%  Manufacturing of
(noteii) (A& ii) siicone rubber
ko] NS 130,000,000/ 7 70000000787 100% 0% BEYR
KEEEZBEARATE

—_FNFER

195
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 HE —ZT—AF+-_A=+—8i1-++t@A

45. PRINCIPAL SUBSIDIARIES (Continued)

45. EEMBLT (&)

31 December
2019
ZE-0F
t2h=t-8
Ak (BE) BREZZBARAA The PRC Contributed capita RMB150,000,000
(noteii) (i)
A (50 RREZERARAR e L UNT AEH150,000,000 7
—BAGFEEERAR The PRC Contriouted capital RMB50,000,000
(noteii) (Ai&Ei)
“BEBREERRAR e N7 ARE50,000,0007
Notes:

(i) The above table lists the subsidiaries of the Group which, in the
opinion of the directors of the Company, principally affect the results
or assets of the Group. To give details of other subsidiaries would, in
the opinion of the directors of the Company, result in particulars of
excessive length.

(i) The subsidiaries have been deregistered during the year.

(i) The subsidiaries are wholly-owned foreign enterprise.

31 December
2019
Z2-1E
t2h=t-8
RMB150000,000 100% 100%  Healthcare service
ARH1500000007C 100% 0% EERERK
RMB50,000,000 100% 100%  Hotel service
ARE 5000000070 100% 100 BERE
Wit -
0] ERIFARDAEERREEZEAREE

FESBENAEBNBRR - ARAE
BRI EMMB AR BN S ERRFIE
BRI °
@i  FA- ZEMBRAISHUBRED -

(i) ZEMBRRARIIGBEEDLE -




46.
(a)

Notes to the Consolidated Financial Statements
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FOR THE SEVENTEEN MONTHS ENDED 31 DECEMBER 2019 #HZ - T — NF+_B=+—HIt++t@A

EVENT AFTER THE REPORTING PERIOD

On 11 May 2020, Ta Yang Medical Investment Limited, a
wholly-owned subsidiary of the Group entered into sales and
purchases agreement for disposal of the entire equity interest
in KAFCEEREEXERBMR AT (TaYang (Hainan)
Health Industry Development Limited) (“Disposal”) at the
consideration of RMB66,961,600 (equivalent to approximately
HKS$73,657,760) in cash. Details of the Disposal are set out in
the Company’s announcement dated 11 May 2020.

Outbreak of novel coronavirus disease (“COVID-19")

An outbreak of COVID-19 erupted and rapidly spread across
the globe subsequent to the period. A number of provinces
and municipalities in the PRC have taken emergency public
health measures and various actions to prevent the spread of
the COVID-19, including the postponement of work
resumption by the local government after the Chinese New
Year Holidays. The aforesaid prevention measures interrupted
the Group's production capacity and schedule and certain
employees were not able to report for duties due to (i) the
suspension or limited service of transportation facilities in
certain areas; or (i) the implementation of 14-day mandatory
quarantine measures. The prevention measures also adversely
affected the supply chain logistics and the Group experienced
delay in the supply of raw materials from its suppliers. Further,
the outbreak of the COVID-19 significantly reduced consumer
spending, and hence, retail sales of consumer goods were
adversely affected.

On 10 February 2020, the Group’s production facilities
gradually resumed production after two weeks' production
halt. The Directors believe that the outbreak of the COVID-19
would significantly impact the global consumer market. The
Group's production volume and customer demand for the first
half of 2020 may also decline due to the aforesaid reasons. The
Group will pay close attention to the development of the
COVID-19 outbreak and continuously manage relevant
resources and adjust its purchase and production activities in
a timely manner to mitigate the adverse impact.

As at the date of this report, the Group’s production facilities
have already resumed full production and the Group is
working closely with its employees, suppliers and customers
to mitigate the adverse impact arising from the outbreak of
the COVID-19. The Group will make further announcements as
and when appropriate pursuant to the requirements under
the Listing Rules.

46. MEMEER

(a)

RZZE-_ZFRA+—H  AEEZ
BB RARXFBEEIRERR ARG
VEEHZEUNESREBEARE
66,961,600 7T ( 18 & 7 #973,657,760 7%
THERKF(SE) BREXER
ER A Az 2t ([HEEE] -
HESEFBERAARIABAZT
—EFERA+—RBZRE -

FARBARFEI AL (TCOVID-19])
JR 3%

Hif& COVID-19 & 1B/R 3 - WE 2 IRk
REE - FRZEEMERNZEEZA
HEERME  WHRIRE BT AR LE
COVID-19M){E#E - BIEREBEF TR E
BEMBTHEET - LT EE
RET T AEEMERRTEE BET
EEE()E THERBHREG(EHE
RHBERER : () EHE 14K A
HIRE B fe T AR - FERT A HE IR
HLEEMRELETHEE  MAS
(] A 4 R P R A S (L LSRR o bt
SN+ COVID-19BBERIBR D HEE
o Eit  BERNTEXETRE

@,
g

R-ZZBE-_TF_-A+AH AEENE
EREREEMNAREMEE &%
H{E - COVID- 193 B H 2B B ™
BSEEEATE BHRLELREAE =
TEF ¥ FAEENEERRF
ERINAIBE TR - AEEREBE
COVID-19ORIBER MFEEEEAE
B W RS TAREEE RAEEEE N
ST 2 o

RARERH  AEENEEREE
PHEEE BASEEEREES «#
ERAEREFPEREGE UWREHR
COVID-19/R EMELENTFIFLE -
SESRE ETRA 2 TR ST
BN o

AEEEZEFRAR
—E-NEFR
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Five Years Financial Summary

AFMERE

CONSOLIDATED RESULTS RexE
Seventeen
months
ended
31 December
2019
Bz
ZE-NF
+=ZA=t+—-8H
E++@EA
HK$'000
T
Revenue Wizs 426,242 386,516 400,500 377,160 520,956
Loss for the year FREE (159,382) (72,250) (74,060) (4310) (90,980)
Loss for the year IAFATEEFA
attributable to: &8 -
Owners of the Company AATHEEA (156,335) (71,304) (72,943) (3,756) (86,420)
Non-controlling interests PR RE RS (3,047) (946) (1,117) (554) (4,560)
(159,382) (72,250) (74,060) (4310) (90,980)
CONSOLIDATED ASSETS AND LIABILITIES FeEERAR
As at
31 December
2019
R-E-h&F
+=B=+—-H
HK$'000
THER
Total assets BERE 654,170 567,746 954,503 914,240 804,363
Total liabilities LTt (178,509) (156,584) (510,617) (467,856) (467,443)
Total equity DB 475,661 411,162 443,886 446,384 336,920
Equity attributable to: PAR AT FEAG AR -
Owners of the Company KARHEAA 475,661 410,509 44482 442,173 333,765
Non-controlling interests R R - 653 (396) 4211 3,155

Total equity

EmAE

336,920



“Board”
[EEg]
“Company”

AYNCIH

“connected person(s)”;

“percentage ratio(s)” and

“subsidiary(ies)”

[BBEALIIBEDLER] R

Niai=NGE

“Directors”

[E=%]

"Group”
[R&EHE ]

"HKS”
(7]

“Hong Kong”
(&%

“Latest Practicable Date”
[ K EFRAITTE 8
“Listing Rules”

[ EmAA

"PRC”

[

“RMB’, “Renminbi”
(AR

“SFO”

“Shareholder(s)”
[A&ER ]

“Shares”

[Rsdn |

Definitions

=

the board of Directors of the Company
RRRERE

Ta Yang Group Holdings Limited, a company incorporated in the Cayman Islands
with limited liability, whose Shares are listed on the Main Board of the Stock
Exchange

RASEZERBERAR  —HXRHSHESEMRINBERAT - ERONVER
FrEMR

each has the meaning ascribed to it under the Listing Rules
FEBEAEALTRAET 2 RE

the directors of the Company

ARREF

the Company and its subsidiaries

ARABREKEAR

Hong Kong dollars, the lawful currency of Hong Kong
BT BEAEEHR

Hong Kong Special Administrative Region of the PRC
PEEBRFRITTERR

7 November 2018, being the latest practicable date prior to the dispatch of this
report for the purpose of ascertaining certain information contained herein
“E-N\F+—ALH RBREGTEAASBEEPAHE TERNKRE
ERRAI1T AR

the Rules Governing the Listing of Securities on the Stock Exchange

B X PrRE 5 E AR R

the People’s Republic of China (for the purpose of this report, excluding Hong
Kong, Macau Special Administrative Region and Taiwan)
hEARLAE  RAREME - FREDS  RPIEITRERAE

Renminbi, the lawful currency of the PRC

FEIAEEE AR

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended or supplemented from time to time

BREDIF 571 ERH LB IGH| (B IEHERT AT

holder(s) of the Shares
R FEA A

ordinary shares of HK$0.10 each in the share capital of the Company
AR BN G AR E(E 0.10 78 T AY E iBAR

KEREERARLF
—z nreg | 199



Definitions

“Stock Exchange” The Stock Exchange of Hong Kong Limited

[ B 22 FA B BEBERIMARRIQR

“the year” the year ended 31 July 2018

[FA] ¥ BEZ-\FLtA=+—HILFE

“%" per cent

(%] B Ak

[ Chief Executive Officer, CEO | chief executive officer of the Company

[T A% B ARAITHRER

[ Chairman, Chairlady ] chairman, chairlady of the Board

=S B EFSIF

[ Committee Chairman/Chairlady J chairman chairlady of the relevant Board committees
[ZEE@LF] B HEEEZESIF

[ Model Code ] the Model Code for Securities Transactions by Directors of Listed Issuers stated in

Appendix 10 of the Listing Rules
[RLE<PA ] B EHRAMSE T EMETAERETIFRHNEESFD




RFEEEERARR2A
Ta Yang Group Holdings Limited

Unit AO1, 35th Floor, United Centre

95 Queensway, Admiralty, Hong Kong

BB FEEEBEISTRAA —FO35BA0E
Tel &5 : (852) 3678 5088

Fax B E : (852) 3678 5099

Website #93E  © www.tayang.com
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