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Financial Highlights
MBREE

Year ended Year ended
31 December 31 December
2016 2015
Bz H=
—E—-RE —E—hHHF
t=A=+—-B +ZA=+—H
Key Financial Figures and Ratios FEHHKER KL= IEFE IEFE (Decrease) in
Notes HK$’000 HK$’000 %
k=3 FET FHET  OEP)E S
Performance E4
Revenue W #5 1,785 (27,193) (106.56)%
Loss before taxation BrELRTE 18 (114,413) (812,636) (63.40)%
Loss for the year* FAEE* (114,413) (312,636) (63.40)%
Loss attributable to owners of RAwEHE AELEE
the Company (114,413) (312,636) (63.40)%
Net loss margin FEEEX 7 (6,409.69)% 1,149.69% (7,559.38)%
HK cents HK cents
Per Share Data FRRE R B P
Earnings per share TR &EF
- Basic and Diluted/ —BEAR R EEA (5.64) (18.42)
A Number of shares: R EE -
’000 ‘000
T T &
Weighted average number of HEREKRZFRF
ordinary shares for the purpose ?mFH 2 EmAR ke
of calculating basic earnings (M)
per share (Note) 2,027,039 1,697,213
Note: B & -
The calculation of basic earnings per share for the years ended 31 HE-_ZFT-—R"FR-ZT—AF+ZA=+—AHL

4

December 2016 and 2015 is based on the loss attributable to owners
of the Company for the years and the weighted average number of
shares for the relevant period.

The weighted average of ordinary shares for the purpose of calculating
basic loss per share for the year ended 31 December 2016 have been
adjusted for the effect of placing completed on 27 January 2016, 18
July 2016 and 22 December 2016 respectively (2015: adjusted for the
effect of placing completed on 11 December 2015).

For the years ended 31 December 2016 and 2015, the Company’s
outstanding share options were not included in the calculation of
diluted loss per share because the effect of the Company’s outstanding
share options were anti-dilutive.
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Financial Highlights
5 mE

Year ended Year ended Increase/
31 December 31 December (Decrease)
2016 2015 in
BZE HE
—E-XEF —ET-hF
+=ZB=+—8A +=ZA=+—H
LR LEE NS ORY)
Key Financial Figures and Ratios FEHKERKLE  Notes HK$’000 HK$'000 %
Bt FET FAT Bt
Total assets BERE 207,737 199,852 3.95%
Net assets EEFE 43,747 73,610 (40.57)%
Cash and cash equivalents ReEMBFeEFBEIAE 7,401 8,419 (12.09)%
Liquidity and Gearing RBESREESE
Current ratio mENLE 2 1.3 4.6 (71.74)%
Quick ratio REHEL X 3 1.3 4.6 (71.74%
Gearing ratio BEABELE 4 3.17 1.48 114.19%
HK cents HK cents
Per Share Data sRER A4l B
Net asset value per share SREEFE 5 2.05 4.08 (49.75)%
Net cash per share BRREFHE 6 0.35 0.47 (25.53)%
Notes: Biat -

1.

Net loss margin is calculated by dividing profit for the year by revenue
and multiplying the resulting value by 100%.

Current ratio is calculated by dividing current assets by current
liabilities.
Quick ratio is calculated by dividing current assets (net of work in

progress) by current liabilities.

Gearing ratio is calculated by dividing total debt by total equity. Total
debt comprises promissory notes and interest-bearing other payables.

Net asset value per share is calculated based on the number of
2,132,260,913 shares (2015: 1,802,260,913 shares).

Net cash per share is calculated based on the number of
2,132,260,913 shares (2015: 1,802,260,913 shares).

1. OFERRTYIRF MR AU S BIR100%ET H ©

2. RBLEDRADEERADEENH-

3. BIUXDWABDEE (HMBEKRZKER)RRS

£ a5 -

4. EBEEARBHIRDNREBLERERERTE B
RBBIEALRE A B RN TR

5. BSIREEREIE2,132,260,913 (T —HF:

1,802,260,9130% ) R D &R B 5t & -

6. ERIREFEETIIR2,132,260,9180% (=T — R F:

1,802,260,9130% ) R D LB 7T & -

ERREESHER AT 20165F 3K

5



Chairman’s Statement and Management Discussion and Analysis

TREHREEEEENRNE DN

On behalf of the board of directors (the “Board”) of National Investments
Fund Limited (the “Company”), | am pleased to present the annual
results of the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2016 (the “Review Period”).

The Company is an investment company and the Group is principally
engaged in investments in a diversified portfolio of listed and unlisted
companies.

BUSINESS REVIEW

For the Review Period, the Group’s revenue recorded a net gain
of approximately HK$1,785,000 (for the year ended 31 December
2015 (“Last Corresponding Period”): net loss of approximately
HK$27,193,000). Excluding the net loss of approximately HK$200,000
(Last Corresponding Period: approximately HK$29,776,000)
recorded on the financial assets at fair value through profit or loss
(“FVTPL"), the Group’s revenue decreased by approximately 23.15%
to approximately HK$1,985,000 (Last Corresponding Period:
approximately HK$2,583,000). The proceeds on sales of equity
securities were approximately HK$7,459,000 (Last Corresponding
Period: approximately HK$110,693,000), and the cost of sales were
approximately HK$7,659,000 (Last Corresponding Period: approximately
HK$140,252,000). The net realised loss on financial assets at FVTPL
was therefore approximately HK$200,000 (Last Corresponding Period:
approximately HK$29,559,000). Apart from the net realised loss on
financial assets at FVTPL, no unrealised profit or loss on financial assets
at FVTPL (Last Corresponding Period: unrealised loss on financial assets
at FVTPL of approximately HK$217,000).

For the Review Period, the total comprehensive loss attributable to
owners of the Company was approximately HK$118,585,000 (Last
Corresponding Period: approximately HK$310,169,000). The loss was
primarily attributable to (i) other operating expenses of approximately
HK$70,921,000 (Last Corresponding Period: approximately
HK$120,193,000), (i) finance costs of approximately HK$11,922,000
(Last Corresponding Period: approximately HK$6,486,000) and (i) loss
on share of result of associates of approximately HK$15,195,000 (Last
Corresponding Period: approximately HK$8,743,000).
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Chairman’s Statement and Management Discussion and Analysis

PROSPECT

In the year of 2016, the world’s economy continued to fill with challenges
and uncertainties. Affected by China’s economy, the financial market
in Hong Kong was confronted with numerous challenges such as
slowdown in economic growth and Renminbi depreciation.

Besides, there are numbers of international political and economic issues
remain uncertain around the world, including the recent results of the
United States Presidential Election and “Brexit” in June 2016 posed great
impacts to the word’s economy. The negative effects triggered by both
political and economic issues have hindered the investor’s confidence
in financial market and it is expected that the stock market will remain
volatile due to unsatisfactory investment sentiment.

From the macroeconomic perspective, although China will be expected
to be the major driving force in the global economy, there is a chance that
the Chinese government may choose to exercise further control over the
financial market and fund flows due to economic downward pressure,
which will affect investment business to a certain extent.

The Group will continue to implement a diversified investment strategies
and to identify suitable investment opportunities with potential assets
appreciation that will furtherance our Company’s investment objectives
and policies and also to generate better returns for the Group and the
shareholders of the Company. Despite the difficult market conditions,
the Group remains positive on the prospects of its investments and is
confident that shareholders of the Company will be rewarded with strong
positive returns under our investment portfolios in the future.

DIVIDEND

The Board does not recommend the payment of final dividend for the
Review Period (Last Corresponding Period: Nil).
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Chairman’s Statement and Management Discussion and Analysis

FREHERER BRI DN

LIQUIDITY AND FINANCIAL RESOURCES

The Group had cash and cash equivalents of approximately
HK$7,401,000 as at 31 December 2016 (2015: approximately
HK$8,419,000).

As at 31 December 2016, the Company had issued promissory notes
in the aggregate amount of HK$110,000,000. Eleven promissory notes
in the denomination of HK$10,000,000 each were issued to eleven
independent third parties. Each promissory note bears interest at a rate
of 5% per annum with a maturity period of seven years from the date of
issue. The net proceeds were used for investment in securities and as
general working capital of the Group.

The net current assets held by the Group as at 31 December 2016
amounted to approximately HK$17,878,000 (2015: approximately
HK$63,861,000). Save and except the above, the Group had no
other outstanding credit facility from other financial institution as at 31
December 2016. As all cash and cash equivalents were maintained in
Hong Kong Dollars accounts with banks in Hong Kong, exposure to
exchange fluctuation is considered minimal. The gearing ratio, calculated
on the basis of total debt over total equity as at 31 December 2016, was
approximately 3.174 (2015: approximately 1.476).

The Company has entered into a loan agreement with Enhanced Finance
Limited (“Enhanced”) on 14 January 2016 for loan facility in total amount
of HK$65,000,000 (the “Enhanced Facility”). On the 20 June 2016, the
Company, Enhanced and Hansom Finance Limited (“Hansom”) entered
into a deed of assignment whereas Enhanced, as the assignor, assigned
the outstanding principal (HK$15,000,000) of the Enhanced Facility to
Hansom (the “Assigned Loan”).

Prior to the date of the deed of assignment, the Company has entered
into two loan agreements with Hansom on 8 April 2016 and 16 May
2016 for loan facilities in total amount of HK$5,000,000 (the “First
Facility”) and HK$5,000,000 (the “Second Facility”) respectively.
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Chairman’s Statement and Management Discussion and Analysis

In order to extend the repayment dates, the Company and Hansom
agreed to enter into a deed of promissory note (the “PN Deed”) on 20
June 2016 to merge the First Facility, Second Facility and the Assigned
Loan and the outstanding accrued interest on the Assigned Loan into a
single debt so that such merged debt shall be payable and secured by
in accordance with the terms and conditions of the PN Deed. Pursuant
to the PN Deed, the Company covenanted to repay the debt to Hansom
on or before 19 December 2016 with interest at the rate 3% per month
commencing from 20 June 2016. The Company charged its assets by
way of floating charge as well as the interest its wholly owned subsidiaries
in favour of Hansom as security of the debt.

Pursuant to the deed of assignment made between Hansom and
Citizens Money Lending Corporation Limited (“Citizens”) on 19 July 2016,
whereas Hansom assigned all its rights, title, benefits and interest in the
debt under the PN Deed to Citizens.

The Company did not repay the debt and any part thereof on the
repayment date, therefore, in order to relieve the Group from immediate
repayment obligation of the debt and reduce the burdensome interest
expenses incurred, the Company and Citizens has agreed on a
settlement proposal upon the terms and conditions of a deed of
settlement (the “Settlement Deed”).

Pursuant to the terms of the Settlement Deed, the Company shall duly
issue and allot 800,000,000 shares at the price of HK$0.025 per share
to Citizens. The aggregate price of the shares in sum of HK$20,000,000
shall be partially set off against the debt. Further, the Company shall
also duly issue and deliver a convertible bond with principal amount of
HK$11,000,000 to Citizens in full and final settlement of the balance
of the debt and all outstanding accrued interest. Please refer to the
announcement dated 9 February 2017 for more information in relation to
the proposed Settlement Deed.
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Chairman’s Statement and Management Discussion and Analysis

TERERER E R M

CAPITAL STRUCTURE AND FUND RAISING
ACTIVITIES

The shares of the Company were listed on the Stock Exchange. Changes
in the capital structure of the Company during the Review Period are set
out below.

On 27 January 2016, the Company completed a placing of 200,000,000
new ordinary shares of HK$0.01 each through a placing agent to not
less than six independent investors at a price of HK$0.32 per placing
share. The net proceeds of the placing is in the amount of approximately
HK$61.17 million, which represents a net price of approximately
HK$0.305 per placing share. The balance of HK$60 million was used
for repayment of the existing loans of the Group, while the balance of
approximately HK$1.17 million was used for general working capital.
The proceeds were applied in accordance with the intended purposes
disclosed in the announcements. Details of the placing were disclosed
in the announcements of the Company dated 15 January 2016 and 27
January 2016.

On 18 July 2016, the Company completed a placing of 82,000,000 new
ordinary shares of HK$0.01 each through a placing agent to not less than
six independent investors at a price of HK$0.28 per placing share. The
net proceeds of the placing is in the amount of approximately HK$22.30
million, which represents a net price of approximately HK$0.272 per
placing share. The balance of approximately HK$1.08 million was used
for settlement of the promissory notes interest and debt interest. The
balance of approximately HK$5.03 million was used for investments in
Hong Kong listed securities pursuant to the investment objectives of the
Group. The balance of approximately HK$16.20 million was used for
general working capital. The proceeds were applied in accordance with
the intended purposes disclosed in the announcements. Details of the
placing were disclosed in the announcements of the Company dated 13
July 2016 and 18 July 2016.

On 22 December 2016, the Company completed a placing of
48,000,000 new ordinary shares of HK$0.01 each through a
placing agent to not less than six independent investors at a price of
HK$0.113 per placing share. The net proceeds of the placing is in
the amount of approximately HK$5.26 million, which represents a net
price of approximately HK$0.110 per placing share. The balance of
approximately HK$0.25 million was used for settlement of the promissory
notes interest. The balance of approximately HK$5.01 million was used
for general working capital. The proceeds were applied in accordance
with the intended purposes disclosed in the announcements. Details of
the placing were disclosed in the announcements of the Company dated
20 December 2016 and 22 December 2016.
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Chairman’s Statement and Management Discussion and Analysis

As at 31 December 2016, the total number of issued ordinary shares of
the Company was 2,132,260,913 shares (2015: 1,802,260,913 shares).

On 10 January 2017, the Company completed a placing of
160,000,000 new ordinary shares of HK$0.01 each through a placing
agent to not less than six independent investors at the placing price
of HK$0.10 per placing share. The net proceeds of the placing is in
the amount of approximately HK$15.52 million, which represents a
net price of approximately HK$0.097 per placing share. The balance
of approximately HK$0.70 million was used for settlement of the
promissory notes interest. The balance of approximately HK$10 million
was used for investments in Hong Kong listed securities pursuant to
the investment objectives of the Group. The balance of approximately
HK$4.82 million was used for general working capital. The proceeds
were applied in accordance with the intended purposes disclosed
in the announcements. Details of the placing were disclosed in the
announcements of the Company dated 6 January 2017 and 10 January
2017.

On 7 March 2017, the Company completed a placing of 110,000,000
new ordinary shares of HK$0.01 each through a placing agent to not
less than six independent investors at a price of HK$0.142 per placing
share. The net proceeds of the placing is in the amount of approximately
HK$15.15 million, which represents a net price of approximately
HK$0.138 per placing share. The balance of approximately HK$0.2
million was used for donation. The balance of approximately HK$5.96
million was used for general working capital. The unutilised proceeds will
be used for future investments pursuant to the investment objectives of
the Group and/or as general working capital of the Group. The proceeds
were applied in accordance with the intended purposes disclosed
in the announcements. Details of the placing were disclosed in the
announcements of the Company dated 28 February 2017 and 7 March
2017.

EMPLOYEES

As at 31 December 2016, the Group had 30 employees (2015: 31
employees), including executive directors, non-executive directors and
independent non-executive directors. The total employment costs
incurred during the Review Period were approximately HK$21,683,000
(2015: approximately HK$23,472,000). The Group’s remuneration
policies are in line with the prevailing market practice and are determined
based on the performance, level of responsibility and experience of
individual employees. Further, the Board proposes to adopt a new
share option scheme at the forthcoming annual general meeting under
which share option maybe granted at the Director’s discretion to provide
incentives or rewards for, among others, Directors’ and Employees’
contribution to the Group.
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Chairman’s Statement and Management Discussion and Analysis

FRREHERENw AT

CAPITAL COMMITMENTS

As at 31 December 2016, the Group did not have any material capital
commitments (2015: Nil).

CHARGES ON THE GROUP’S ASSETS AND
CONTINGENT LIABILITIES

During the year, the Group as borrower entered into a loan agreement
with an independent third party as lender for a short-term loan
of approximately HK$25,716,000. As at 31 December 2016, the
outstanding balance of approximately HK$29,872,000 payable by the
Group, including outstanding principal and accrued interest payable,
which pledged the interest in its wholly owned subsidiaries in favour of
Massive Shine Limited, Old Peak Limited, Eighty Riches Limited, Union
Power Holdings Limited and Fine East Trading Limited as chargees.

As at 31 December 2016, bank deposits in the amount of approximately
HK$2,040,000 (2015: HK$2,020,000) were pledged to a bank as
security for certain trade credit facilities granted to the Group.

Save as disclosed above, there were no charges over any of the Group’s
assets or significant contingent liabilities as at 31 December 2016.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to express
my utmost gratitude to our most valued shareholders and business
partners for their continuous trust and unfailing support. | would also like
to take this opportunity to express our appreciation and gratitude to our
management and staff for their dedication and hard work.

Wong Danny F.
Chairman

Hong Kong, 31 March 2017
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Biographical Details of Directors and Senior Management

EXECUTIVE DIRECTORS

Mr. Wong Danny F., aged 54, was appointed as an executive director
of the Company on 21 May 2007. Mr. Wong holds a Bachelor’s degree
in Economics and Accounting from China Central University of Finance
and Economics. Mr. Wong has over 20 years of experience in investment
project evaluation, listing planning and asset management. From 2001 to
2005, Mr. Wong was an executive director of Sun Hung Kai International
Limited and was in charge of investment banking and responsible for
public listing of companies and fund raising activities for private and
listed companies. For the period from June 2009 to August 2009, Mr.
Wong was an executive director of Mission Capital Holdings Limited
(formerly known as Poly Capital Holdings Limited) (Stock code: 1141),
a company listed on the Stock Exchange. For the period from February
2014 to June 2014, Mr. Wong served as an executive director and
the chairman of HengTen Networks Group Limited (formerly known as
Mascotte Holdings Limited) (Stock code: 136), a company listed on the
Stock Exchange. Since 26 November 2014, Mr. Wong has been a non-
executive director of Celyad S.A. (formerly known as Cardio3 Biosciences
S.A) (Symbol: CYAD), a limited liability company listed on NYSE Euronext
Brussels, NYSE Euronext Paris regulated markets as well as the National
Association of Securities Dealers Automated Quotations (NASDAQ) in the
United States of America in the form of American depository shares.

Mr. Wu Tse Wai, Frederick, aged 75, was appointed as an executive
director of the Company on 6 January 2004. He also served as the Chief
Executive Officer of the Company for the period from 1 November 2005
to 19 May 2014 and the period from 31 August 2015 to 20 March 2016.
Mr. Wu was educated in Hong Kong and the United States with a Master
of Business Administration degree in Finance. He has over 43 years of
experience in insurance, securities business and asset management.
He started his career with Paul Revere Life Insurance Company as an
assistant actuary. He later worked for Fidelity Management and Research
of Boston as an analyst and then moved on to senior positions in
research and fund management with various well-known institutions in
the United States. In the early 80s, Mr. Wu joined and served as a senior
portfolio manager and investment advisor at Bank of America in Hong
Kong. In the 90s, Mr. Wu joined and was elected as a director and senior
consultant of Lippo Securities Group Limited (“Lippo Securities Group”).
He was a member of Lippo Securities Group investment committee
and was responsible for supervising the fund management activities
including futures-related investments of Lippo Securities Group. Mr. Wu is
currently a responsible officer registered under the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”).
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Biographical Details of Directors and Senior Management

E=NRNEEERE

Mr. Fong Chi Wah, aged 54, was appointed as an executive director
of the Company on 1 November 2005. Mr. Fong is a Chartered
Financial Analyst, a fellow of CPA Australia and Hong Kong Institute of
CPA, a member of the Institute of Certified Management Accountants,
Australia, and a fellow of the Hong Kong Institute of Directors. He holds
a Bachelor’s Degree majoring in Management Science (Economics)
from Lancaster University in the United Kingdom, a Master’s degree
in Business Administration from Warwick University, United Kingdom,
a Master’s degree in Investment Management from the Hong Kong
University of Science and Technology, a Master’s degree in Practising
Accounting from Monash University, Australia and a Doctorate in
Business Administration from the Hong Kong Polytechnic University
and a Juris Doctor from Chinese University of Hong Kong. Mr. Fong
has over 25 years of extensive experience in various sectors of financial
industry, including direct investment, project and structured finance and
capital markets with focus on the PRC and Hong Kong. Mr. Fong was
previously a director of Baring Capital (China) Management Limited and
held various management positions in ING Bank. Mr. Fong was previously
also an executive director of Grand Investment International Limited (15
April 2003 (date of incorporation) to 1 April 2006), a company listed on
the Stock Exchange. Mr. Fong has been serving as an independent non-
executive director of China Innovationpay Group Limited (formerly known
as SYSCAN Technology Holdings Limited) since 19 December 2003 and
Real Nutriceutical Group Limited (formerly known as Ruinian International
Limited) since 28 March 2008, both of which are listed on the Stock
Exchange.

NON-EXECUTIVE DIRECTORS

Mr. Gao Chengming, aged 32, was appointed as a non-executive
director of the Company on 4 March 2015. He holds a Bachelor of
Science degree in Statistics from Beijing Normal University and a Master
of Finance degree from the University of Hong Kong. Mr. Gao has over
five years’ experience in auditing and investment analysis, and used to
work at Guosen Securities (HK) Financial Holdings Company, Limited and
PricewaterhouseCoopers China. Mr. Gao is licensed to carry out Type
1 (Dealing in Securities) and Type 4 (Advising on Securities) regulated
activities under the SFO.

Mr. Lau Chi Lung, Johnny, aged 28, was appointed as a non-executive
director of the Company on 17 March 2015. He holds a Bachelor of Arts
degree in marketing management from Purdue University in the United
States of America. Mr. Lau has over three years’ experience in financial
research and analysis, and has worked in Barclays Wealth and UBS
AG. He is a youth committee member of China Federation of Overseas
Chinese Entrepreneurs.
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Biographical Details of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Char Shik Ngor, Stephen, aged 67, was appointed as an
independent non-executive director of the Company on 22 May 2007.
Mr. Char holds a Bachelor of Laws degree (Honours) from the University
of London, a Master’s degree in Social Sciences (Criminology) from
the University of Hong Kong, a Master’s degree in Social Sciences
(Counselling) from the University of Hong Kong and a Post-graduate
Certificate in Laws from City University of Hong Kong. Mr. Char had been
a Chief Investigator and Senior Assignment Officer of the Independent
Commission Against Corruption in Hong Kong from 1976 to 2004. Mr.
Char was a Chief Executive Officer of Garner Forest Industries Limited.
Mr. Char is a Barrister at Law and an Accredited Mediator. Mr. Char has
been serving as an independent non-executive director of China Uptown
Group Company Limited (stock code: 2330) since September 2015,
which is listed on the Main Board of the Stock Exchange.

Mr. Liu Jin, aged 41, was appointed as an independent non-executive
director of the Company on 21 May 2007. Mr. Liu holds a Bachelor’s
degree in International Economic Law from the Zhongnan University of
Economics and Law. Mr. Liu has been a qualified solicitor in the PRC
since 2001 and has various experience in merger and acquisition and
corporate restructure in the PRC. Mr. Liu is currently a qualified solicitor
practicing in Shenzhen, the PRC.

Mr. Law Tze Lun, aged 44, was appointed as an independent non-
executive director of the Company on 12 December 2013. Mr. Law is a
practising Certified Public Accountant in Hong Kong and is currently a
director of ANSA CPA Limited. Mr. Law obtained a Bachelor’s degree
in Commerce (Accounting) from Curtin University of Technology. He is
a Certified Public Accountant (Practising) of the Hong Kong Institute
of Certified Public Accountants and a Certified Practising Accountant
of the CPA Australia. He has over 20 years of experience in auditing,
accounting and finance gained from various accounting firms in Hong
Kong. Mr. Law has been serving as an independent non-executive
director of Come Sure Group (Holdings) Limited (stock code: 794) since
February 2009 and Gemini Investments (Holdings) Limited (stock code:
174) since November 2010, both of which are listed on the Main Board
of the Stock Exchange. During the period from April 2010 to September
2011, Mr. Law served as an independent non-executive director of China
Automotive Interior Decoration Holdings Limited (stock code: 8321),
which was listed on the GEM Board of the Stock Exchange.
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Biographical Details of Directors and Senior Management
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CHIEF EXECUTIVE OFFICER

Mr. Feng Wen, aged 48, was appointed as the Chief Executive Officer
of the Company on 21 March 2016. He graduated from the Medical
Department of the Third Military Medical University in 1992 and holds
a Master’s degree from the School of Public Administration, Renmin
University of China (1 B A R X2 ) in 2006. Mr. Feng had worked for
the General Office of the Ministry of Health of the PRC and a number of
military hospitals for over 20 years. Mr. Feng is currently the chairman of
the board of Zhong He Hou De Investment Management Co., Ltd, as well
as an independent non-executive director of Golden Meditech Holdings
Limited (stock code: 801), which is listed on the Main Board of the Stock
Exchange.
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high level of corporate
governance practices and procedures to safeguard the interests of its
shareholders and enhance the performance of the Group. The Board will
review and improve its corporate governance practices from time to time
to ensure that the Group is under the leadership of an effective Board.

During the year under review, the Company has complied with all
applicable code provisions in the Corporate Governance Code (the “CG
Code”) as set out in Appendix 14 to the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”), except for
the deviation disclosed below. The Company periodically reviews its
corporate governance practices to ensure that the Company complies
with the requirements of the CG Code. The Company acknowledges
the importance of corporate governance and ensures transparency and
accountability of the Company’s operations.

Meetings were held throughout the year and where appropriate,
circulars and other guidance notes were issued to directors and senior
management of the Group to ensure that each and every director and
senior management is aware of the importance of corporate governance.

DEVIATION FROM THE CODE

According to code provision E.1.2 of the CG Code, the Chairman of
the Board should attend the annual general meeting. In respect of the
annual general meeting held on 31 May 2016 (the “2016 AGM”), Mr.
Wong Danny F.,, the Chairman of the Board, was engaged in an important
business meeting and was not able to attend. However, Mr. Fong Chi
Wah, an executive director of the Company, Mr. Char Shik Ngor, Stephen,
an independent non-executive director of the Company, chairman of
the Nomination Committee and members of the Audit Committee of the
Company, and Mr. Law Tze Lun, an independent non-executive director
of the Company, chairman of the Audit Committee and members of the
Nomination Committee and Remuneration Committee of the Company,
attended the 2016 AGM and answered questions raised during the 2016
AGM.
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Corporate Governance Report
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BOARD OF DIRECTORS
Responsibilities

The Board provides leadership, approves policies, strategies and plans
and oversees their implementation to ensure the healthy growth of the
Company and to safeguard the interests of shareholders of the Company.

The Board takes responsibility for all major matters of the Company,
including the approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
financial information, appointment of directors and other significant
financial and operational matters.

All directors have full and timely access to all relevant information as
the management will prepare and supply the same to the Board and its
committees. The Company Secretary will render his advice to the Board
so that all the Board procedures and applicable rules and regulations
are followed. The directors may make further enquiries if they are of
the view that the information is not sufficient for them to make an
informed decision. In general, each director is able to seek independent
professional advice in appropriate circumstances to assist him/her in
discharging his/her duties at the Company’s expenses upon making
such request to the Board.

In case where a conflict of interest may arise involving a substantial
shareholder or a director, such matter will be discussed in a physical
meeting and will not be dealt with by way of written resolutions.
Independent non-executive directors with no conflict of interest will be
present at meetings to deal with such conflict issues.

The Board committees, including the Audit Committee, the
Remuneration Committee and the Nomination Committee, have adopted
the applicable practices and procedures used in Board meetings.

During the Review Period, four Board meetings were held and the
attendance of each director at these meetings is set out in the table under
the section headed “Directors’ Attendance at Shareholders’ Meetings,
Board and Committee Meetings”.
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Delegation by the Board

The day-to-day management, administration and operation of the
Company are delegated to the Chief Executive Officer and the senior
management. The delegated functions and work tasks are periodically
reviewed. Approval has to be obtained from the Board prior to the
entering into of any significant transactions by the abovementioned
officers. The Board has full support from the Chief Executive Officer and
the senior management to discharge its responsibilities.

The Audit Committee, the Remuneration Committee and the Nomination
Committee have specific terms of reference defining the authorities
and responsibilities of the respective committees. The committees are
required by their respective terms of reference to report to the Board in
relation to their decisions, findings or recommendations, and in certain
specific situations, to seek the Board’s approval before taking any
actions.

The Board reviews, on a yearly basis, all delegations by the Board to
different committees to ensure that such delegations are appropriate and
remain beneficial to the Company as a whole.

Directors’ and Officers’ Liability Insurance

The Company has arranged a Directors’ and Officers’ Liability Insurance
Policy to provide appropriate coverage for any potential claims against
directors and officers. The insurance policy was renewed in April 2016.

BOARD COMPOSITION

The composition of the Board reflects the necessary balance of skills
and experience desirable for effective leadership of the Company and
independence in decision making. All directors devote sufficient time and
attention to the affairs of the Group.

The Board currently comprises eight members, consisting of three
executive directors, two non-executive directors and three independent
non-executive directors.

According to the Company’s Articles of Association, directors appointed
to fill casual vacancy shall hold office until the next following annual
general meeting after their appointment and shall be subject to re-election
by shareholders. All directors are subject to retirement by rotation at least
once every three years.
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With a view to achieving a sustainable and balanced development, the
Company sees increasing diversity at the Board level as an essential
element in supporting the attainment of its strategic objectives and its
sustainable development. The Board has adopted a board diversity policy
with effect from 4 September 2013. All Board appointments will be based
on meritocracy, and candidates will be considered against objective
criteria, having due regard to the benefits of diversity on the Board.

Selection of candidates for Board membership will be based on a range
of diversity perspectives, including but not limited to gender, age, cultural
and educational background, ethnicity, professional experience, skills and
knowledge.

During the year and up to the date of this report, the Board comprises the
following directors:

Executive Directors:

Mr. Wong Danny F. (Chairman)
Mr. Wu Tse Wai, Frederick
Mr. Fong Chi Wah

Non-executive Directors:

Mr. Gao Chengming
Mr. Lau Chi Lung, Johnny

Independent Non-executive Directors:

Mr. Char Shik Ngor, Stephen
Mr. Liu Jin
Mr. Law Tze Lun

List of directors containing the names of the directors (by category) is
also disclosed in all corporate communications issued by the Company
pursuant to the Listing Rules from time to time.

All independent non-executive directors of the Company are appointed
for a term up to the forthcoming annual general meeting subject to
renewal and re-election as and when required under the Listing Rules and
the Articles of Association of the Company. All directors are subject to
retirement from office by rotation and re-election at the Company’s annual
general meeting at least once every three years.
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In accordance with Article 88 of the Company’s Articles of Association,
Mr. Gao Chengming, Mr. Wu Tse Wei, Frederick and Mr. Lau Chi Lung,
Johnny shall retire as directors by rotation. Mr. Wu Tse Wei, Frederick,
being eligible, offer himself for a re-election as Director at the annual
general meeting.

Mr. Gao Chengming and Mr. Lau Chi Lung, Johnny shall also retire from
office at the annual general meeting and will not offer themselves for re-
election as Non-executive Directors due to personal reasons.

The presence of three independent non-executive directors is considered
by the Board to be a reasonable balance between executive and non-
executive directors. The Board is of the opinion that such balance can
provide adequate checks and balances for safeguarding the interests
of shareholders and of the Group. The non-executive directors provide
the Group with a wide range of expertise and experience so that
independent judgment can effectively be exercised as well as ensuring
that the interests of all shareholders are taken into account. They are also
responsible for participating in Board meetings, dealing with potential
conflicts of interest, serving on the Audit Committee, the Remuneration
Committee and the Nomination Committee and scrutinising the Group’s
performance and reporting. Through their active participation, they
provide their valuable skills, expertise and experience to the Board and
the committees on which they serve so that the management process
can be critically reviewed and controlled.

The Company has received written annual confirmation from each
independent non-executive director of his independence pursuant to
the requirements of the Listing Rules. The Company considers all its
independent non-executive directors to be independent in accordance
with the independence guidelines set out in Rule 3.13 of the Listing
Rules.

The independent non-executive directors bring a wide range of business
and financial expertise, experiences and independent judgment to the
Board. Through active participation in Board meetings, taking the lead in
managing issues involving potential conflicts of interest and serving on
Board committees, all independent non-executive directors make various
contributions to the effective direction of the Company.
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APPOINTMENT AND SUCCESSION
PLANNING OF DIRECTORS

The Company has established formal, considered and transparent
procedures for the appointment and succession planning of directors.

The Board as a whole is responsible for reviewing the Board composition,
developing and formulating the relevant procedures for nomination and
appointment of directors, monitoring the appointment and succession
planning of directors and assessing the independence of independent
non-executive directors.

The Board reviews its own structure, size and composition regularly
to ensure that it has a balance of expertise, skills and experience
appropriate to the requirements of the business of the Company.

Where vacancies on the Board exist, the Board will carry out the selection
process by making reference to the skills, experience, professional
knowledge, personal integrity and time commitments of the proposed
candidates, the Company’s needs and other relevant statutory
requirements and regulations. An external recruitment agency may
be engaged to carry out the recruitment and selection process when
necessary.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Wong Danny F. serves as the Chairman.

Under code provision A.2.1 of the CG Code, the roles of Chairman and
chief executive should be separate and should not be performed by the
same individual. Ms. Tian Jingjing was resigned as the Chief Executive
Officer of the Company (“CEQ”) with effect from 31 August 2015. During
the interim period from 31 August 2015 to 20 March 2016, Mr. Wu Tse
Wai, Frederick, an executive director and former CEO of the Company,
assumed duties of CEO while the Company was in the course of
identifying suitable candidate for the position. Mr. Wu Tse Wai, Frederick’s
role as CEO was succeeded by Mr. Feng Wen, who was appointed as
CEO of the Company on 21 March 2016.
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DIRECTORS’ ATTENDANCE AT IR R
SHAREHOLDERS’ MEETINGS, BOARD AND ZE
COMMITTEE MEETINGS

The individual attendance records of each director at shareholders’ EEERNFALHERRAG EFEEeaEREES
meetings, board and committees meetings during the year are set out @2 ERHFEREEEHIN AT

below:
Number of meetings attended/held
HE/ETEERE
Audit  Remuneration Nomination

Board Committee Committee Committee AGM
Name of Directors EENS Exg ENZES FMzES REZEE RREFAE
Executive Directors HTES
Mr. Wong Danny F. TREEE 4/4 - - - 0
Mr. Wu Tse Wai, Frederick R¥FRHE 4/4 - - - 0A
Mr. Fong Chi Wah FEERE 4/4 - - - 11
Non-executive Directors FHTES
Mr. Gao Chengming BAHEE 4/4 - - - 0
Mr. Lau Chi Lung, Johnny RELE 4/4 - - - 0N
Independent BUFHTES

Non-executive Directors

Mr. Char Shik Ngor, Stephen EHREE 4/4 2/2 - 11 11
Mr. Liu Jin it 4/4 22 11 1/1 0
Mr. Law Tze Lun BB 4/4 22 1/ 1/1 11
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PRACTICES AND CONDUCT OF MEETINGS

Annual meeting schedules and draft agenda of each meeting are
normally made available to directors in advance. Notices of regular Board
meetings are served to all directors at least 14 days before the meetings,
who were all given an opportunity to include matters in the agenda for
discussion. For other Board and committee meetings, reasonable notice
is generally given.

The Company Secretary assists the Chairman in preparing agenda
for the meeting and ensures that all applicable rules and regulations
in connection with the meetings are observed and complied with. The
finalised agenda and accompanying board papers are then sent to all
directors at least three days prior to the meeting.

During the year, the Chairman held a meeting with non-executive
directors (including independent non-executive Directors) without the
presence of executive directors. The Board and each director also have
separate and independent access to the senior management whenever
necessary.

The Company Secretary is responsible to take and keep minutes of all
Board meetings and committee meetings, including the record of all
decisions by the Board together with concerns raised and dissenting
views expressed (if any). Draft minutes are normally circulated to directors
for comment within a reasonable time after each meeting and the final
version is open for directors’ inspection.

According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a director,
will be considered and dealt with by the Board at a duly convened Board
meeting. The Articles of Association also contain provisions requiring
directors to abstain from voting and not to be counted in the quorum at
meestings for approving transactions in which such directors and/or any of
their associates have a material interest.
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SHAREHOLDERS’ MEETINGS

The annual general meeting and other general meetings of the Company
are the primary forum for communication by the Company with its
shareholders and for shareholders’ participation. All shareholders are
encouraged to attend the general meetings or to appoint proxies to
attend and vote at meetings on their behalf if they are unable to attend the
meetings.

During the Review Period, apart from the annual general meeting held on
31 May 2016, the Company has not held any other general meetings.

TRAINING AND SUPPORT FOR DIRECTORS

All directors, including non-executive directors and independent non-
executive directors, must keep abreast of their collective responsibilities
as directors and of the business of the Group. As such, the Group
provides a comprehensive and formal induction to each newly appointed
director upon his/her appointment. Briefings and orientations are
provided and organised to ensure that the new directors have a proper
understanding of and are fully aware of the role of the Board, their legal
and other duties as directors as well as the business and governance
practices of the Group. Such programnmes are tailored for each individual
director taking into account his/her background and expertise. The
Company Secretary will regularly update all directors on the latest
developments regarding the Listing Rules and other applicable regulatory
requirements to ensure compliance of the same by all directors.
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All directors have participated in continuous professional development
programmes provided or procured by the Group, such as external
seminars organised by qualified professionals, to develop and refresh
their knowledge and skills in relation to the discharge of their duties as
directors. Details of the trainings received by the respective director,
records of which are kept and updated by the Company Secretary, are as
follows:

EREFC2EASERRARFIFETRER
B OIMEREERERALERZIRERE
NERMEHFAREBTESBREE B I ANBNE
R-BEEXRARIBIIZEBHARAMERTERE
oBEEBET:

Types of Trainings
Name of Directors EEnR EINEH
Mr. Wong Danny F. et A B
Mr. Wu Tse Wai, Frederick RF¥EBxE A B
Mr. Fong Chi Wah BESLAE A B
Mr. Gao Chengming (S A B
Mr. Lau Chi Lung, Johnny 2IRIBE L& A B
Mr. Char Shik Ngor, Stephen BHREE A B
Mr. Liu Jin DR E A B
Mr. Law Tze Lun e A B

A: Attending seminars and/or conferences and/or talks

B: Reading updates on latest development and changes in the Listing
Rules and other relevant legal and regulatory requirements.

Each director will, upon his/her first appointment and thereafter on a
yearly basis, disclose to the Group the number and nature of offices held
by him/her in public companies and organisations and other significant
commitments.

COMPANY SECRETARY

Mr. Law Kim Fai is the Company Secretary of the Company. He has taken
not less than 15 hours of relevant professional trainings to update his
skills and knowledge during the year.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules as its own code of conduct regarding securities
transactions by directors of the Company. Following specific enquiry by
the Company, all directors confirmed that they had complied with the
required standards as set out in the Model Code throughout the year
under review.

AUDIT COMMITTEE AND ACCOUNTABILITY

The Board is responsible for presenting a balanced, clear and
comprehensive assessment of the Group’s performance and prospects.
The Board is also responsible for preparing the accounts of the Company;,
which give a true and fair view of the financial position of the Group on
a going-concern basis, announcements related to inside information
and other financial disclosures. The management of the Group provides
all relevant information and records to the Board enabling it to make
the above assessment and to prepare the accounts and other financial
disclosures.

No member of the Audit Committee is a former partner of the existing
auditing firm of the Company within one year from the date of his ceasing
to be a partner or to have any financial interest in the auditing firm.

The Audit Committee is satisfied with its review of the independence of
auditors, their audit process and also the standard of reports aforesaid.
The Audit Committee made recommendations to the Board and that
there was no disagreement between the Board and the Audit Committee
during the year under review.

The Audit Committee’s primary duties include ensuring that the Group’s
financial statements, annual, interim and quarterly reports and the
auditors’ report present a true and balanced assessment of the Group’s
financial position, reviewing the Group’s financial control, internal control
and risk management systems, and reviewing the Group’s financial and
accounting policies and practices. Other duties of the Audit Committee
are set out in its specific terms of reference which are available on the
Company’s website.
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The Audit Committee of the Company currently comprises three
independent non-executive directors, namely, Mr. Liu Jin, Mr. Char Shik
Ngor, Stephen and Mr. Law Tze Lun. Mr. Law Tze Lun serves as the
chairman of the Audit Committee.

During the year, two meetings of the Audit Committee were held to
review the Company’s interim report for the six months ended 30 June
2016 and the annual report for the year ended 31 December 2016. The
attendance record of individual members of the Audit Committee are
set out in the table under the section headed “Directors’ Attendance at
Shareholders’ Meetings, Board and Committee Meetings”.

The Company Secretary keeps full minutes of all Audit Committee
meetings. In line with practices consistent with Board meetings and
other committee meetings, draft and final versions of Audit Committee
meeting minutes are circulated to all members of the Audit Committee
for comments, approval and record as soon as practicable after each
meeting.

The principal duties of the Audit Committee as per the terms of reference
include:

° to monitor integrity of the Company'’s financial statements and
reports;

° to review financial controls, internal controls and risk management
system);

° to review the Company’s financial and accounting policies and
practices;

° to review arrangements by which employees can raise concerns
about possible improprieties in financial reporting, internal
control or other matters in confidence and to ensure that proper
arrangements are in place for the fair and independent investigation
of such concerns and appropriate follow-up actions; and

° to act as the key representative body to oversee the Company’s
relations with the external auditors.

The Audit Committee is provided with sufficient resources to discharge
its duties and has access to independent professional advice when
necessary. The Company’s annual report for the year has been reviewed
by the Audit Committee.
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REMUNERATION COMMITTEE

The Remuneration Committee of the Company currently comprises two
independent non-executive directors, Mr. Liu Jin and Mr. Law Tze Lun.
Mr. Liu Jin also serves as the chairman of the Remuneration Committee.

The specific terms of reference of the Remuneration Committee are
available on the Company’s website. The Remuneration Committee
meets at least once a year. During the year, the Remuneration Committee
convened two meetings and all Remuneration Committee members
attended the meetings.

The major roles and functions of the Remuneration Committee as set out
in the Committee’s terms of reference are as follows:

° to make recommendations to the Board on the establishment of
a formal and transparent procedure for developing remuneration
policy;

° to determine specific remuneration packages of all executive
directors and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment, factors taken into consideration by the Committee
include salaries paid by comparable companies, time commitment
and responsibilities of directors, employment conditions elsewhere
in the Group and desirability of performance-based remuneration;

° to make recommendations to the Board on the remuneration of
non-executive directors;

° to review and approve the management’s remuneration proposals
with reference to the Board’s corporate goals and objectives;

° to review and approve compensation payable to executive
directors and senior management in connection with any loss
or termination of their office or appointment to ensure that such
compensation is determined in accordance with contractual terms
and that such compensation is otherwise fair and not excessive for
the Company;
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° to review and approve compensation arrangements relating to
dismissal or removal of directors for misconduct to ensure that
such arrangements are made in accordance with contractual terms
and that any compensation payment is otherwise reasonable and
appropriate; and

° to advise shareholders on how to vote with respect to any service
contracts of directors that require shareholders’ approval under the
Listing Rules.

The Remuneration Committee shall be provided with sufficient resources
to enable it to perform its functions and the Remuneration Committee
has right to access professional advice relating to remuneration proposal
when it is considered necessary.

The principle elements of the Company’s remuneration policy for
directors and senior management are:

° to ensure that no director or any of his/her associates is involved in
deciding that director’s own remuneration;

° to ensure that remuneration packages should be on a par with
companies with which the Company competes for human
resources;

° to ensure that remuneration packages should reflect the
performance and responsibilities of an individual, as well as the
complexity of work; and

° to ensure that remuneration packages should be structured in
such a way which can provide incentives to directors and senior
management to improve their individual performance.

During the year, the Remuneration Committee reviewed performance
and remuneration of directors and senior management and made
recommendations to the Board on the remunerative packages of
individual executive directors and senior management.

NOMINATION COMMITTEE

The Nomination Committee of the Company comprises three
independent non-executive directors, namely, Mr. Char Shik Ngor,
Stephen, Mr. Liu Jin and Mr. Law Tze Lun. Mr. Char Shik Ngor, Stephen
serves as the chairman of the Nomination Committee.
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The specific terms of reference of the Nomination Committee are
available on the Company’s website. The Nomination Committee
meets at least once a year. During the Review Period, the Nomination
Committee convened two meetings and all Nomination Committee
members attended the meetings.

The major roles and functions of the Nomination Committee as per the
terms of reference are as follows:

° to formulate nomination policy for the Board’s consideration and
implement the Board’s approved nomination policy;

° to review the structure, size and composition (including the skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;

° to identify individuals suitably qualified to become Board members
and select or make recommendations to the Board on the
selection of individual nominated for directorships;

° to assess the independence of independent non-executive
directors;

° to make recommendations to the Board on relevant matters
relating to the appointment or re-appointment of directors and
the succession planning for the Chairman, the CEO as well as the
senior management;

° to do any such things to enable the Committee to discharge its
powers and functions conferred on it by the Board;

° to conform to any requirement, direction and regulation that may
from time to time be prescribed by the Board or contained in the
Company’s constitution or imposed by legislation;

° to review the Company’s Board diversity policy and the progress
on achieving the objectives set for implementing the said policy;
and

° to report to the Board on its decisions and recommendations as
and when appropriate and at least once annually.

The Nomination Committee is provided with sufficient resources to enable
the performance of its functions and is allowed to seek independent
professional advice at the Company’s expenses where necessary.
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The Nomination Committee performed the following work during the
year:

(i) reviewing the composition of the Board of the Company;

(ii) assessing the independence of independent non-executive
directors; and

(i)  determining the suitability, duties and responsibilities of Mr. Feng
Wen as the Chief Executive Officer.

AUDITORS’ REMUNERATION

For the Review Period, the total remuneration for the audit services
provided by auditors amounted to approximately HK$350,000 (2015:
HK$350,000). No non-audit services were provided by auditors during
the Review Period (2015: Nil).

The re-appointment of HLB Hodgson Impey Cheng Limited as auditors
of the Company has been recommended by the Audit Committee and
endorsed by the Board and is subject to approval by the shareholders at
the forthcoming annual general meeting.

CORPORATE GOVERNANCE FUNCTION

No corporate governance committee has been established and the
Board will therefore be responsible for performing the corporate
governance functions and has adopted a written guideline on corporate
governance functions in compliance with the CG Code.

The duties of the Board in respect of corporate governance functions are
summarised as follows:

(i) to develop and review the Company’s policies and practices on
corporate governance;

(ii) to review and monitor the training and continuous professional
development of Directors and senior management;

(i) to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;
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(iv)  To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and Directors;
and

(v)  To review the Company’s compliance with the code provisions
as set out in the CG Code and its disclosure requirements in the
Corporate Governance Report.

During the year, the Board reviewed and monitored the training of the
Directors, and the Company’s policies and practices on compliance with
legal and regulatory requirements.

INTERNAL CONTROLS AND RISK
MANAGEMENT

The Board has overall responsibilities for the system of internal controls
and risk management of the Company and to review its effectiveness.
During the year, the Board has reviewed the effectiveness of the Group’s
internal control system, covering financial, operational and compliance
controls and risk management functions.

In such review, the Board has considered factors such as changes since
the last review, scope and quality of the management’s monitoring of
risks, incidence of significant control failings and identified weaknesses,
and effectiveness relating to financial reporting and compliance with the
applicable laws and regulations including the Listing Rules.

During the Review Period, the Board has conducted review of the
effectiveness of the system of internal control of the Group and is
satisfied with the scope and effectiveness of the system. The Board
also conducted review on the adequacy of resources, experience and
qualification of the staff of the Company’s accounting and financial
reporting function, its training programmes and budget.

During the Review Period, the Company was exposed to market risk for
its available-for-sale financial assets, including the embedded derivatives,
as the Company may not be able to liquidate such investments in time to
meet its cash flow requirements. In response to this situation, the Board
has maintained a portfolio of listed securities and a relatively strong cash
position.

The portfolio of listed securities, classified as financial assets at FVTPL in
the statement of financial position, may be exposed to market price risk.
The Board will continue to monitor the portfolio with an aim to reduce
such risk by diversification.
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In order to safeguard the annual review of the continuing connected
transactions, the Group has in place internal control procedures to ensure
that continuing connected transactions will be conducted in compliance
with the rules. In reviewing the continuing connected transactions, the
Independent non-Executive Directors and the Audit Committee have the
power to request further information, require alternations, modifications or
changes to the terms, with respect to the Group’s continuing connected
transactions. The management will ensure that the Independent non-
Executive Directors and the Audit Committee will be provided with
sufficient information to review the continuing connected transactions.

DIRECTORS’ RESPONSIBILITY STATEMENT

The directors acknowledge their responsibilities for the preparation of
the consolidated financial statements of the Group for each financial
period, which should give a true and fair view of the state of affairs of
the Company and the Group’s results and cash flow for that period. The
directors ensure that the consolidated financial statements for the year
were prepared in accordance with statutory requirements and applicable
accounting standards, and will ensure that the publication of which will be
in a timely manner.

SHAREHOLDERS RELATIONS

The Company is committed to maintaining a high level of transparency
and employs a policy of open and timely disclosure of relevant
information to its shareholders. The commitments to fair disclosure and
comprehensive and transparent reporting of the Company’s activities can
be reflected in many aspects.

In endeavouring to maintain an on-going dialogue with shareholders,
the annual general meeting provides a useful forum for shareholders to
exchange views with the Board.

The proceedings of the annual general meeting are reviewed from time
to time to ensure that the Company conforms to the best practices
regarding corporate governance. The notice of annual general meeting
and the relevant circular, which are circulated to all shareholders at
least 21 days prior to the holding of the annual general meeting, set out
the details in relation to each resolution proposed, voting procedures
(including procedures for demanding and conducting a poll) and other
relevant information. At the beginning of the meeting, the chairman
of the meeting indicates to the meeting the level of proxies lodged on
each resolution and the balance for and against such resolution. At the
Company’s 2016 AGM, all the resolutions were put to the vote by poll
and Tricor Tengis Limited, the Company’s Hong Kong branch share
registrar, was engaged as scrutineer to ensure the votes were properly
counted.
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There are no provisions allowing shareholders to propose new resolutions
at general meetings under the Cayman Islands Companies Law or
the Articles of Association of the Company. Shareholders who wish
to propose a resolution may request the Company to convene an
extraordinary general meeting.

Pursuant to Article 58 of the Articles of Association of the Company,
any one or more shareholder(s) 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 at the Company’s principal place of business in
Hong Kong, to require an extraordinary general meeting to be called by
the Board for the transaction of any business specified in such requisition.
Such meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit the Board fails to proceed
to convene such meeting, the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed
to the requisitionist(s) by the Company.

Where notice of general meeting includes the election of directors of the
Company, any shareholder of the Company may propose the election of
any person as a director of the Company at the annual general meeting.
Pursuant to Article 89 of the Articles of Association of the Company, if
a shareholder duly qualified to attend and vote at the general meeting
wishes to propose a person other than a retiring director for election as
a director at any general meeting (including the annual general meeting),
the shareholder should lodge a written notice (the “Nomination Notice”)
signed by the shareholder at the head office or Registration Office (as
defined in the Articles of Association) of the Company not less than seven
clear days but not more than 14 clear days before the date of the general
meeting. The Nomination Notice must be accompanied by a notice
signed by the person to be proposed of his willingness to be elected as a
director.

The Company also communicates to its shareholders through its
annual and interim reports. The directors, Company Secretary or other
appropriate members of senior management also respond promptly to
inquiries from shareholders and investors.

Shareholders may at any time send their enquiries to the Board in writing
to the Company’s branch share registrar in Hong Kong, Tricor Tengis
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong.
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INVESTOR RELATIONS

The Company is committed to a policy of open and timely disclosure
of corporate information to shareholders and investors. The Company
updates shareholders on its latest business developments and
financial performance through its annual and interim reports and
notices, announcements and circulars. The Company’s website
(www.nif-hk.com) provides a communication platform to the public and
the shareholders.

To strengthen its relationships with investors, the Company regularly
meets with analysts and holds interviews with reporters and columnists of
the press and other economic journals.

Save and except the above, no other significant changes were made to
the Company’s constitutional documents during the Review Period.
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Environmental, Social and Governance Report

REPORTING SCOPE

The Company is an investment company and principally engages in
investments in a diversified portfolio of listed and unlisted companies. As
an investment company, the Company does not directly participate in
the production and operation of its subsidiaries. While actively seeking
to optimise its investment portfolio and maximise shareholder return,
the Company lives up to its corporate social responsibility and strikes a
balance between the interests of stakeholders such as the shareholders
and the community, with the ultimate goal of achieving a sustainable
corporation.

In accordance with the requirements of Appendix 27 to the Listing Rules,
the Company hereby presents its environmental, social and governance
report for the year ended 31 December 2016.

Working Environment

Working conditions

Policies on remuneration and dismissal, recruitment and promotion,
working hours, leaves, equal opportunity, diversity and other fringe
benefits.

The principal place of business of the Group is Hong Kong. The Group
has put in place employment policies and guidelines in compliance with
the relevant laws and regulations of the local governments, including:

o the formulation of wage allocation system according to laws, and
such wages shall not be lower than the minimum wages, if any, for
the respective year as promulgated by the government;

° the provision of social security and fringe benefits in accordance
with the relevant government requirements, such as providing
insurance for employees; and

° the provision of labour protection, labour conditions and protection
against occupational hazards in accordance with the relevant
government requirements on labour protection.
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In addition, the Company’s policies and guidelines on recruitment and
promotion are formulated based on the principles that:

we are an equal opportunity employer;

we are against any act of discrimination on the basis of gender,
age, race, etc.; and

we make decisions relating to engagement and promotion based
on staff/candidate performance.

Remuneration, working hours, leaves and other fringe benefits

Remuneration and benefit packages are determined with reference
to the position, skills, capability and performance of staff;

Remuneration is adjusted based on local regulations on minimum
wages;

Working hours, leaves and other fringe benefits are in line
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with industry practice and/or (if applicable) adjusted based on =B RSk (MER) RS ERRFESH
experience, qualifications and seniority of staff; and B R
. An equitable reward system is in place. . RIEEEMEIHIE -
During the year under review, there was no material breach of applicable REBEFER ANQ AN EREERBERENR, 3%
laws and/or regulations. R
Staff breakdown A Ziat
A breakdown of the number of the Company’s staff as at 31 December RZE—RF+ZA=1+—BEZZE—HF+=A
2016 and 31 December 2015 is as follows: =t+—B ARAREBRABAEGIET:
Staff Directors Total
BT Ex &t
Number (31 December 2016) A (ZE—R"F+=ZA=+—8) 22 8 30
Number (31 December 2015)  AB(ZZE—HEF+=A=+—H) 23 8 31
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Health and Safety

It is the Company’s primary concern to provide its employees with safe
and convenient working environments.

The Company has developed a set of work safety codes covering areas
of environmental hygiene and cleanliness, machine operation, smoking
ban and fire prevention, hazardous materials handling, arrangements in
times of typhoons and rainstorms, as well as response to emergencies,
etc. It also provides training on work safety codes and requires strict
compliance therewith by its employees.

Work-related injuries and fatalities

During the year under review, there were no work-related fatalities.

Occupational health and safety measures

The Company provides suitable working environments to ensure
adequate protection of the health and safety of its staff.

Development and Training
Policies on employee development and training

The Company places a great deal of importance on the development
of the overall ability and professional skills of its staff. It is committed
to providing relevant training opportunities to its staff from time to time
according to their work requirements, so as to boost the competence
and efficiency of staff and hence the Company’s professionalism and
performance.

Environmental Protection

Emission level

Environmental protection has always been a focus of the Company. In
addition to the strict compliance with national regulations, policies and
requirements, the Company also checks and supervises the plants of its
subsidiaries and associates regularly to ensure that the environmental
standards of the plants meet local laws and regulations and that consents
and approvals have been obtained from relevant authorities.

Utilisation of resources

As one of its green initiatives, the Company seeks to minimise resource
consumption. Average consumption of resources is reduced with
advancements in production technology and the implementation of other
effective measures and guidelines.
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Operational Practice

The Company and its subsidiaries and associates have developed an
effective monitoring mechanism to ensure the smooth implementation
of, and compliance with, its strategies and policies regarding operation.
Various measures such as holding management meetings, conducting
site visits, inspecting documents, etc., are adopted to ensure that the
following principles are observed.

Supply chain management

Being an investment management company, the Company engages in
investments in listed or unlisted equity securities. It does not have any
major supplier of products, raw materials or services, nor does it directly
participate in any negotiation between any investee and its supplier.
However, for the purpose of ensuring a certain degree of management of
supply chain risks, the Company maintains close communication with its
investees to allow a better understanding of the operation and production
of those subsidiaries and associates.

Accordingly, the management believes that the investees have adopted
one or more monitoring measures listed below as a part of their supplier
management:

° Raw materials are initially procured in small batches and tests are
conducted for the raw materials of each product to ensure that the
materials meet the local regulations and requirements regarding
chemical contents;

° Raw materials are purchased in bulk only after being confirmed to
be of no quality issues arising during production;

° As a part of the supplier selection process, samples of raw
materials are requested for testing and only those suppliers whose
raw materials are certified as suitable for use in production will be
qualified;

° Quotations are compared to ensure that they are in line with market
rates;

° The procurement process is strictly monitored to ensure against
any breach of laws;

° Contracts will be entered into with approved suppliers to ensure
that the purchase price and quality of the materials are consistent
with those stated in the contracts.
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Product liabilities

The management believes that all its investees are responsible
product and service suppliers who fulfill all of their service and product
commitments and response to their clients’ complaints in a diligent
manner.

Anti-corruption

Being a responsible corporation, the Company strives to eliminate
bribery and corruption across its management and staff. To do so, the
Company actively introduces relevant and current anti-corruption laws
and punishments to its employees. All employees are fully briefed on
the relevant anti-corruption laws and guidelines upon entering into their
employment contracts so as to ensure that they comply strictly with them
and carry out their duties in good faith. The Company closely monitors
the conduct of its staff to prevent wrong-doings amongst the Board, its
senior management and its staff, such as prohibiting transfer of benefits
while considering any company or project investment.

During the year under review, the Company had not been charged for any
corruption within the Board, its senior management and its staff, as well
as its investees and their employees, during their employment.

Corporate Governance Responsibilities

To provide reasonable protection for the interests of minority
shareholders, the Company strictly complies with the Listing Rules.
In addition to maintaining timely disclosures of relevant corporate
information as well as transparency and accountability in its operation,
the Company also conducts internal reviews from time to time in order
to improve its corporate governance. For information on the Company’s
corporate governance, please refer to the section headed “Corporate
Governance Report”.

The Board advocates a high level of independence so as to make
independent judgments. Therefore, the Company has appointed three
independent non-executive directors. The directors believe that all three
of the independent non-executive directors have diversified backgrounds
and experience as well as sufficient calibre and independence to make
independent judgments, provide impartial and professional advice,
evaluate the decisions of the Board, and safeguard the interests of the
minority shareholders.
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Community Involvement

The Company always endeavours to serve the community and therefore
highly respects its corporate social responsibilities. In July 2015, the
Company donated HK$200,000 to Hong Kong International School
for general teaching purposes and the improvement of school facilities,
thereby benefiting its students. The Company has high regard for the
value of education and is therefore delighted to see that a better campus
and excellent teaching is offered to the students. We wish our humble
effort today will reap a bumper harvest of great men for the future society.

For the sake of social betterment, the Company will also identify
charitable, non-profit or educational institutions and foundations that
share its beliefs, and encourage its staff to volunteer for them.

Subsidiaries and Other Investees

The Company has formulated stringent basic internal corporate
governance principles and requirements for its projects/subsidiaries.
It ensures the observance of these principles and requirements by
these projects/subsidiaries through various measures such as holding
management meetings, conducting site visits, inspecting documents,
etc. It also offers necessary support and training in the implementation of
these policies to its subsidiaries and investees from time to time.

For each line of business operation, the Company has adopted different
measures to ensure its respective compliance with the above principles
and guidelines. In respect of the agriculture and forestry development
business, it has adopted a set of principles and guidelines for ecosystem
protection and ensures that the workers are adequately protected and
remunerated, such as having insurance for work injuries and accidents.
In terms of the biological pharmaceutical and regenerative medicine
system and product business, measures have been taken to ensure
safety in its production and research and development processes. For
instance, the research and development and other staff are protected
from fatalities as well as inhaling or being exposed to chemical/hazardous
elements, the products are certified as meeting national safety standards,
and the research and development procedures comply with ethical
standards and guidelines. For the development and building of yachts,
environmental matters of the building process are taken seriously and
green measures such as the reduction of waste and emissions as well as
the recycling of materials has already been implemented.
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The directors have the pleasure in presenting this annual report and
the audited consolidated financial statements of the Company and its
subsidiaries for the year.

PRINCIPAL ACTIVITIES

The Company was incorporated on 28 June 2002 as an exempted
company with limited liability in the Cayman Islands under the Companies
Law, Cap.22 (Law 3 of 1961, as consolidated and revised) of the Cayman
Islands. The principal activity of the Company is investment in listed and
unlisted companies.

Shares of the Company have been listed on the Main Board of the Stock
Exchange since 27 September 2002.

Business or geographical analysis of the Group’s assets and liabilities for
the year is set out in Note 6 to the consolidated financial statements.

BUSINESS REVIEW

A business review of the Group together with a description of
uncertainties facing the Group and an indication of likely future
development in the Group’s business are provided in “Chairman’s
Statement and Management Discussion and Analysis” on pages 6 to 12
of this annual report. The business review shall form part of this Directors’
Report.

RESULTS AND APPROPRIATIONS

The state of affairs of the Group as at 31 December 2016 and the
results of the Group for the year are set out in the consolidated financial
statements on pages 67 to 69.

The directors do not recommend the payment of any final dividend for the
year (2015: Nil).

CHARITABLE DONATIONS

No Charitable donations made by the Group during the Review Period
(2015: HK$200,000).

SHARE CAPITAL

Details of the movements in the share capital of the Company during the
year are set out in Note 29 to the consolidated financial statements.
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RESERVES

Details of the movements in the reserves of the Group and the Company
during the year are set out in the consolidated statement of changes in
equity on pages 70 and 71 and Note 31 to the consolidated financial
statements.

As at 31 December 2016, the Company’s reserves available for
distribution to shareholders under the Companies Law of the Cayman
Islands were approximately HK$16,762,000 (2015: approximately
HK$51,270,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group and the Company during the year are set out in Note 16 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Memorandum and Articles of Association and there is no restriction
against such rights under the laws of the Cayman Islands.

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

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

DIRECTORS

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

Executive Directors

Mr. Wong Danny F. (Chairman)
Mr. Wu Tse Wai, Frederick

Mr. Fong Chi Wah

Non-executive Directors

Mr. Gao Chengming
Mr. Lau Chi Lung, Johnny
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Independent Non-executive Directors

Mr. Char Shik Ngor, Stephen
Mr. Liu Jin
Mr. Law Tze Lun

In accordance with Article 88 of the Company’s Articles of Association,
Mr. Gao chengming , Mr. Wong Danny F., Mr. Wu Tse Wai, Frederick and
Mr. Char Shik Ngor, Stephen shall retire as directors by rotation. Mr. Lau
Tse Wei, Frederick, being eligible, offer himself for a re-election as director
at the annual general meeting.

Mr. Gao chengming and Mr. Lau Chi Lung, Johnny shall also retire from
office at the annual general meeting and will not offer them selves for re-
election as non-executive directors due to personal reasons.

DIRECTORS’ SERVICE CONTRACTS

Currently, all executive directors have entered into service contracts with
the Company for a term of two years. Each of these executive directors
is entitled to his respective basic salary. In addition, in respect of each
financial year of the Company, each of the executive directors is also
entitled to a discretionary bonus provided that the aggregate amount
of the bonuses payable to all executive directors may not exceed 15%
of the audited net profit of the Company (after taxation but before
extraordinary and exceptional items and payment of such bonuses)
in respect of that financial year of the Company. An executive director
is required to abstain from voting and is not counted in the quorum in
respect of any resolution of the directors regarding the amount of the
monthly salary and the discretionary bonus payable to him.

In respect of the non-executive directors and independent non-executive
directors, each of them has entered into a letter of appointment with the
Company respectively for a term up to the forthcoming annual general
meeting and their appointments will be terminated by the giving of not
less than 14 days’ notice in writing by either party. All directors of the
Company, including independent non-executive directors, are subject
to retirement by rotation in accordance with the Company’s Articles of
Association.

Save as disclosed above, no other director has entered into service
agreement with the Company which is not determinable by the Company
within one year without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

The directors’ interests in transactions, arrangements or contracts are
set out in Note 12 to the consolidated financial statements. Apart from
the foregoing, there was no transactions, arrangements or contract
of significance in relation to the Company’s business, to which the
Company or any of its subsidiaries was a party, and in which a director
had a material interest in, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBT SECURITIES

Other than those disclosed under the section headed “Interests in Share
Options” below, at no time during the year was the Company a party
to any arrangement to enable the directors or chief executive of the
Company (including their spouses or children under 18 years of age) to
have any right to subscribe for securities of the Company or any or its
associated corporations as defined in the SFO or to acquire benefits by
means of acquisition of shares in, or debentures of, the Company or any
other corporate.

PERMITTED INDEMNITY PROVISION

Under the Company’s Articles of Association, directors and other officers
for the time being of the Company shall be indemnified and secured
harmless out of the assets and profits of the Company from and against
all actions, costs, charges, losses, damages and expenses which they
shall or may incur or sustain by or by reason of any act done, concurred
in or omitted in or about the execution of their duty, or supposed duty, in
their respective offices provided that such indemnity shall not extend to
any matter in respect of any fraud or dishonesty which may attach to any
of said persons.

The Company has arranged a Directors’ and Officers’ Liability Insurance
Policy to provide appropriate coverage for any potential claims against
directors and officers.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the directors is interested in any business apart from the Group’s
business which competes or is likely to compete, either directly or
indirectly, with the business of the Group.
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DIRECTORS’ AND CHIEF EXECUTIVE
INTERESTS IN EQUITY OR DEBT SECURITIES

As at 31 December 2016, the interests or short positions of the directors
and 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 maintained
by the Company under section 352 of the SFO or as notified to the

EERRET
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RZB-—RF+ZA=+—H FTRAEEFRES
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FiEMEE AR ARERT
BEpNR 5% FEEEREA RGEE BASAE D
Mr. Wong Danny F. Interest of controlled corporation/ 296,338,637 463,1430) 13.92%
Beneficial owner
STBRIE S REtEE R BERBERA
Mr. Wu Tse Wai, Frederick Beneficial owner - 463,1420) 0.02%
RYEEE ERBEBA
Mr. Fong Chi Wah Beneficial owner - 463,1429 0.02%
Mr. Lau Chi Lung, Johnny Beneficial owner 10,280,000 - 0.48%
ekl EmEEA
Mr. Char Shik Ngor, Stephen Beneficial owner - 463,1420 0.02%
BEHREE EnEAA
Mr. Liu Jin Beneficial owner - 463,1420) 0.02%
S E EmEAA
All of the above interests in the Company held by the directors were long FTHMEERARAMBLBERED /TR -

positions.
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Notes:

1) These represent beneficial interests in shares owned by CCM Asia
Investment Corporation, a company incorporated in the British Virgin
Islands with limited liability and the entire issued share capital of which
is indirectly held by Mr. Wong Danny F., the Chairman and an executive
director of the Company. These shares have been charged in favour of
a secured lender.

) These represent the underlying shares in respect of the share options
granted to the directors pursuant to the share option scheme of the
Company adopted on 27 August 2007. The details are set out in the
section headed “Interests in Share Options” below.

Save as disclosed above, none of the directors, chief executive or their
associates had any interests and short positions in any shares, underlying
shares and debentures of the Company or any of its associated
corporations as defined in Part XV of the SFO as recorded in the register
to be kept under section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

INTERESTS IN SHARE OPTIONS

The Share Option Scheme was adopted by the Company on 27
August 2007 to enable the Company to grant share options to eligible
participants, including the directors and employees of the Company, as
incentive or rewards for their contribution to the Company. On 28 March
2014, an extraordinary general meeting of the Company was convened
and the shareholders of the Company approved the refreshment of the
general scheme limit under the Share Option Scheme at the extraordinary
general meeting which allows the Company to grant share options
entitling holders thereof to subscribe for a maximum of 132,669,662
shares, representing 10% of the issued share capital of the Company as
at the date of the extraordinary general meeting.

The Share Option Scheme had a life of ten years and is due to expire
on 27 August 2017. The Board proposes to adopt a new share option
scheme in the forthcoming annual general meeting, please refer to the
paragraph headed “Employee and Remuneration” in this report for further
information.
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Pursuant to the terms and conditions of the Share Option Scheme,
the purpose of the Share Option Scheme, in principle, is to enable the
Company to motivate participants for their significant contributions to the
growth of the Company and to retain and maintain on-going business
relationship with such participants whose contributions are or will be
beneficial to the long-term growth of the Company. It is important for
the Company to provide them, where appropriate, with an additional
incentive by offering them an opportunity to obtain an ownership interest
in the Company and to reward them for contributing to the Company’s
long-term success and prosperity. The principal terms of the Share
Option Scheme are as follows:

U

(i)

(i)

The total number of shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and
any options to be granted under any other scheme must not in
aggregate exceed 10% of the aggregate of the shares in issue
as at the adoption date unless refreshed by the shareholders.
However, the total 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 all outstanding options
granted and yet to be exercised under any other scheme should
not exceed 30% of the shares in issue from time to time.

The total number of shares in respect of which options may be
granted to each eligible participant in any 12-month period must
not exceed 1% of the issued share capital of the Company for the
time being.

The subscription price shall be a price determined by the Board,
but shall not be less than the highest of (i) the closing price of
the shares as stated in the Stock Exchange’s daily quotations on
the date of grant, which must be a business day; (i) the average
closing price of the shares as stated in the Stock Exchange’s daily
quotations for the five business days immediately preceding the
date of grant; and (jii) the nominal value of the share.

An option may be accepted by an eligible participant within 28
days from the date of offer of the option. Upon acceptance of the
option, the grantee shall pay HK$1.00 to the Company by way of
consideration for the grant of the option.

The Share Option Scheme will remain valid for a period of ten years
commencing on 27 August 2007.
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Details of movement of the share options during the year under the Share BREAE THERERNFAZEHFBNT:
Option Scheme were as follows:

Number of share options
BREHA
Granted Exercised Lapsed Exercise
Outstanding during during during Outstanding price
at1Jan the Review the Review the Review at 31 Dec at1dJan Exercisable
2016 Period Period Period 2016 2016 Date of grant period
Iy R IS
—E-RE —E-RE —E-RE
-A-H REEHE REEHE REESE +-A=t-H -A-B2
HARTE i i P33 HAR{TR fikE RS &8
(HK) Note 1)
(%7 (Hitt)
Note 2)
(W32)
Directors
Ex
Mr. Wong Danny F. 73,382 - - - 73,382 565  28Nov 2007 28 Nov 2007 to 26 Aug 2017
TRELE ZEZE ZETHET-AZTN\ER
+-F=tNA Z2—+ENAZTARRE
389,760 - - - 389,760 056 18Apr2011 18 Apr2011 to 26 Aug 2017
—2-—F “Z-—FRA+N\RE
mA+AR ZT—+FNAZTAR
Mr. Wu Tse Wai Frederick 73,382 - - - 73,382 565 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
RYE%AE ZEZE ZETHET-AZTN\BE
+-A=tNB ZE—+FNAZTAA
389,760 - - - 389,760 056  18Apr2011 18 Apr 2011 to 26 Aug 2017
—2-—F I AV R
mA+AR ZE—+E/\RZ1<A
Mr. Fong Chi Weh 73,382 - - - 73,382 565 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
REERE “EREE ZETHEF-AZTN\BAE
+-F=tNR ZZ—+FNAZTARA
389,760 - - - 389,760 056  18Apr2011 18 Apr 2011 to 26 Aug 2017
—2-F “Z-—FMATN\HZE
mA+AR E2—+E/\R=1<H
Mr. Char Shik Ngor, Stephen 73,383 - - - 73,383 565 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
BHREE “EEE “ETHEH-AZTNBE
+-A=tN8 ZZ—+FNAZTAA
389,760 - - - 389,760 056  18Apr2011 18 Apr 2011 to 26 Aug 2017
—2—F “Z-—FMATN\HZE
mA+NR ZE—ENAZTRA
Mr. Liu Jin 73,382 - - - 73,382 565 28 Nov2007 28 Nov 2007 to 26 Aug 2017
it k5 3 ZEEEH-AZTAE
+-Fzt)N8 ZE-tFNAZTARA
389,760 - - - 389,760 056  18Apr2011 18 Apr 2011 to 26 Aug 2017
—2—-F I AV
mA+AR ZT—+FNRZTAR
2,315,711 - - - 2,315,711
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Number of share options
BREHA
Granted Exercised Lapsed Exercise
Outstanding during during during Outstanding price
at1dJan the Review the Review the Review at 31 Dec at1Jdan Exercisable
2016 Period Period Period 2016 2016 Date of grant period
® i "
It SN —B-rF —E-5%
-A-H RERHH RERHE REESE +=A=t+-R -A-B2
HAR{TE it i %% HRTE TEE REAH TES
(HKS) Note 1)
(1) (Hitt)
Note 2)
(H2)
Resigned directors 220,148 - - - 220,148 565 28Nov 2007 28 Nov 2007 to 26 Aug 2017
BRIES Z2TLF “ERLET-ACTNRE
T-A=+NA ZEENAZTRR
1,169,280 - - - 1,169,280 056 18 Apr2011 18 Apr 2011 to 26 Aug 2017
—E2——F —Z——FMATN\RE
mA+NA “2—tF/\EZ1+5H
Other eligible participants 10,694,080 - - - 10,694,080 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
Eai2aE 3% “Z-—FMATN\AE
mA+AR ZE2—+E/\RZ15<A
Total 14,299,219 - - - 14,299,219
it
Weighted average exercise price HK$0.77 - - - HK$0.77
METHTRE 0.7TBT 0.77BT
Notes: Btaz -
1. In accordance with the terms of the share-based arrangement, (i) a 1. IREBUARD REG 2 ZHE 2 G ()1 % 30% % Ik iE

maximum of 30% options are exercisable from the date of grant; (i) a
maximum of another 30% options, plus any options being unexercised
in (i), in aggregate not exceeding 60% of total options granted,
are exercisable from 28 November 2008; and (iii) the remaining
40% options, plus any options being unexercised in (i) and (i), are
exercisable from 28 November 2009 to 26 August 2017.

2. Pursuant to the terms of the Share Option Scheme, the exercise price
and the number of new shares to be allotted and issued upon full
exercise if the subscription rights attaching to the outstanding share
options were adjusted to reflect the rights issue which came into effect
on 20 February 2014.

Save as disclosed above, none of the Company’s directors and chief
executive, or their spouses or children under the age of 18, had any rights
to subscribe for the securities of the Company, or had exercised any such
rights during the Review Period.
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SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS’ INTERESTS IN SECURITIES

As at 31 December 2016, so far as is known to the directors, the
following shareholders (other than the directors and chief executive of the
Company) had interests or short positions in the shares and underlying
shares of the Company as recorded in the register required to be kept
under section 336 of the SFO:

FTERRREMATIRES 2ER

—RNETZA=T R REFEMA RIER

%&Hﬂiéﬂ%fﬂ%336ﬂﬁﬁ%f§27;§§5ﬂﬂﬁﬁﬁ : L‘/{

Tﬁxi (BRARBEZRESITHRARIN RAR
iy RARRERR D P AR IOXR ¢

Percentage of

the Company’s
Number of issued
Name of shareholder Capacity ordinary shares share capital
EARRABE BT
BERERE B 54 ZERHAE BEBDH
CCM Asia Investment Corporation (Note 1) Beneficial owner 296,338,637 13.90%
CCM Asia Investment Corporation (#7:£1) BEnilEA A
CCM Financial Corporation (Note 1) Corporate owner 296,338,637 13.90%
CCM Financial Corporation ( #1z1) NEEB A
Sino Portfolio International Limited (Note 2) Security owner 296,338,637 13.90%
Sino Portfolio International Limited ( ##7%2) ERERERA
Ms. Angela Chen (Note 3) Interest through
controlled corporation 296,338,637 13.90%

Angela Chenz + (#7#£3)

All of the above interests in the Company held by shareholders were long
positions.

Notes:

1. Mr. Wong Danny F., the Chairman and an executive director of the
Company, is the sole shareholder of CCM Financial Corporation which
in turn is the sole shareholder of CCM Asia Investment Corporation.
CCM Financial Corporation and Mr. Wong Danny F. are therefore
deemed to be interested in the shares and underlying shares of the
Company held by CCM Asia Investment Corporation under the SFO.

2. Sino Portfolio International Limited, a company incorporated in the
Republic of Seychelles (“Sino Portfolio”), has a security interest in
296,338,637 shares of the Company.

3. Sino Portfolio is wholly-owned by Ms. Angela Chen. Ms. Angela Chen
is therefore deemed to be interested in 296,338,637 shares of the
Company which Sino Portfolio has a security interest in under the SFO.

Other than disclosed above, the Company has not been notified of any
other interests or short positions in the shares and underlying shares of
the Company representing 5% or more of the issued share capital of the
Company as at 31 December 2016.
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MANAGEMENT CONTRACT

No contract concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or existed during the year under review.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group recognises the importance of environmental protection
and has adopted stringent measures for environmental protection in
order to ensure our compliance of prevailing environmental protection
laws and regulations. For details, please refer to the section headed
“Environmental Social and Governance Report” contained in this annual
report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group pays attention to legal and regulatory requirements in
designing its policies and practices. Legal and compliance advisers
will be engaged when necessary to ensure the Group is operated in
accordance with applicable laws and regulations.

KEY RELATIONSHIP WITH EMPLOYEES

Employees are regarded as valuable assets of the Group and
comprehensive benefit package, career development opportunities
and appropriate internal training are provided to employees. Effective
communications amongst employees are promoted in order to achieve
corporate efficiency.

MAJOR CUSTOMERS AND SUPPLIERS

The Company’s entire turnover is derived from the Company’s
investment in listed or unlisted equity securities and thus the disclosure
of information regarding to customers and suppliers would not be
meaningful.
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CONNECTED TRANSACTIONS

Subscription Agreement

The Company and Premium Castle Limited (“Premium Castle”), a
company incorporated under the laws of British Virgin Islands, entered
into a new subscription agreement (the “New Subscription Agreement”),
pursuant to which the Company has conditionally agreed to subscribe
for and Premium Castle has conditionally agreed to issue a convertible
note in the principal amount of HK$18,600,000, being the outstanding
principal amount of HK$17,000,000 under the 2011 Convertible Note
and the outstanding interest in the sum of approximately HK$1,600,000
accrued under the 2010 Convertible Note and the 2011 Convertible Note
(collectively “Debt”), with maturity period of five years and coupon rate of
2% (the “Subscription”). The New Subscription Agreement constitutes
a discloseable transaction for the Company under Chapter 14 of the
Listing Rules as the applicable percentage ratios as defined under Rule
14.06 of the Listing Rules are more than 5% but less than 25%. The
New Subscription Agreement also constitutes a connected transaction
under Chapter 14A of the Listing Rules as the major shareholder of
Premium Castle is Mr. Wong Danny F., the Chairman and an executive
director of the Company, Premium Castle is therefore a connected
person of the Company. Accordingly, the New Subscription Agreement is
subject to the reporting, announcement and independent Shareholders’
approval requirements under the Listing Rules. Mr. Wong Danny F., who
is the Chairman and an executive director of the Company and a major
shareholder of Premium Castle, is regarded as having a material interest
in the New Subscription Agreement and therefore he abstained from
voting at the meeting of the Board at which the resolution approving the
New Subscription Agreement was passed and Mr. Wong Danny F. and
his associates were required to abstain from voting on the resolution
approving the New Subscription Agreement passed at the extraordinary
general meeting of the Company held on 25 February 2014. Details of
the Subscription were disclosed in the circular of the Company dated 7
February 2014. The New Subscription Agreement has been approved at
the extraordinary general meeting and was completed on the same day.

Upon completion of the Subscriptions on 25 February 2014, the
obligation of Premium Castle to pay the Debt has been released and the
Debt, which was previously recorded as current assets of the Company,
was reclassified as financial asset in the Company’s consolidated
statement of financial position.
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Placing Agreement

The Company entered into a placing agreement with Beijing Securities
Limited (the “Placing Agent”) on 13 July 2016 and 20 December 2016
respectively, pursuant to which the Placing Agent had agreed to place
82,000,000 new ordinary shares and 48,000,000 new ordinary shares
respectively on a best effort basis to not less than six independent
investors at the placing price of HK$0.28 per placing share and
HK$0.113 per placing share respectively. The placing shares were fully
taken up and no placing share has been allotted to the Placing Agent. Mr.
Wong Danny F., the Chairman and an executive director of the Company,
holds 84.85% of the shareholdings of the holding company of the Placing
Agent. Mr. Wong Danny F. is also a director of the Placing Agent and
the holding company of the Placing Agent. Hence, the Placing Agent is
an associate of Mr. Wong Danny F. and is therefore a connected person
of the Company within the meaning of the Listing Rules. The acting as
the Placing Agent is a connected transaction under Chapter 14A of the
Listing Rules.

The Board is of the view that the placing commission of 3% on the gross
proceeds of the placing was determined within arm’s length negotiation
between the parties with regard to the prevailing market practice and the
placing commission is on normal commercial terms, fair and reasonable.
As the relevant percentage ratios (other than the profits ratio) in respect
of the placing commission and the brokerage fees under Rule 14.07 of
the Listing Rules is less than 5% and the total consideration is less than
HK$3,000,000, the transaction constitutes a connected transaction
which is fully exempt from independent shareholders’ approval, annual
review and all disclosure requirements under Rule 14A.76(1) of the Listing
Rules.
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CONTINUING CONNECTED TRANSACTIONS
Investment Advising Service Agreement

On 16 May 2011, the Company and Beijing Capital Partners Limited
(“Beijing Capital”) had mutually agreed to terminate the investment
management agreement dated 16 November 2010 entered into between
the parties and there was no penalty and/or compensation to any party
in relation to the early termination of the agreement. At the meantime,
the Company and Beijing Capital entered into an Investment Advising
Service Agreement (the “IAS Agreement”) whereby Beijing Capital was
appointed to act as investment adviser of the Company and agreed to
provide investment advising services and present suitable investment
opportunities to the Company commencing from 16 May 2011. The IAS
Agreement has been terminated pursuant to the termination notice dated
30 June 2016 served by the Company to Beijing Capital. Pursuant to
Rule 21.13 of the Listing Rules, an investment adviser shall be regarded
as a connected person of the Company. Therefore, the entering into
of the IAS Agreement with Beijing Capital constitutes a continuing
connected transactions of the Company under Chapter 14A of the Listing
Rules. According to the terms and condition of the IAS Agreement, the
Company shall pay to Beijing Capital a monthly investment adviser fee of
HK$33,333. Therefore, it is exempted from the reporting, announcement
and independent shareholders’ approval requirements under Chapter
14A of the Listing Rules.

Investment Management Agreement

The investment management agreement dated 9 May 2015 (“Investment
Management Agreement”) entered into between the Company and
Enerchine Investment Management Limited (“Enerchine Investment”)
expired on 15 May 2016. The Company has extended the Investment
Management Agreement for a period of one year from 16 May 2016,
by entering into the supplemental Investment Management Agreement
dated 16 May 2016 (“Supplemental Investment Management
Agreement”). The Supplemental Investment Management Agreement
was on the same terms as the Investment Management Agreement with
a fixed management fee of HK$100,000 per month. The Supplemental
Investment Management Agreement dated 16 May 2016 has been
terminated pursuant to the termination notice dated 25 January 2017
issued by the Company to Enerchine Investment. Pursuant to Rule
14A.08 of the Listing Rules, an investment manager is deemed to be a
connected person of the Company. The entering into of the Supplemental
Investment Management Agreement with Enerchine Investment
constitutes a continuing connected transaction for the Company under
Chapter 14A of the Listing Rules but is exempted from the reporting,
announcement and independent shareholders’ approval requirements
under the Listing Rules.
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A new investment management agreement dated 1 November 2016 was
entered into between the Company and Avia Asset Management Limited
(‘New Investment Management Agreement”). Under the New Investment
Management Agreement, Avia Asset Management Limited agreed to
provide investment management services to the Company for a period
of one year from 1 November 2016 with a fixed management fee of
HK$55,000 per month. Pursuant to Rule 14A.08 of the Listing Rules, an
investment manager is deemed to be connected person of the Company.
The entering into of the New Investment Management Agreement with
Avia Asset Management Limited constitutes a continuing connected
transaction for the Company under Chapter 14A of the Listing Rules
but is exempted from the reporting, announcement and independent
shareholders’ approval requirements under the Listing Rules.

Custodian Agreement

Commencing from 11 March 2005, the Company appointed the Bank
of Communications Trustee Limited as its custodian for the provision
of custody services. The Bank of Communications Trustee Limited has
agreed to provide the Company with securities services including the
safe custody and physical settlement of the securities in the investment
portfolio of the Company, and the collection of dividends and other
entitlements in respect of such securities. The custodian agreement
between the parties (the “Custodian Agreement”) will continue be in force
until being terminated by either the Company or the custodian by the
giving to the other party of not less than 90 days’ notice in writing at any
time.

Pursuant to Rule 14A.08 of the Listing Rules, a custodian shall be
regarded as a connected person of the Company. Therefore, the
provision of services by the Bank of Communications Trustee Limited
under the Custodian Agreement constitutes continuing connected
transactions for the Company under Chapter 14A of the Listing Rules.

The Board, including the independent non-executive directors, is of
the view that the above continuing connected transactions have been
entered into (1) on normal commercial terms; (2) on an arm’s length basis;
and (3) in the ordinary and usual course of business of the Company, and
that the terms of the above continuing connected transactions were fair
and reasonable to the shareholders and the Company as a whole.

The Company confirms that it has received written confirmation from its
auditors confirming the matters stated under Rule 14A.56 of the Listing
Rules.
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PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the directors at the date of this annual report,
there is a sufficient prescribed public float of the issued shares of the
Company under the Listing Rules.

AUDIT COMMITTEE

The Audit Committee of the Company currently comprises of three
independent non-executive directors, Mr. Liu Jin, Mr. Char Shik Ngor,
Stephen and Mr. Law Tze Lun. Mr. Law Tze Lun serves as the chairman
of the Audit Committee.

The Audit Committee together with the management, have reviewed
the accounting principles and practices adopted by the Company and
discussed auditing, internal control and financial reporting matters
including a review of the audited consolidated financial statements for the
year.

EVENTS AFTER THE END OF THE
REPORTING PERIOD

0] On 10 January 2017, the Company completed a placing of
160,000,000 new ordinary shares of HK$0.01 each through a
placing agent to not less than six independent investors at a price
of HK$0.10 per placing share. The net proceeds of the placing is in
the amount of approximately HK$15.52 million, which represents
a net price of approximately HK$0.097 per placing share. The
balance of approximately HK$0.70 million was used for settlement
of the promissory notes interest. The balance of approximately
HK$10 million was used for investments in Hong Kong listed
securities pursuant to the investment objectives of the Group. The
balance of approximately HK$4.82 million was used for general
working capital. The proceeds were applied in accordance with
the intended purposes disclosed in the announcements. Details of
the placing were disclosed in the announcements of the Company
dated 6 January 2017 and 10 January 2017.
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(i)

(iii)

On 8 February 2017, the Company entered into the Settlement
Deed with Citizens pursuant to which the Company has agreed
with Citizens to settle the PN Deed and the outstanding interest of
approximately HK$25,716,000 and HK$5,101,000 respectively,
in the aggregate sum of approximately HK$30,817,000 as at 7
February 2017 thereon by issue of 800,000,000 shares at the
issue price of HK$0.025 per share and a convertible bond in the
principal amount of HK$11,000,000 to Citizens.

On 7 March 2017, the Company completed a placing of
110,000,000 new ordinary shares of HK$0.01 each through a
placing agent to not less than six independent investors at a
price of HK$0.142 per placing share. The net proceeds of the
placing is in the amount of approximately HK$15.15 million, which
represents a net price of approximately HK$0.138 per placing
share. The balance of approximately HK$0.2 million was used
for donation. The balance of approximately HK$5.96 million was
used for general working capital. The unutilised proceeds will be
used for future investments pursuant to the investment objectives
of the Group and/or as general working capital of the Group.
The proceeds were applied in accordance with the intended
purposes disclosed in the announcements. Details of the placing
were disclosed in the announcements of the Company dated 28
February 2017 and 7 March 2017.

AUDITORS

The consolidated financial statements for the years ended 31 December
2016 and 2015 were audited by HLB Hodgson Impey Cheng Limited
who will retire at the conclusion of the forthcoming annual general
meeting and being eligible, offer themselves for re-appointment. A
resolution for the re-appointment of HLB Hodgson Impey Cheng Limited
as auditors of the Company is to be proposed at the forthcoming annual
general meeting.

On behalf of the Board

Wong Danny F.
Chairman

Hong Kong, 31 March 2017
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Independent Auditors’ Report
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HLB

TO THE SHAREHOLDERS OF
NATIONAL INVESTMENTS FUND LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of National
Investments Fund Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 67 to 199,
which comprise the consolidated statement of financial position as at 31
December 2016, 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 year then
ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (‘HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

Key audit matter
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BRRETEE

MRBEFTERERBRMANERHE RRYAH
REMBHRRNEFRAEENTH GFLERER
ERMBABREAVBRRRLAZRRETR
B -RMAreHELFEREREFINER -

How our audit addressed the key audit matter

EANETNAEEBREETEE

Fair Value of Available-for-sale Financial Assets

THEEESRMEEZAAEED

Refer to Note 19 to the consolidated financial statements and the accounting policies in Note 2 to the consolidated financial statements.

H2HRA VBRI 19K G E M MARM 20 SETHE -

As at 31 December 2016, the Group held a portfolio of available-for-
sale financial assets with fair value of approximately HK$119,132,000.
Independent external valuations were obtained in order to support
management’s estimates. The valuations are dependent on certain key
assumptions that require significant management judgement, such as
share price volatility, credit spread, price to book ratio and discount rate.
RIBE—RE+TZA=+—H AEEFRBAHLESREEESH
RAEBEL 119,132,000 7T  BF B L SN EDIA A LA 15 B 12 B vk
ErofEREBEEENERAEB N X LBHRERE NREKS F8
BE mAREMTEX

Our procedures in relation to management’s
estimate on the fair value of the Group’s available-
for-sale financial assets included:

B EREHASEHEEsmEEANEE
HEET R T B

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

AHEB R ERE TIERE T eI MB B

° Assessing the methodologies used and the
appropriateness of the key assumptions
based on our knowledge of the relevant
investments and using our valuation experts;
and
IR P E BRI & &9 &880 ) A R PIHE B &
HEZRR  FHEAERANEN: &

o Checking, on a sample basis, the accuracy
and relevance of the input data used.
BB - B R 6V A BUR R T
AR R -

We found the key assumptions were supported by
the available evidence.

BPRRFGHERIRATEOIF -
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Independent Auditors’ Report
B R BN S

Key audit matter
BRENSEE

Impairment Assessment of Available-For-Sale Financial Assets

AHEEESRMEERBENMG

How our audit addressed the key audit matter

EANETNAEEERETER

Refer to Note 19 to the consolidated financial statements and the accounting policies in Note 2 to the consolidated financial statements.

FELRRE VBRI 10 R RS IS MR 2 & 5T BUR -

As at 31 December 2016, the Group held a portfolio of available-for-
sale financial assets with fair value of approximately HK$119,132,000
and recognised impairment of approximately HK$18,388,000 in the
consolidated statement of profit or loss and other comprehensive

income.
R-Z—XRE+=-_A=+—8" Mﬁlﬁ*ﬁﬂf&ﬁj SRMEENDIL
B1E A#9119,132,000/ 7t MR 4R & 1B M H 4th 2 M U 25 3R 3 fE 2R

{B4918,388,000/% 7T ©

The Group recognises impairment for available-for-sale financial assets
in the consolidated statement of profit or loss and other comprehensive
income when there is objective evidence of impairment, which includes
when there has been a significant or prolonged decline in the fair value of
an investment. The impairment recognised in the consolidated statement
of profit or loss and other comprehensive income is the cumulative
difference between cost and fair value. The impairment for available-for-
sale financial assets is significant and determination of whether there
is objective evidence of impairment involves significant management
judgement.

REEWRGE AR REMEEBGRRTOAHEESHEERE "
EAEREBRRNAE AP REERARBERARBENRE

FeBBEREMPERSERTARERDEENAERLEEZME
MEBEZE -AIHHESHEENREIENEETSDATERESR

EEIRE -
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Our procedures in relation to the impairment
assessment of the available-for-sale financial assets
included:

B EeREERELERBERNEFEH:

Comparing the fair values of all available-
for-sale financial assets as at 31 December
2016 to independent external valuations and
recalculating the cumulative fair value gain or

loss;

E‘ii_? NE+TZA=+—H8 KL®RAAH
s Eéﬁ?ﬁﬁ di‘?ﬁéﬁé%ﬁé?l\%lﬂﬁfﬁv
Ii%ﬁ HEFAAEEZEHEZ:

Discussing with management whether there
was any objective evidence of impairment of
individual available-for-sale financial assets
as at 31 December 2016 and critically
challenging management’s assertions and
conclusions; and

@i—% NE+ZRA=+—H HEEEF
MESTEAHLESREAENTBER ¥
ERENEEMERAEBEEANRE: &

Assessing whether there was objective
evidence of impairment for available-for-sale
financial assets where there was a cumulative
fair value loss as at 31 December 2016.

BE-FT—AFT-A=1—A FETHE
EERARNRHALRARDRENEEE
B

We found the assessment were supported by the
available evidence.

IR

SAEE SRR ABBRN K-



OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and
our auditors’ report thereon (“Other Information”).

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 THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

Independent Auditors’ Report
B AZEAN RS

Hifs 8

BERAEFAHEMER AR -HMERRREFR
NHMAEER BTEEEREMBHRR RN
ZEhmE ([EaeER]) -

BHEGAVBRENELL TREELMES R
PR HZEFEMERBREATANEERLR -

BRBRMERAYBRENET RANKETRH
BEMER EUBET ZEEMEEEEEES
MBEBERIBRMERTERPHRTROBRAFES
AREBREUTFFEERERBOANBER - ER K
PEARTHIE DRRMABREMERFEEXR
HERR HMERREZFE-EETE RKIR
BEMBSE -

BERAEFARARBEAGHNASEMNEL
MR EENREERAGINRERTE HHBE
EMPENGAVBHRE YHEARRREEEHM
BHREANBEINFEHNUFFRERMBBNEX
HRBRILTFEN AR ES B A -

ERBEAMBHRRE EFAETG E5ER
BREMEN YHEERABATREASELES
MER URERAHELCERSTER KIFES
BEHR BEREBRJEFELEE AFEEMCER
MEBERTER-

ETLREGRAAEE ERENMBEmEBIE-
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Independent Auditors’ Report
B R BN S

AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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

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

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

64
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° Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’
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 auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

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

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

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

Independent Auditors’ Report
B AZEAN RS
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Independent Auditors’ Report
B R BN S

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditors’
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 director on the audit resulting in this independent
auditors’ report is Wong Sze Wai, Basilia.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Wong Sze Wai, Basilia
Practising Certificate Number: PO5806

Hong Kong, 31 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meEmkHEMEEKRR

For the year ended 31 December 2016 #HZ=_—F

—RNF+ZA=+—HIFE

2016 2015
—E—-XF —E—hF
Notes HK$’000 HK$'000
Hiat FBT FET
Revenue I = 7 1,785 (27,193
Other income HAob YA 8 606 -
Change in fair value of conversion options ~ FJ IR EE RS~
embedded in convertible notes BREZ AREEE (292) (1,414)
Loss on disposal of subsidiaries HEMBAR ZEE 33 - (18,415)
Loss on disposal of available-for-sale HENREESHEEY
financial assets 518 - (127,138)
Impairment loss of available-for-sale AEEERMEEL
financial assets BB S ?‘E! (18,388)
Impairment loss of other tangible assets Bt BREE ZREREIE (86) s, 054)
Other operating expenses HihgiEM > (70,921) (120,193)
Finance costs BE KR 9 (11,922) (6,486)
Share of result of associates JE(REEE R A EE 18 (15,195) (8,743)
Loss before taxation BRELATE B (114,413) (312,636)
Taxation | 10 - -
Loss for the year FREER 11 (114,413) (312,636)
Other comprehensive (loss)/income Hih2m (FiE) IEs
Items that may be reclassified BEEBEEH 7 BZ
subsequently to profit or loss: BmikZHEE
— Net (loss)/gain on revaluation of —ERTHEESREEZ
available-for-sale financial assets (E18) W %% (22,560) 359
— Reclassification adjustments relating to -~ BRI EEREEY
available-for-sale financial assets B OEAE 18,388 -
- Reclassification upon disposal of —HEAHIECHEER
available-for-sale financial assets Epi R - 2,756
— Reclassification upon disposal of —HEMBARREF S
a subsidiary - (648)
Other comprehensive (loss)/income FERHEMEE (BB
for the year, net of income tax Wi B HIBRFTS B (4,172) 2,467
Total comprehensive loss for the year FR2HEEGEEE (118,585) (310,169)
Loss for the year attributable to: THSEEMEFRES:
Owners of the Company VIN/NCIEF DN (114,413) (312,636)
Total comprehensive loss for the year T3 & EBEEEFER
attributable to: ZHEEBEE:
Owners of the Company ZIN/NESIET DN (118,585) (310,169)
Loss per share BRER
Basic and diluted (HK cents) BEARREEE CBl) 15 (5.64) (18.42)

The accompanying notes form an integral part of these consolidated

financial statements.

BEMf 2 HE R SHE A M BHmER 2 — 800 -
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Consolidated Statement of Financial Position
e MR RR

As at 31 December 2016 N —_Z— X F+_-_A=+—H

2016 2015
ZE-XE ZE—hF
Notes HK$’000 HK$'000
i3 FBT FET
Assets: EE:
Non-current assets FREBEE
Property, plant and equipment Y B R 16 14,511 24,160
Other tangible assets HthwBREE 17 18,590 18,676
Interests in associates REtE AR 2 EE=S 18 - 15,195
Available-for-sale financial assets At ESRHERE 19 101,000 59,344
Conversion options embedded in AMEERNE 2
convertible notes AR 20 747 1,039
134,848 118,414
Current assets REEE
Available-for-sale financial assets AIHHESRERE 19 18,132 17,004
Financial assets at fair value RIERREANEE
through profit or loss Rz SREE 21 - 2,663
Prepayments, deposits and other FERRE e R
receivables H b e Uk FR 8 22 47,356 50,352
Promissory note receivable JE Hh L R R 23 - 3,000
Cash and bank balances e RIRTTHES 24 7,401 8,419
72,889 81,438
Total assets EE#AE 207,737 199,852
Equity: R
Capital and reserves attributable to EATEBA
owners of the Company EEBRAR#E
Share capital & 29 21,323 18,023
Reserves s 22,424 55,587
Total equity B 43,747 73,610
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Consolidated Statement of Financial Position
AR R

As at 31 December 2016 R-_ZT— < F+_A=+—H
2016 2015
—E-RF —ET—AF
Notes HK$’000 HK$'000
Hiat FET AT

Liabilities: a&:
Current liability REBEE

Accrued charges and other payables FEAS B 32 B oAt B 5 5B 26 55,011 17,577
Non-current liability FRBER

Promissory notes A B 27 108,979 108,665
Total liabilities =Rk 163,990 126,242
Total equity and liabilities ExRkAEHEE 207,737 199,852
Net current assets RBEEFE 17,878 63,861
Total assets less current liability EEAERARBERE 152,726 182,275

Approved by the Board of Directors on 31 March 2017 and signed on its
behalf by:

Wong Danny F.
SERR
Executive Director

HITEE

The accompanying notes form an integral part of these consolidated
financial statements.

KEFEN_ZE—LF=A=+—HHERBHNUT

ATREREZ:

Wu Tse Wai, Frederick
RTE
Executive Director

HITEE

BEMf 2 P E R FR A M HAR 2 — 80 °
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Consolidated Statement of Changes in Equity
mEEREEX

For the year ended 31 December 2016 #HZEZ T — A NF+_A=+—HIFE

Attributable to owners of the Company

NG 2PN 1
Available-
for-sale
Share financial
option  assets equity Exchange
Share Share reserve reserve reserve  Accumulated
capital premium (Note (i) (Note (ii)) (Note (iii)) losses Total
AHEE
SREE
BRERE Bk EifE
& R EE (Hn) (Kiiy) (Het(i)) S i aE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR Thn FER FEx FEx TR
At 1 January 2015 RZZ-15—-A-A 15,920 573,562 29,229 (2,461) 0648 (320,9086) 295,992
Loss for the year FRER - - - - - (312,636) (312,636)
Other comprehensive income/(loss) FREMZERE/ (B58)
for the year, net of income tex BHBRAER - - - 3115 (64) - 2,467
Total comprehensive incomey/(oss) EN2E
for the year i/ (B8 e - - - 3,115 (648) (312,636) (310,169)
Share options exercised B ERE 1,582 92,790 (27,036) - - - 67,336
Placing [ 521 20,782 - - - - 21,303
Placing expenses RERT - (852) - - - - (852)
At 31 December 2015and 1 January 2016 R=F— 1%
+=ZA=+-8k
Y 18,023 686,282 2,193 654 - (633,542) 73,610
Loss for the year FRER - - - - - (114,413) (114413)
Other comprehensive loss for the year, FREMZEES
net of income tax BHBRAER - - - (22,560) - - (22,560)
Reclassffication adjustments relating to BRI ESRERL
avallable-for-sale financial assets BN EAE - - - 18,388 - - 18,388
Total comprehensive loss for the year FREZAFELE - - - (4172) - (114,413) (118,585)
Placing iE 3,300 89,084 - - - - 92,384
Placing expenses RERT - (3,662) - - - - (3662)
At 31 December 2016 RZB-RE+ZAZ1-H 21,323 771,704 2,193 (3,518) - (747,955) 43,747
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Notes:

(i)

(i)

For the year ended 31 December 2016

Share option reserve relates to share options granted under the
Company'’s share option scheme and which are reclassified to share
capital and share premium when the share options were exercised, and
to accumulated losses when the share options were lapsed or expired.

Available-for-sale financial assets equity reserve relates to the
cumulative gains or losses arising on the change in fair values of
available-for-sale financial assets that have been recognised in other
comprehensive income, net of amounts reclassified to profit or loss
when those financial assets are disposed or impaired.

Exchange reserve relates to the net assets of the Group’s associates’
foreign operations from their functional currency to the associates’
presentation currency.

The accompany notes form an integral part of these consolidated
financial statements.

Consolidated Statement of Changes in Equity

)

(i)

(i)
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Consolidated Statement of Cash Flows
GEHRERER

For the year ended 31 December 2016 #HZEZ T — A NF+_A=+—HIFE

2016 2015

—E-RF —T—AF

Notes HK$’000 HK$'000
Hiat TET AT

Cash flows from operating activities REXEBCRERE

Bank interest income received BRI TR B WA 20 48
Proceeds from sale of financial assets HERBRREANEBEYIE

at fair value through profit or loss ZERERE TS HIE 7,459 110,693
Cash payments to acquire financial assets ~ WIBAIBZERIZABED I

at fair value through profit or loss CTEBMEEC fﬁ/i\ A (4,997) (23,020)
Cash payments to employees BTREZIEER (15,715) (20,634)
Cash payments to other suppliers LTEMEER J"E/i\ FIA (32,863) (70,240)
Cash payments to acquire available-for-sale W ATt HES R EE 2

financial assets e FIA 19 (63,896) (1,800)
Net cash outflow from operating BREERBHESREBE

activities (109,992) (4,953)
Cash flows from investing activities REZHZEESRE
Purchase of property, plant and equipment BB E ¥ ¥  B= R &RE (1,594) (26,819)
Cash payments to acquire a convertible IR TR IR 2 IR & FUB

note 19 - (50,125)
Net proceeds from disposal of a convertible & A # jG Zi% ~

note FTiS REF 58 19 - 9,975
Proceeds from disposal of subsidiaries HEMB AR 2B HIE 33 - 10,000
Net cash outflow from investing activities RE ZE 2R &7 H B8 (1,594) (56,969)
Cash flows from financing activities METBCRERE
Proceeds from placing il & AT 15 30718 92,384 21,303
Placing expenses =53 (3,662) (852)
Proceeds from issuance of shares upon I EETFEEITRD Z

exercise of share options FriS a8 - 67,336
Proceeds from short-term loans EHERZ SR E 85,000 30,000
Repayment for short-term loans EERHBHER (61,218) (62,500)
Interest paid BT F A (1,936) (1,435)
Net cash inflow from financing activities BEFB 2R ERANEE 110,568 53,852
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Consolidated Statement of Cash Flows -
rAERSRER

For the year ended 31 December 2016 HE-—ZT— R E+-A=+—HIFE

2016 2015
—E-XRE —ZE—hfF
HK$’000 HK$'000
FHERT FHET
Net decrease in cash and RekRESEEERRIDFHE
cash equivalents (1,018) (8,070)
Cash and cash equivalents FUzREeRESEEER
at the beginning of the year 8,419 16,489
Cash and cash equivalents FR2BSRESEEER
at the end of the year 7,401 8,419
Analysis of the balances of cash and ReRRSEEEAFEHZ
cash equivalents AT
Cash and bank balances H& RIRTTHH 7,401 8,419

The accompany notes form an integral part of these consolidated BET < B sE Bt SR A MR 2 — 2B o
financial statements.
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Notes to Consolidated Financial Statements
e MR MIEE

For the year ended 31 December 2016 #HZ—ZFT—"F+-_A=+—HIFE

1.

74

CORPORATE INFORMATION

The Company was incorporated on 28 June 2002 as an exempted
company with limited liability in the Cayman Islands under the
Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. Its substantial shareholder is CCM
Financial Corporation, a company incorporated in the British Virgin
Islands.

The principal activity of the Group is investment in listed and
unlisted companies. Particulars of the subsidiaries are set out in
Note 37 to the consolidated financial statements.

The address of the registered office of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands. The principal place of business of the Company
is located at 20/F., Octa Tower, 8 Lam Chak Street, Kowloon Bay,
Hong Kong.

The shares of the Company were listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) with effect from 27
September 2002.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

(a) Statement of compliance

The consolidated financial statements have been prepared
in accordance with HKFRSs, which is a collective term
that includes all applicable individual HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the HKICPA, and accounting principles generally
accepted in Hong Kong. In addition, the consolidated
financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) and
the Hong Kong Companies Ordinance.

These consolidated financial statements are presented in
Hong Kong dollars, which is also the functional currency
of the Company. All values are rounded to the nearest
thousand (HK$'000) except otherwise indicated.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a)

(b)

Statement of compliance (Continued)

The preparation of consolidated financial statements in
conformity with HKFRSs requires the use of certain critical
accounting estimates. It also requires management to
exercise its judgment in areas where assumptions and
estimates are significant to the consolidated financial
statements, are discussed in Note 4.

Basis of preparation

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

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

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technigue. 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, leasing transactions that are
within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as
net realisable value in HKAS 2 or value in use in HKAS 36.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

76

(b)

(c)

Basis of preparation (Continued)

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

° 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.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (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.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(c)

Basis of consolidation (Continued)

When the Group has less than a majority of the voting
rights of an investee, it has power over the investee when
the voting rights are sufficient to give it the practical ability
to direct the relevant activities of the investee unilaterally.
The Group considers all relevant facts and circumstances
in assessing whether or not the Group’s voting rights in an
investee are sufficient to give it power, including:

° the size of the Group’s holding of voting rights relative
to the size and dispersion of holdings of the other vote
holders;

° potential voting rights held by the Group, other vote
holders or other parties;

. rights arising from other contractual arrangements;
and
° any additional facts and circumstances that indicate

that the Group has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns
at previous shareholders’ meetings.

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

Profit or loss and each component 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.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

78

(c)

Basis of consolidation (Continued)

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

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

Changes in the Group’s ownership interests in
existing subsidiaries

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

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the
consideration received and the fair value of any retained
interest and (i) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests. All amounts previously recognised
in other comprehensive income in relation to that subsidiary
are accounted for as if the Group had directly disposed
of the related assets or liabilities of the subsidiary (i.e.
reclassified to profit or loss or transferred to another category
of equity as specified/permitted by applicable HKFRSs). The
fair value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair value
on initial recognition for subsequent accounting under HKAS
39 or, when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT 2. FESHBEME (&)

ACCOUNTING POLICIES (CONTINUED)

(d) Business combination

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.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

80

(d) Business combination (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the
net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. If, after reassessment,
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.

Non-controlling interests that are present ownership
interests and entitle 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 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 against
goodwill. Measurement period adjustments are adjustments
that arise from additional information obtained during the
measurement period about facts and circumstances that
existed at the acquisition date. Measurement period cannot
exceed one year from the acquisition date.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2. FTESTHHEME (&)

d) XBa6f (F)

(d) Business combination (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 dates 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 dates in accordance with HKAS 39, or
HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or loss
being recognised in profit or loss.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree
is remeasured to its acquisition-date fair value and the
resulting gain or loss, if any, is recognised in profit or loss.
Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in
other comprehensive income are reclassified to profit or loss
where such treatment would be appropriate if that interest
were disposed of.

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, or 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.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

82

(e) Goodwill

(f)

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

For the purposes of impairment testing, goodwill is allocated
to each of the Group’s cash-generating units (“CGUs”")
(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 an
indication that the unit may be impaired. 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 pro rata 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.

On disposal of the relevant CGU, the attributable amount of
goodwill is included in the determination of the profit or loss
on disposal.

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 over those policies.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(f)

Investments in associates (Continued)

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting, except when the
investment, or a portion thereof, is classified as held for sale,
in which case it is accounted for in accordance with HKFRS
5. Under the equity method, an investment in an associate is
initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the
Group’s share of the profit or loss and other comprehensive
income of the associate. 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.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

84

(f)

Investments in associates (Continued)

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

The Group discontinues the use of the equity method from
the date when the investment ceases to be an associate,
or when the investment is classified as held for sale. When
the Group retains an interest in the former associate and the
retained interest is a financial asset, the Group measures
the retained interest at fair value at that date and the fair
value is regarded as its fair value on initial recognition in
accordance with HKAS 39. The difference between the
carrying amount of the associate at the date the equity
method was discontinued, and the fair value of any retained
interest and any proceeds from disposing of a part interest
in the associate is included in the determination of the
gain or loss on disposal of the associate. 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)
when the equity method is discontinued.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(f)

(9)

Investments in associates (Continued)

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

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

When a group entity transacts with an associate 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.

Property, plant and equipment

Property, plant and equipment including leasehold
improvement, furniture and fixtures, office equipment,
computer and motor vehicles, are stated in the consolidated
statement of financial position at cost, less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any. The cost of an item of property
comprises its purchase price and any directly attributable
costs of bringing the assets to its location and working
condition for its intended use. Expenses incurred after
item of property, plant and equipment have been put into
operation, such as repair and maintenance, is normally
charged to the consolidated statement of profit or loss and
other comprehensive income in the period in which it is
incurred. In situation where it can be clearly demonstrated
that the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use
of an item of property, plant and equipment and where the
cost of the item can be measured reliably, the expenditure
is capitalised as an additional cost of assets and as a
replacement.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(9)

(h)

86

Property, plant and equipment
(Continued)

Depreciation is calculated on the straight-line method basis
to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
lives. The principal annual rates used for the purpose are as
follows:

Leasehold improvement 33%
Furniture and fixtures 10-50%
Office equipment 20%
Computer 50%
Motor vehicles 20%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item allocated
on a reasonable basis among the parts and each part is
depreciated separately.

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

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 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.

Art works and diamonds

Art works and diamonds are stated at cost less accumulated
impairment loss.

Art works and diamonds are derecognised upon disposal.
Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included
in the profit or loss in the period in which the item is
derecognised.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments

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

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

Financial assets

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

Effective interest method

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

Income is recognised on an effective interest basis for debt
instruments other than those financial assets classified as at
FVTPL.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

88

(i

Financial instruments (Continued)

Financial assets (Continued)
Financial assets at FVTPL

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

A financial asset is classified as held for trading if:

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

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

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

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

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

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

it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 Financial
Instruments: Recognition and Measurement permits
the entire combined contract to be designated as at
FVTPL.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)

Financial assets (Continued)

Financial assets at FVTPL (Continued)

Financial assets at FVTPL are stated at fair value, with any
gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or loss
incorporates any dividend or interest earned on the financial
asset and is included in the consolidated statement of profit
or loss and other comprehensive income.

AFS financial assets

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

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

Dividends on AFS equity investments are recognised in profit
or loss when the Group’s right to receive the dividends is
established.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

920

(i

Financial instruments (Continued)

Financial assets (Continued)
AFS financial assets (Continued)

The fair value of AFS monetary financial assets denominated
in a foreign currency is determined in that foreign currency
and translated at the spot rate prevailing at the end of
the reporting period. The foreign exchange gains and
losses that are recognised in profit or loss are determined
based on the amortised cost of the monetary asset. Other
foreign exchange gains and losses are recognised in other
comprehensive income.

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

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Loans and receivables (including deposits
and other receivables, promissory note receivable and cash
and bank balances) are measured at amortised cost using
the effective interest method, less any impairment.

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets

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

For AFS equity investments, a significant or prolonged
decline in the fair value of the security 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 a default or delinquency in
interest or principal payments; or

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

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

For financial assets that are 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 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.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

92

(i

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets (Continueqd)

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. When
a trade receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries
of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.

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.

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 was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed does not
exceed what the amortised cost would have been had the
impairment not been recognised.

In respect of AFS equity securities, impairment losses
previously recognised in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent
to an impairment loss is recognised in other comprehensive
income and accumulated under the heading of investments
revaluation reserve. In respect of AFS debt securities,
impairment losses are subsequently reversed through profit
or loss if an increase in the fair value of the investment can be
objectively related to an event occurring after the recognition
of the impairment loss.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i

Financial instruments (Continued)

Financial liabilities and equity instruments
Classification as debt or equity

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

Equity instruments

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

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Financial liabilities

Financial liabilities are classified as other financial liabilities.

Other financial liabilities

Other financial liabilities (including accrued charges and
other payables and promissory notes) are subsequently
measured at amortised cost using the effective interest
method.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

94

(i

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees 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 liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised on an effective interest basis.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, 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 continues to recognise
the asset to the extent of its continuing involvement and
recognises an associated liability. If the Group retains
substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised
borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i

@)

Financial instruments (Continued)

Derecognition (Continued)

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

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

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash at banks and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments which
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management.

Notes to Consolidated Financial Statements
A BRI
BE-_Z—XREt+-_A=1t—BILEE

2. FESTHHEME (&)

() £®IAE (&)

AU ()

BREEALLERIN AREREREE
ZBERESRAEREERER Z MR
RIEFERZ BN 2 RRZMERS
EAHZHEBARBEER DA -KLE
EABOE K2 FEASERZANE
WRERECREMZHKSEERED
oz Em Rt R B R 2 AME 2 =
R IREmRER - CREtbEE K
MR 2 Rt e ok B 1R IR A B W R AR 19
REILERBOZABAREBEEZS
EREELR DR

AEBEENETERE  BUHRK LR
NERIERSHBAE R ILHER
cRABCEmEBERAC N RENKE
Bz EZHaniBaRER -

() RERREEEEA

AEAaRERERME RekBeF
BEAERITRFERS FHRNIETT
REMEREEZERER A RATEE
BEfRCHeRRecERRRS T
RE MREFREZBEEEEZARRE
TRBEHRERE (—RAEBA
BHEERT =@ ARZIH) LD RMEAR
ERREEVTHEARAEERCEELTR
B ZRITE -

BRREESHERAT 2016558 95



Notes to Consolidated Financial Statements

f= A

PR M ot

IaN=1%

For the year ended 31 December 2016 #HZEZ =T —"F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

96

(k) Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivables.

Revenue represents dividend income from securities
investments, bank interest income, other interest/dividend
income from financial assets and net gain/loss on financial
assets at FVTPL.

Provided it is probable that the economic benefits will flow
to the Group and the revenue can be measured reliably,
revenue is recognised in the consolidated statement of profit
or loss and other comprehensive income as follows:

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

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

Net gain/loss on financial assets at FVTPL is
recognised on the transaction dates when the relevant
contracts are executed.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

0

Taxation

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

Current tax

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

Deferred tax

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

0

Taxation (Continued)

Deferred tax (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 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.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

0

(m)

Taxation (Continued)

Current and deferred tax for the year

Current and deferred tax are 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.
Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is
included in the accounting for the business combination.

Impairment of tangible assets other than
goodwill

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible assets 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 CGU to which the asset belongs. When
a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
CGUs, or otherwise they are allocated to the smallest group
of CGUs for which a reasonable and consistent allocation
basis can be identified.

Recoverable amount is the higher of fair value less costs to
sell 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 CGU) is estimated
to be less than its carrying amount, the carrying amount of
the asset (or the CGU) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or
loss.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(m) Impairment of tangible assets other than

(n)
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goodwill (Continued)

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

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle the
obligation, and a reliable estimate can be made of the
amount of the obligation.

The amount recognised as a provision is the best estimate
of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. When
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (when the effect of the time
value of money is material).

When some or all of the economic benefits required to settle
a provision are expected to be recovered from a third party,
a receivable is recognised as an asset if it is virtually certain
that reimbursement will be received and the amount of the
receivable can be measured reliably.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(o)

(p)

Contingent liabilities and contingent
assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events
that is not recognised because it is not probable that outflow
of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the consolidated financial statements. When a
change in the probability of an outflow occurs so that outflow
is probable, they will then be recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain
events not wholly within the control of the Group.

A contingent asset is not recognised but is disclosed in
the notes to the consolidated financial statements when
an inflow of economic benefits is probable. When inflow is
virtually certain, an asset is recognised.

Employee benefits

Retirement benefits scheme

The Group has participated in the Mandatory Provident
Fund Scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Scheme Ordinance. The assets of the MPF
Scheme are held separately from those of the Group in
an independently administered fund. The MPF Scheme is
generally funded by payments from employees and by the
Group. The Group’s contributions to the MPF Scheme are
expensed as incurred in accordance with the rules of the
MPF Scheme and are not reduced by contributions forfeited
by those employees who leave the MPF Scheme prior to
vesting fully in the contributions.
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For the year ended 31 December 2016 #HZEZ T — R "F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(p)

(q)

Employee benefits (Continued)

Employee leave entitlements

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

Employee entitlements to sick leave and maternity or
paternity leave are not recognised until the time of leave.

Profit sharing and bonus plans

The expected cost of profit sharing and bonus payments are
recognised as a liability when the Group has a present legal
or constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be
made.

Liabilities for profit sharing and bonus plan are expected to
be settled within twelve months and are measured at the
amounts expected to be paid when they are settled.

Equity-settled share-based payments
transactions

Equity-settled share-based payments to employees and
others providing similar services are measured at the fair
value of the equity instruments at the grant date. Details
regarding the determination of the fair value of equity-settled
share-based payments transactions are set out in Note 35.

The fair value determined at the grant date of the equity-
settled share-based payments is expensed on a straight-
line basis over the vesting period, based on the Group’s
estimate of equity instruments that will eventually vest, with a
corresponding increase in equity (share option reserve).

At the end of each reporting period, the Group revises its
estimate of the number of equity instruments expected to
vest. The impact of the revision of the original estimates, if
any, is recognised in profit or loss such that the cumulative
expense reflects the revised estimate, with a corresponding
adjustment to share option reserve.
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For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

() Equity-settled share-based payments

(r)

transactions (Continued)

For share options that vest immediately at the date of grant,
the fair value of the share options granted is expensed
immediately to profit or loss.

When share options are exercised, the amount previously
recognised in share option reserve will be transferred to
share premium. When share options are forfeited after the
vesting date or are still not exercised at the expiry date, the
amount previously recognised in share option reserve will be
transferred to retained earnings.

Leasing

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset
are consumed. Contingent rentals arising under operating
leases are recognised as an expense in the period in which
they are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as
a reduction of rental expense on a straight-line basis, except
where another systematic basis is more representative of
the time pattern in which economic benefits from the leased
asset are consumed.

The Group as lessor

Rental income from operating leases is recognised on
a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the
leased asset and recognised on a straight-line basis over the
lease term.
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Notes to Consolidated Financial Statements
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(s) Related parties transactions

A party is considered to be related to the Group if:

@

A person or a close member of that person’s family is
related to the Group if that person:

U

(i
(i)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel
of the Group or of a parent of the Group.

An entity is related to the Group if any of the following
conditions applies:

U

(i

(i)

V)

the entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiaries is related to
the others);

one entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member);

both entities are joint ventures of the same third
party;

one entity is a joint venture of a third entity
and the other entity is an associate of the third
entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is
itself such a plan, the sponsoring employees are
also related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);
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Notes to Consolidated Financial Statements
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For the year ended 31 December 2016 #HZ T —XF+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(s) Related parties transactions (Continued)

A party is considered to be related to the Group if:
(Continued)

(b)  An entity is related to the Group if any of the following
conditions applies: (Continued)

(v a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity); or

(vii) ~ the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.

Close family members of an individual are those family
members who may be expected to influence, or be influence
by, that person in their dealings with the entity and include:

(@) that person’s children and spouse or domestic
partner;

(b)  children of that person’s spouse or domestic partner;
and

(c)  dependants of the person or that person’s spouse or
domestic partner.

A transaction is considered to be a related party transaction
when there is a transfer of resources or obligations between
the Group and a related party, regardless of whether a price
is charged.
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Notes to Consolidated Financial Statements
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(t)

Foreign currencies

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

Exchange differences on monetary items are recognised in
profit or loss in the period in which they arise except for:

° exchange differences on foreign currency borrowings
relating to assets under construction for future
productive use, which are included in the cost of those
assets when they are regarded as an adjustment to
interest costs on those foreign currency borrowings;

° exchange differences on transactions entered into in
order to hedge certain foreign currency risks; and

° exchange differences on monetary items receivable
from or payable to a foreign operation for which
settlement is neither planned nor likely to occur
(therefore forming part of the net investment in the
foreign operation), which are recognised initially in
other comprehensive income and reclassified from
equity to profit or loss on repayment of the monetary
items.

106 National Investments Fund Limited Annual Report 2016

2. FESTHHEME (&)

)y e

RESENEEERZMBEHRRE LA
BERVEERUIINZER (IMNE) T2
RZBXZFABITZEXTER-NE2
WEAR ASNEDIEZ ERIAREZE
ZBITEXRERRE - UINEDEL R
NREBEIEZFEBEEREELR
BEZHZBITEXEMGE -UIHNE
SMEN IRE LA EZIFERHE T
TEHBRE-

EREEMELZELZRINELS
IR R AR 1A NS IERRIN

o BERREERGIHEEEERH
ZINEREZERLZRE RFERL
ERRBERZSINEBERBK
RZPBEHAZSTEEZKAL:

o ARYMETINERRMETZIRZS
ZELER M

o BUEENBEIEBZEREBZ
ENERE MAEFSEE T
RAlgeis & (BB SN R
BRBEz 0 ZRFENER
VEREMEERERER  WRE
EEREERARaEN S EEE
HER



For the year ended 31 December 2016

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(t)

Foreign currencies (Continued)

For the purposes of presenting consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) using exchange rates
prevailing at the end of each reporting period. Income and
expense items are translated at the average exchange rates
for the period, unless exchange rates fluctuate significantly
during that period, in which case the exchange rates at the
dates of the transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive income
and accumulated in equity under the heading of foreign
currency translation 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, a disposal
involving loss of control over a subsidiary that includes a
foreign operation, or a partial disposal of an interest in a
joint arrangement or an associate that includes a foreign
operation of which the retained interest becomes a financial
asset), all of the exchange differences accumulated in equity
in respect of that operation attributable to the owners of the
Company are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that includes a foreign operation that does not result in the
Group losing control over the subsidiary, the proportionate
share of accumulated exchange differences are re-attributed
to non-controlling interests and are not recognised in profit
or loss. For all other partial disposals (i.e. partial disposals
of associates or joint arrangements that do not result
in the Group losing significant influence or joint control),
the proportionate share of the accumulated exchange
differences is reclassified to profit or loss.

Goodwill and fair value adjustments to identifiable assets
acquired and liabilities assumed through acquisition of a
foreign operation are treated as assets and liabilities of the
foreign operation and translated at the rate of exchange
prevailing at the end of each reporting period. Exchange
differences arising are recognised in other comprehensive
income.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(u) Borrowing costs

(v)

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

Segment reporting

Operating segments, and the amounts of each segment
item reported in the consolidated financial statements, are
identified from the financial information provided regularly
to the Group’s most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the Group’s various lines of business and
geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar economic
characteristics and are similar in respect of the nature of
products and services, the nature of production processes,
the type of class of customers, the methods used to
distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.
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Notes to Consolidated Financial Statements -
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For the year ended 31 December 2016 #HZ T —XF+_A=+—HILFE

APPLICATION OF NEW AND REVISED 3. ERFHITIRKZEITIEEBNERSE
HONG KONG FINANCIAL REPORTING ZE 8

STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first time, RAFE AEEEXEANTHEESAIR
the following new and revised standards, amendments and SEBIRAEER =T — /_\ﬁfﬂ —Hzk &
interpretations (“new and revised HKFRSs”) issued by the HKICPA, Fts 2 B RS E AR 2 #Ta] RASIEET 2R - B8 2K
which are effective for the Group’s financial year beginning on or RZEE ([FE] RSB EBVBREER]]) -

after 1 January 2016.

HKFRSs (Amendments) Annual Improvements to HKFRSs BB RS %R —EFE-FT-MEF
2012-2014 Cycle (1&24) ﬂHHZE,% B IEE
B E e
HKFRS 10, HKFRS 12 and  Investment Entities: Applying the ERVBHMELEN  REEFE: ERALZREOIH
HKAS 28 (Amendments)  Consolidation Exception F105%% BB BR

WELRFE125E R
HFeaatEl

2855 (1&2)
HKFRS 11 (Amendments)  Accounting for Acquisition of AEMBREER  WEBRALERER 2T
Interests in Joint Operations B115% (B2 gL
HKFRS 14 Regulatory Deferral Accounts BBMIEHREER  EEERLERE
E145%
HKAS 1 (Amendments) Disclosure Initiative EBGTERNFEIH WETE
(1BR)
HKAS 16 and HKAS 38 Clarification of Acceptable Methods BEeHERE16 BENEMEHE BT
(Amendments) of Depreciation and Amortisation REBGTER FE
83855 (1&240)
HKAS 16 and HKAS 41 Agriculture: Bearer Plants BB EE ‘EE'J%WG?FL BE AEENHED
(Amendments) &%f/a =l
F415% (820
HKAS 27 (Amendments)  Equity Method in Separate Financial EBGEIERIE7 B EIRER 2 S
Statements (&2
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For the year ended 31 December 2016 & Z —Z

3.

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

Annual Improvements to HKFRSs 2012-2014
Cycle

The Annual Improvements to HKFRSs 2012-2014 Cycle include
a number of amendments to various HKFRSs, which are
summarised below.

The amendments to HKFRS 5 introduce specific guidance in
HKFRS 5 for when an entity reclassifies an asset (or disposal
group) from held for sale to held for distribution to owners (or vice
versa), or when held-for-distribution accounting is discontinued.
The amendments shall be applied prospectively.

The amendments to HKFRS 7 Disclosure — Offsetting Financial
Assets and Financial Liabilities provide additional guidance to
clarify whether a servicing contract is continuing involvement in
a transferred asset for the purpose of the disclosures required
in relation to transferred assets and clarify that the offsetting
disclosures (introduced in the amendments to HKFRS 7 issued
in December 2011 and effective for periods beginning on or after
1 January 2013) are not explicitly required for all interim periods.
However, the disclosures may need to be included in condensed
interim financial statements to comply with HKAS 34 /nterim
Financial Reporting.

The amendments to HKAS 19 clarify that the high quality corporate
bonds used to estimate the discount rate for postemployment
benefits should be issued in the same currency as the benefits
to be paid. These amendments would result in the depth of
the market for high quality corporate bonds being assessed at
currency level. The amendments apply from the beginning of the
earliest comparative period presented in the financial statements
in which the amendments are first applied. Any initial adjustment
arising should be recognised in opening retained earnings of the
earliest comparative period presented.
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For the year ended 31 December 2016

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

Annual Improvements to HKFRSs 2012-2014
Cycle (Continued)

The amendments to HKAS 34 clarify the requirements relating to
information required by HKAS 34 that is presented elsewhere in
the interim financial report. The amendments require that such
information be incorporated by way of a cross reference from the
interim financial statements to the other part of the interim financial
report that is available to users on the same terms and at the same
time as the interim financial statements.

The application of the said amendments to HKFRSs has had no
material effect on the Group’s consolidated financial statements.

Amendments to HKFRS 10, HKFRS 12 and
HKAS 28 Investment Entities: Applying the
Consolidation Exception

The amendments to HKFRS 10 Consolidated Financial
Statements, HKFRS 12 Disclosure of Interests in Other Entities and
HKAS 28 Investments in Associates and Joint Ventures clarify that
the exemption from preparing consolidated financial statements
is available to a parent entity that is a subsidiary of an investment
entity, even if the investment entity measures all its subsidiaries at
fair value in accordance with HKFRS 10. The amendments also
clarify that the requirement for an investment entity to consolidate a
subsidiary, whose main purpose is to provide services and activities
that are related to the investment activities of the investment entity
parent, applies only to subsidiaries that are not investment entities
themselves.

The application of these amendments to HKFRS 10, HKFRS
12 and HKAS 28 has had no material impact on the Group’s
consolidated financial statements as the Group is not an
investment entity and does not have any subsidiary, associate or
joint venture that qualifies as an investment entity.

Notes to Consolidated Financial Statements
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- Notes to Consolidated Financial Statements
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For the year ended 31 December 2016 #HZEZ =T —"F+-_A=+—HILFE

3.

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

Amendments to HKFRS 11 Accounting for
Acquisitions of Interests in Joint Operations

The amendments to HKFRS 11 provide guidance on how to
account for the acquisition of a joint operation that constitutes
a business as defined in HKFRS 3 Business Combinations.
Specifically, the amendments state that the relevant principles
on accounting for business combinations in HKFRS 3 and other
standards (e.g. HKAS 36 regarding impairment testing of a CGU
to which goodwill on acquisition of a joint operation has been
allocated) should be applied. The same requirements should be
applied to the formation of a joint operation if and only if an existing
business is contributed to the join operation on its formation by one
of the parties that participate in the joint operation.

A joint operator is also required to disclose the relevant information
required by HKFRS 3 and other standards for business
combinations.

The amendments to HKFRS 11 apply prospectively for annual
periods beginning on or after 1 January 2016. The application of
these amendments to HKFRS 11 has had no material impact on
the Group’s consolidated financial statements.

Amendments to HKAS 1 Disclosure Initiative

The amendments to HKAS 1 are designed to further encourage
companies to apply professional judgment in determining what
information to disclose in their financial statements. For example,
the amendments make clear that materiality applies to the whole of
financial statements and that the inclusion of immaterial information
can inhibit the usefulness of financial disclosures. Furthermore,
the amendments clarify that companies should use professional
judgment in determining where and in what order information is
presented in the financial disclosures.

The application of these amendments to HKAS 1 has had no
material impact on the Group’s consolidated financial statements.
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For the year ended 31 December 2016 #HZE T —"F+-_A=+—HILFE

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

Amendments to HKAS 16 and HKAS 38
Clarification of Acceptable Methods of
Depreciation and Amortisation

The amendments to HKAS 16 prohibit entities from using a
revenue-based depreciation method for items of property, plant
and equipment. The amendments to HKAS 38 introduce a
rebuttable presumption that revenue is not an appropriate basis for
amortisation of an intangible asset. This presumption can only be
rebutted in the following two limited circumstances:

° when the intangible asset is expressed as a measure of
revenue; or

o when it can be demonstrated that revenue and consumption
of the economic benefits of the intangible asset are highly
correlated.

The amendments apply prospectively for annual periods beginning
on or after 1 January 2016. Currently, the Group uses the straight-
line method for depreciation for its plant and equipment. The
directors of the Company believe that the straight-line method
is the most appropriate method to reflect the consumption
of economic benefits inherent in the respective assets and
accordingly, the application of these amendments to HKAS 16 and
HKAS 38 has had no material impact on the Group’s consolidated
financial statements.

Amendments to HKAS 27 Equity Method in
Separate Financial Statements

The amendments allow an entity to account for investments in
subsidiaries, joint ventures and associates in its separate financial
statements:

L at cost;

° in accordance with HKFRS 9 Financial Instruments (or

HKAS 39 for entities that have not yet adopted HKFRS 9); or

° using the equity method as described in HKAS 28
Investments in Associates and Joint entures.
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IN=E:

3.

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

Amendments to HKAS 27 Equity Method in
Separate Financial Statements (Continued)

The accounting option must be applied by category of
investments.

The amendments also clarify that when a parent ceases to be an
investment entity, o becomes an investment entity, it shall account
for the change from the date when the change in status occurred.

In addition to the amendments to HKAS 27, there are
consequential amendments to HKAS 28 to avoid a potential
conflict with HKFRS 10 Consolidated Financial Statements and to
HKFRS 1 First-time Adoption of Hong Kong Financial Reporting
Standards.

The directors of the Company do not anticipate that the application
of these amendments to HKAS 27 will have a material impact on
the Group’s consolidated financial statements.

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

For the year ended 31 December 2016 #HZE T —"F+-_A=+—HILFE

APPLICATION OF NEW AND REVISED 3. EAHIRKZEBIEBUERE
HONG KONG FINANCIAL REPORTING 28| ()
STANDARDS (“HKFRSs”) (CONTINUED)
The Group has not early applied the following new and revised AEETERFEANUTEEMERRERZ
HKFRSs that have been issued but are not yet effective: Rl RESIERI B A MBI E AR
HKFRSs (Amendments) Annual Improvements to HKFRSs ERVBHRELER —T-MOFE-FT—F
2014-2016 Cycle® (&) B BERT B mEE
Il F [Z B aES
HKFRS 2 (Amendments)  Classification and Measurement ERTHHRELER  BOINRINSERE
of Share-based Payment 257 (15280) =72
Transactions?
HKFRS 4 (Amendments)  Insurance Contracts? ERVBHmELER REELK?
Ba5E (&2
HKFRS 9 Financial Instruments? ERGHHRELER S@IEA?
5
HKFRS 10 and HKAS 28 Sale or Contribution of Assets FEPBRELER  REEFEHEBENRINE
(Amendments) between an Investor and its FIRRAEGH SOEZHHEEHER
Associate or Joint Venture* HRIFE28YE (1E52) BE
HKFRS 15 Revenue from Contracts with ERVHHRELER REFFPEH N
Customers? FE155%
HKFRS 15 (Amendments)  Clarifications to HKFRS 15 BB FEHRELER BEEBUBHREELSE
Revenue from Contracts with 5155 (15240) 155 RERFPENZ
Customers? g
HKFRS 16 Leases’ TEMBmEELY HEE
51655
HKAS 7 (Amendments) Disclosure Initiative’ EBSTHERETR  WEEN
(f&24)
HKAS 12 (Amendments)  Recognition of Deferred Tax Assets ERGRHERIFE125 BAE R BIBERIELER
for Unrealised Losses’ (&2 HEE
1 Effective for annual periods beginning on or after 1 January ! R-FE—+F—F—HEZERBAFER
2017, with earlier application permitted. IR T ETHEFHET -
2 Effective for annual periods beginning on or after 1 January 2 REZF—NF—A—HRZEFHBHFER
2018, with earlier application permitted. IR S FTIERIE -
s Effective for annual periods beginning on or after 1 January 3 REF—NF—A—HAZ #EHIHFEE
2019, with earlier application permitted. BIER IR HE -
4 Effective for annual periods beginning on or after a date to be / RFFE H B 2t.2 14 B 16 1 F BT A 30
determined.
s Effective for annual periods beginning on or after 1 January o R-ZF—+F—H—HE=—F—NF—HA—
2017 or 1 January 2018, as appropriate. H 2t .2 14 FIA5 19 F B fa] 4 30 - 208 7 ©
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3.

116

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

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for the
classification and measurement of financial assets. HKFRS 9
was subsequently amended in 2010 to include requirements for
the classification and measurement of financial liabilities and for
derecognition, and in 2013 to include the new requirements for
general hedge accounting. Another revised version of HKFRS 9
was issued in 2014 mainly to include a) impairment requirements
for financial assets and b) limited amendments to the classification
and measurement requirements by introducing a fair value through
other comprehensive income measurement category for certain
simple debt instruments.

Key requirements of HKFRS 9 that are relevant to the Group are
described as follows:

° All recognised financial assets that are within the scope of
HKAS 39 to be subsequently measured at amortised cost or
fair value. Specifically, debt investments that are held within a
business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are
solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at
the end of subsequent reporting periods. All other debt
investments and equity investments are measured at their
fair values at the end of subsequent accounting periods. In
addition, under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair value of
an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.
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For the year ended 31 December 2016

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

3. BANIREBITEREMBRE

A (&)

BRMBHREEANFORLH LA

HKFRS 9 Financial Instruments (Continued)

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

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

The new general hedge accounting requirements retain the
three types of hedge accounting. However, greater flexibility
has been introduced to the types of transactions eligible
for hedge accounting, specifically broadening the types of
instruments that qualify for hedging instruments and the
types of risk components of non-financial items that are
eligible for hedge accounting. In addition, the effectiveness
test has been overhauled and replaced with the principle
of an ‘economic relationship’. Retrospective assessment of
hedge effectiveness is also no longer required. Enhanced
disclosure requirements about an entity’s risk management
activities have also been introduced.
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

HKFRS 9 Financial Instruments (Continued)

The directors of the Company anticipate that the application

of HKFRS 9 in the future may impact the amount reported and
disclosures made in the Group’s consolidated financial statements.
However, it is not practicable to provide a reasonable estimate of
the effect until a detailed review has been completed.

Amendments to HKFRS 10 and HKAS 28 Sale

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

Amendments to HKFRS 10:

An exception from the general requirement of full gain or
loss recognition has been introduced into HKFRS 10 for the
loss control of a subsidiary that does not contain a business
in a transaction with an associate or a joint venture that is
accounted for using the equity method.

New guidance has been introduced requiring that gains or
losses resulting from those transactions are recognised in
the parent’s profit or loss only to the extent of the unrelated
investors’ interests in that associate or joint venture. Similarly,
gains and losses resulting from the remeasurement at fair
value of investments retained in any former subsidiary that
has become an associate or a joint venture that is accounted
for using the equity method are recognised in the former
parent’s profit or loss only to the extent of the unrelated
investors’ interests in the new associate or joint venture.

Amendments to HKAS 28:

The requirements on gains and losses resulting from
transactions between an entity and its associate or joint
venture have been amended to relate only to assets that do
not constitute a business.

A new requirement has been introduced that gains or
losses from downstream transactions involving assets that
constitute a business between an entity and its associate
or joint venture must be recognised in full in the investor’s
financial statements.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

Amendments to HKFRS 10 and HKAS 28 Sale
or Contribution of Assets between an Investor
and its Associate or Joint Venture (Continued)

° A requirement has been added that an entity needs to
consider whether assets that are sold or contributed in
separate transactions constitute a business and should be
accounted for as a single transaction.

The directors of the Company do not anticipate that the application
of these amendments to HKFRS 10 and HKAS 28 will have a
material impact on the Group’s consolidated financial statements.

HKFRS 15 Revenue from Contracts with
Customers

In July 2014, HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for revenue
arising from contracts with customers. HKFRS 15 will supersede
the current revenue recognition guidance including HKAS 18
Revenue, HKAS 11 Construction Contracts and the related
interpretations when it becomes effective.

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

° Step 1: Identify the contract(s) with a customer
o Step 2: Identify the performance obligations in the contract
° Step 3: Determine the transaction price

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

° Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation
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3.

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

HKFRS 15 Revenue from Contracts with
Customers (Continued)

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

The directors of the Company anticipate that the application
of HKFRS 15 in the future may have a material impact on
the amounts reported and disclosures made in the Group’s
consolidated financial statements. However, it is not practicable to
provide a reasonable estimate of the effect of HKFRS 15 until the
Group performs a detailed review.

The Group is in the process of assessing the potential impact of
the other new and revised HKFRSs upon initial application but is
not yet in a position to state whether the other new and revised
HKFRSs, will have a significant impact on the Group’s financial
performance and position.

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES

In the application of the Group’s accounting policies, which are
described in Note 2, management is required to make judgments,
estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The
estimates and underlying assumptions are based on historical
experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

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

The critical judgments, apart from those involving estimations are
that management has made in the process of applying the Group’s
accounting policies and that have the most significant effect on the
amounts recognised in the consolidated financial statements.
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For the year ended 31 December 2016

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (CONTINUED)

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

Critical judgments in applying accounting
policies, accounting estimates and
assumptions

Impairment of AFS financial assets

The Group follows the guidance of HKAS 39 when determining
whether an investment in AFS financial assets is other than
temporarily impaired. This determination requires significant
judgment. In making this judgment, the Group evaluates, among
other factors, the duration and extent to which the fair value of an
AFS financial asset is less than its cost, and the expected time
span the Group will hold on to this investment.

Impairment of other receivables

The Group estimates impairment losses for other receivables
resulting from the inability of the debtors to make the required
payments. The Group bases the estimates on the ageing of the
other receivables balance, receivables creditworthiness, and
historical write-off experience. If the financial conditions of the
receivables were to deteriorate, actual write-offs would be higher
than estimated.

Estimated impairment of interests in associates

In determining whether there is an impairment loss, the Group
takes into consideration the estimation of future cash flows to
be generated by the associates. The amount of the impairment
loss is measured as the difference between the carrying amount
of the interests in associates and the share of the present value
of estimated future cash flows expected to be generated by the
associates. Where the actual future cash flows are less than
expected, a material impairment loss may arise.

Notes to Consolidated Financial Statements
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4.

122

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (CONTINUED)

Critical judgments in applying accounting
policies, accounting estimates and
assumptions (Continued)

Impairment of property, plant and equipment and other
tangible assets

Determining whether property, plant and equipment are impaired
requires an estimation of the value in use of the cash-generating
units to which property, plant and equipment have been allocated.
The value in use calculation requires the Group to estimate the
future cash flows expected to arise from the cash-generating
unit and a suitable discount rate in order to calculate the present
value. The Group tests annually whether the assets have suffered
any impairment. The recoverable amount of an asset or a cash
generating unit is determined based on value in use calculations
which require the use of assumptions and estimates.

Determining whether other tangible assets are impaired requires
an estimation of the fair value less cost to disposal to which
other tangible assets have been allocated. The recoverable value
calculation requires the Group to estimate the future cash flows
expected to arise from the assets. Impairment loss has been
made if the recoverable amounts of the other tangible assets were
below their carrying amounts. Details of the recoverable amount
calculations are disclosed in Note 17.

Fair value of conversion options embedded in
convertible notes

Conversion options embedded in convertible notes represented
the conversion option element of the convertible notes subscribed
by the Group and are measured at fair value using the binomial
option pricing model at initial recognition and at the end of each
reporting period. The debt element of the convertible notes is
classified as AFS financial assets.

National Investments Fund Limited Annual Report 2016
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CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (CONTINUED)

Critical judgments in applying accounting
policies, accounting estimates and
assumptions (Continued)

Income taxes

The Group is subject to income taxes. Significant judgment is
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 the
business. The Company recognises liabilities for anticipated tax
audit issues based on estimates of whether additional taxes will
be due. 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.

Fair value of AFS financial assets

The fair value of AFS financial assets that are not traded in active
market is determined by valuation techniques. Fair value of
AFS financial assets is determined by independent valuers with
reference to the market value of underlying net assets. Valuation
techniques that include inputs that are not based on observable
market data and make assumptions that are primarily based on
market conditions existing at the end of each reporting period.
Note 19 provide detailed information about key assumptions used
in the determination of the fair value.
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4. CRITICAL ACCOUNTING JUDGMENTS 4. EESTTHERMAE (E)
AND ESTIMATES (CONTINUED)
Critical judgments in applying accounting ERETEE gttt RBREZ
policies, accounting estimates and BARHE (&)

assumptions (Continued)

Useful lives of property, plant and equipment YWE-BERKEZIEHEH

In accordance with HKAS 16, the Group estimates the useful AEBRBESGHENF 16 MEETTE K
lives of property, plant and equipment in order to determine the EREBzAFEREH HmP B AELRE 2
amount of depreciation expenses to be recorded. The useful lives NMEHISH RNEBEEEELR REBALR
are estimated at the time the asset is acquired based on historical o BECEHREAE - BREEE UEREITE
experience, the expected usage, wear and tear of the assets, as GRAMISHE KE B M E KRR e HAEA
well as technical obsolescence arising from changes in the market FH - RANEBEBTREFIELRS  UNHBAE
demands. The Group also performs annual reviews on whether the EfERFHMEE 2 BEEEINABR-

assumptions made on useful lives continue to be valid.

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. R T AREXREABEE

RISK MANAGEMENT
(a) Categories of financial instruments (@) €T AEER
2016 2015
—E-RE —ZET—RF
HK$’000 HK$’000
FBT FET
Financial assets SREE
AFS financial assets At EeHEE 119,132 76,348
Conversion options embedded in AR EBRNE 2R E
convertible notes 747 1,039
Financial assets at FVTPL RIEERZANEE
ﬁlJEEZirfaﬂﬁF - 2,663
Loans and receivables B KGR
(including cash and cash equivalent) (BRERE &ﬁ%%
IERERED) 54,338 60,510
174,217 140,560
Financial liabilities SRAsE
At amortised cost RE KA 163,990 126,242

124 National Investments Fund Limited Annual Report 2016



Notes to Consolidated Financial Statements
A R KRR
BE_Z—XREt+-_A=+t—BIL&EE

For the year ended 31 December 2016

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

5. TRTAREXRERERE (&)

(b) Financial risk management objectives tREREEEERBE

(b)

and policies

The Group’s principal financial instruments comprise
AFS financial assets, conversion options embedded in
convertible notes, financial assets at FVTPL and loans and
receivables. The main purpose of holding these financial
instruments is to generate short-term appreciation gain
and gain from trading of these financial instruments. The
Group has other financial assets and liabilities such as other
receivables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments
are market risk (including foreign currency risk, interest rate
risk and price risk), credit risk and liquidity risk. The Board of
Directors reviews and agrees policies for managing each of
these risks and they are summarised below.

Market risk

The Group’s activities expose it primarily to the financial risks
of changes in foreign currency exchange rates, interest rates
and equity prices.

Market risk exposures are measured by sensitivity analysis.

There has been no change to the Group’s exposure to
market risks or the manner in which these risks are managed
and measured. Details of sensitivity analysis for foreign
currency risk and interest rate risk are set out below.

Foreign currency risk

Foreign exchange risk is the risk that the value of financial
instruments will fluctuate due to changes in foreign
exchange rates. The Group carries out its business mainly
in Hong Kong and all of the transactions are denominated
in HK$. The Group’s assets and liabilities are mainly
denominated in HK$, except certain bank balances are
denominated in United States dollars (‘US$”). As Hong Kong
dollar are pegged to US$, it is assumed that there would
be no material currency risk exposure between these two
currencies. The Group does not have any formal hedging
policies.
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5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(b) Financial risk management objectives

and policies (Continued)

Market risk (Continued)
Interest rate risk

The Group’s cash flow interest rate risk relates primarily
to the Group’s variable interest bearing bank balances,
promissory note receivable and promissory notes. The
exposure to cash flow interest rate risk is minimal. The Group
did not enter into interest rate swap to hedge against its
exposures.

The Group is exposed to fair value interest rate risk related to
the Group’s interest bearing AFS financial assets.

Sensitivity analysis

The sensitivity analysis below has been determined based
on the exposure to fair value interest rate risk at the reporting
date:

If the fair value interest rate had been 50 basis points (2015:
50 basis point) higher or lower and all other variable held
constant, the Group’s:

° AFS financial assets equity reserve would increase
or decrease by approximately HK$91,000 (2015:
HK$85,000) as a result of the changes in fair value of
AFS financial assets.

The Group has no exposure to interest rate on financial
liabilities except for the promissory notes.

Price risk

The Group is exposed to equity securities price risk because
investments held by the Group are classified on the
consolidated statement of financial position either as AFS
financial assets or as financial assets at FVTPL. To manage
its price risk arising from investments in equity securities, the
Group diversifies its portfolio.
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5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €T ARELRRKREE (&)
RISK MANAGEMENT (CONTINUED)

(b) Financial risk management objectives b) eRmEMREEEEREEK (&)
and policies (Continued)

Market risk (Continued) miEE B ()

Price risk (Continued) ErSELE ()

Sensitivity analysis BRRE DT

The sensitivity analysis below has been determined based UWTHERESTNEE2KRABAEE 2

on the exposure to equity price risk at the reporting date: fRAEE R MET

If the equity prices had been 5% higher or lower: WA A B _E A8 T 5% -

. Loss before taxation for the year ended 31 December . HE_ZT—-R"F+-A=+—HL
2016 would have no change (2015: increase or FEZBREANBELEEZES (=%
decrease by approximately HK$133,000). This is — 1 F - 1E N R 2> £9133,000%
mainly due to change in fair value of held for trading T EFERRFBEEERAEZ
investments. NABEEBMHN-

. AFS financial assets equity reserve would increase . AR ECHEEERREBER
or decrease by approximately HK$5,957,000 (2015: Nk 4> 495,957,000 7T ( = 75
approximately HK$3,817,000). This is mainly due to — A F :#493,817,0008 1) ° & £
change in fair value of AFS financial assets. ZRAHRIECREEZ ANE

BT -

The Group’s sensitivity to price risk has increased during REBE 2 BRERGRENFERIEGN:

the year mainly due to the increase in investments in AFS FTEARAHREESREEZREEM

financial assets. FTER -

Credit risk EE R

As at 31 December 2016 and 2015, the Group’s maximum RZE-—RERZFT—FF Jr A

exposure to credit risk is bank balances, promissory note =+t—H Kx&H ﬁﬁ@ fe 2 = iE B

receivable and other receivables, arises from default of the % SR 1T S BR - FEUR R IR Kk B A fE

counterparty. WHIE - A AR SHFELFME -

The credit risk on liquid funds is limited because the AR SEHFHAEBEREETREE

counterparties are banks with high credit ratings assigned FESEEFRZRIT WERDHES

by international credit-rating agencies. The Group and the ZEERBER AEERARQR IR

Company also have credit policies in place and exposures EEERR UHEBEERSFMNEMER

to credit risks regards other receivables are mentioned on an MIB 2 EE R -

ongoing basis.

Other than concentration of credit risk on liquid funds which BREGFAZEREETARTmERR

are deposited with several banks with high credit ratings, the HESEERBEFIN ARAFZ 1: =

Company does not have any other significant concentration L B N 488 £ 1] E thERERIFER
of credit risk.
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Notes to Consolidated Financial Statements
IRE BRI

For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

5. ERMIAEREARABEE (&)

(b) Financial risk management objectives (b) sEMREEEERBE (&)
and policies (Continued)
Liquidity risk B ELEE
Ultimate responsibility for liquidity risk management rests EFEeEEEERDERRBIERE
with the Board of Directors, which has built an appropriate B UTERBLYBEECRBDECRREE
liquidity risk management framework for the management B UEBAEEZRE - PHERE
of the Group’s short, medium and long-term funding and B RRBESBEEE
liquidity management requirements.
The following tables detail the Group’s remaining contractual TERHFIAEERESREEZHRTE
maturity for its financial liabilities which are included in the A (BEIAREERSE SR B W
maturity analysis provided internally to the key management FEEBEABAFREZEHSTA)
personnel for the purpose of managing liquidity risk. For IEVTEBEMS BEINRRBRIRBIE
non-derivative liabilities, the tables reflect the undiscounted REEAHEERERCEFHBFEZ
cash flows of financial liabilities based on the earliest date on SRABERMRReRE-BHEAYEER
which the Group can be required to pay. The tables include FEAHERAGHEME-
both interest and principal cash flows.
Weighted
average Total Total
effective Within 2to Over5 undiscounted carrying
interest rate 1 year 5 years years amount amount
mEFg
BHRFE -FR  WEERF BBEFE AMRLE LARESE
% HK$'000 HK$'000 HK$°000 HK$°000 HK$’000
TiEx TR THEx THEx THEx
]
2016 ZE-RE
Non-derivative financial liabilities FiTESMEE
Accrued charges and other payables  FEA BT Jo KA FE 4 500B - 55,011 - - 55,011 55,011
Promissory notes REER 5.35 - 175,000 - 175,000 108,979
55,011 175,000 - 230,011 163,990
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For the year ended 31 December 2016

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(b) Financial risk management objectives
and policies (Continued)

(c)

Liquidity risk (Continued)

Weighted
average
effective

interest rate

MEFH

BIRAE

%

Notes to Consolidated Financial Statements

ERE IR MIEE
BE—T—XANE+—_A=-+—RHILEE

5. ERMIAEREARABEE (&)

(b) EEEREEERERIE (&)

ABEEER (H)
Total Total
Within 210 Over5  undiscounted carrying
1 year 5 years years amount amount
—Ex WERLE BBELF ARRAE LFEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiET TET THEL THET FET

2015 —T-hfF

Non-derivative financial liabilties FTEEREE

Accrued charges and other payables {53 3¢ o £ 5 5008 - 17,577 - - 17,577 17,577

Promissory notes ALEE 5.35 - 165,000 - 165,000 108,665
17577 165,000 - 18577 126,242

Fair value estimation

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

(i)

the fair value of financial assets and financial liabilities
(including derivative instruments) with standard terms
and conditions and traded on active liquid markets are
determined with reference to quoted market bid prices
and ask prices respectively; and

the fair value of other financial assets and financial
liabilities (including derivative instruments) are
determined in accordance with generally accepted
pricing models based on discounted cash flow
analysis using prices or rates from observable current
market transactions as input. For an option-based
derivative, the fair value is estimated using option
pricing model (for example, the binomial option pricing
model).

EI‘I_'

(c) AREEM

TREERERBBEZIANEBEIAT
5175 A EE

() SEEERARGEHERELERR
HMEEECEREERSRAR
(BROETR)ZAREER D5
2EMGMBZEANERELEM
BE R

iy HpsmEErSRAE (BED
ETH)ZAREE AREAR
EERIIZIRB L RE DA
AHERZRENER S ZERK
Lo SR A 75 ¥ A BUR T & E © B A
RRERITETAME 2AE
BEYAMEEEREY (N —EAH
BEBRE) fhato
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Notes to Consolidated Financial Statements
IRE BRI

For the year ended 31 December 2016 #HZEZ =T —"F+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued)

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded in
the consolidated financial statements approximate their fair
values except for the promissory notes.

Fair value measurements recognised in the
consolidated statement of financial position

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

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

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

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

(c)

D REEM (&K)

ARBEBRE BRAEGLERIN RIS
BHBERAEZEHEERSHE
CEASEEEAREERE-

& o

REEMBRARERZ A SEETE

TRERRNLERREBRAEEFE
ZEBRTADN ERAREBEIERSE
BEDRIEMR:

- FIRAREBEFEDEMHEREE
X B EFOE BT ISR AR ER

=]
1=

- F2RDRBEFEDRFIRG
AZHEN BEESLBEBEITER
(BNER) M (A ERITE)
AERHABEBELH R

— ERAREBEFETDBFALIE
REFAEEMSHE (BE85E
ABB) 2EESBBEREZMAE
TR/ .



Notes to Consolidated Financial Statements
A R KRR

For the year ended 31 December 2016 BE T — R E+-A=+—HIFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. R TAREARRBEE (F)

RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued) (c) AAREEMS (&)
Fair value measurements recognised in the RESHBEREEERZ AL EEE
consolidated statement of financial position (#&)
(Continued)
2016 Level 1 Level 2 Level 3 Total
ZE-XE F1R Epr 3 Bt
HK$'000 HK$'000 HK$'000 HK$°000
FHET FHT FHET FHT

Financial assets SREE
Conversion options embedded ARBREERNE 2
in convertible notes Wik - - 747 747
AFS financial assets MHEESHEE
Unlisted debt securities FETERES - - 18,132 18,132
Unlisted equity securities EEMBRARES - - 101,000 101,000
- - 119,879 119,879
2015 Level 1 Level 2 Level 3 Total
ZZ-RF ESE Foi B Ch
HK$'000 HK$'000 HK$'000 HK$'000
FAL AL FEL AL

Financial assets SREE
Financial assets at FVTPL RBRREALEE
Sk eRARE 2,663 - - 2,663
Conversion options embedded BE &S
in convertible notes AR - - 1,039 1,039
AFS financial assets AHLESHEE
Unlisted debt securities EEMEBES - - 17,004 17,004
Unlisted equity securities EEMRAES - - 59,344 59,344
2,663 - 77,387 80,050

There were no transfers between Levels 1 and 2 in both

years.

RMEFEE FREER 2 R EE

o
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For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. 2@ THEAREARBERE (&)
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued) (c) AREEME (F&)
Reconciliation of Level 3 fair value measurements PHEEFIRANEBEFTEZHER
of financial assets

Conversion
options
Unlisted Unlisted embedded in
equity debt convertible
2016 securities securities notes Total
EEH ¥Em  TEREE
—E-RE RAES BEES NEZBRE &t
HK$'000 HK$'000 HK$'000 HK$'000
TER TET TER TERr
Opening balance FMEH 59,344 17,004 1,039 77,387
Gains or losses recognised in: RTFIE B #ER
WSS
— profit or loss -Bax (18,388) 1,448 (292) (17,232)
- other comprehensive loss —E2ERE (3,852) (320) - 4,172
Purchases BE 63,896 - - 63,896
Closing balance FRES 101,000 18,132 747 119,879
Conversion
options
Unlisted Unlisted  embedded in
equity debt convertible
2015 securities securities notes Total
JFEM EET  ABRREE
“Z-1F BAESH BHESR WNE2HkE At
HK$'000 HK$'000 HK$'000 HK$'000
TAT THL TEL TAL
Opening balance FUEH 194,864 13,444 2,453 210,761
Gains or losses recognised in: RT3E R R
Yoo EiE :
— profit or loss -BaX (105,616) (23,506) (16,817) (145,939)
— other comprehensive loss —E2EkE 2,596 519 - 3,115
Purchases BE 49,266 36,522 15,403 101,191
Disposal HE (81,766) (9,975) - (91,741)
Closing balance FiREE 59,344 17,004 1,039 77,387
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ARE TSI M

For the year ended 31 December 2016 #HZ T —XF+_A=+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued)

Reconciliation of Level 3 fair value measurements
of financial assets (Continued)

The gains or losses included in the consolidated statement
of profit or loss and other comprehensive income for the
years mainly related to recognition of interest income,
change in fair value of conversion options embedded in
convertible notes, disposal and impairment loss of AFS
financial assets.

The gains and losses included in other comprehensive
income for the current year related to the fair value change in
unlisted equity securities and unlisted debt securities held at
the end of the reporting period and are reported as changes
of “AFS financial assets equity reserve”.

5. TRTAREXRERERE (&)

(c)

D REEM (&K)

EHEEFIRAAEBETABEZHE
()

SAEREESRABRa AR
RzZWAEHEERT T 2HRBRHERN B W
A ABMEEEANSZBREZARE
BEEY HEAHLESREERER
EEE-

FRARFEAEMEENE 2 BE ke
TYERR 2MBPRAFTIFLHIRAES R
FLTEBESFZAAREBEEHAR
ﬁﬁmiﬁ@)EBAT—H HESREER
mRE 2 BBHER
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Notes to Consolidated Financial Statements
IRE BRI

For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. £
RISK MANAGEMENT (CONTINUED)
(c) Fair value estimation (Continued) (c)
Reconciliation of Level 3 fair value measurements
of financial assets (Continued)
Some of the Group’s financial assets and financial liabilities
are measured at fair value at the end of each reporting
period. The following table gives information about how the
fair values of these financial assets and financial liabilities
are determined (in particular, the valuation technique(s) and
inputs used).
Fair value as at Fair value
Financial assets RT3IRHZ 2AEE hierarchy
31 December 2016 31 December 2015
SREE “Z-R"Et=B=t-R ZE-R%tZA=1-A MREEER
1) Listed equity securtties In Hong Kong: N/A InHong Kong: HK$2,663,000 Level 1
classified as financial assets
at FVTPL (Note 21)
) PEARERRELABE  REB TER HEE : 2,663,000/ 1T 18
Sz eRAEY
FRRAES (Hior)
2)  Conversion options embedded ~ Conversion options embedded ~ Conversion options embedded in Level 3
in convertible notes classified in convertible notes issued convertible notes issued
as financlal assets at FVTPL by Premium Castle Limited by Premium Castle Limited
Note 29) (Note (vj)) - HK$747,000 (Note () - HK$1,039,000
) PEANBERELLEE  APremium Castle Limited®/T2  Premium Castle Limited®772  £341

Gz eREEZ TR
REENE 2 BRE
(Hiiten)

TARRENE ZARE
(Wtfu)) —147,000% 70

AARRENE 2 BRE
(Hriti)) —1,039,000%7
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MTAREAARERE (F)

RABEMT (F)
TREEFISRAABHETEZEHEK
(#&)
AEBSOHeRMEERCREBER
BREPARBRAAEBESE - TRIEH ZZ f
ErZEeRnEERERBEARER
( %EIJxEﬁﬁﬁH ZRERT REABRE) 2
B

Valuation techniques

and key inputs Significant unobservable inputs

HERGR

X1 P8 ¢ EXTUBERAUE

Quoted bid pricesinan ~ N/A

active market
ERTLMBEAE  TER

Binomial option pricing
model (Note ()

The expected share price volatiity is 65.00% (2015:
65.36%) with reference o 2.15-year (2015: 3.15-
year) historical weekly volatilities of comparable
companies, a risk-free rate of 1.09% and a risky rate
0f 10.80% (2015: a risk-free rate of 0.75% and a
risky rate of 9.88%).

The fair value measurement is positively correlated
to the credit spread. As at 31 December 2016,
the credit spread used in the valuation is 9.71%
(2015: 8.73%), and it is estimated that with all other
variables held constant, an increase/decrease of
10% in the credit spread would increase/decrease
the fair value of the option by approximately
HK$160,000/HK$17,000 (2015: HK$24,000/
HK$26,000).

BHR(EREA65.00% (ZF—RF:65.36%) -
NSRTANBAF 22155 (25 —0F 315
£)BEBRRE BERTIZ100%RERRT
%1008% (=5 -1% : ERRAIE075%RAR
BRFI29.88%) BT

“EA SR ERY
(Hit)

AMBEHEEEREZEIABE R -%
£+-A=1t-8" E@Pﬁﬁ EREEATI%
(ZZ-05:873%) A EMEHEST

B EREEEN/B0NEERERELL

[BIESA1,/,4 416000078 T/ 17, 0004 T (=

-4 24,000%7T,/26,000%7T) °

)qﬁ



Notes to Consolidated Financial Statements -
RS HRARMIGE

For the year ended 31 December 2016 HZE -E— X NF+-_A=+—HItFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. 2@ THEAREARBERE (&)
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued) (c) AAREEMS (&)
Reconciliation of Level 3 fair value measurements CHEEFIRAAEBETEZHIER
of financial assets (Continued) (#&)

Fair value as at ; ; ;
Fair value Valuation techniques
Financial assets RTIIRRZALEE hierarchy and key inputs Significant unobservable inputs
31 December 2016 31 December 2015 RERLR

tREE Z®-AEtZAZ1-A ZE-RETZAZT-R MEESR TEHARE EATUREGARE
3 Unlisted equity securities 0.72% equity investment in N/A Level 3 Market approach The price to book ratio of the comparable companies

classified as AFS financial Co-Lead Holdings Limited (Note (vij) is considered in the valuation to reflect the condition

assets Note 19) (Note (i) - HK$15,500,000 that there are premium or discount on its stock price

and ts book value as at valuation date.

Discount for lack of marketabilty, determined by
reference to the share price of listed entities in similar
industries at 35% as at 31 December 2016. If the
discount rate was 5% higher/lower while all other
variables were held constant, the carrying amount of
unlisted equity securities would decrease/increase
by approximately HK$1,200,000.

9 PEEUELESLBEEZ  RCo-Lead Holdings Limitedz  1iEf £380 s (Hratiy)
FEMRAES (Hit19) 0.T2%BRARE () -
15,500,0007 70
ﬁ H 3
2.4 N%z%ﬁ%%/i@ﬂﬂ
i ,ZOO,OOO%E
5.06% equity investment in N/A Level 3 Market approach The price to book ratio of the comparable companies

Freeopt Holdings Limited (Note i) is considered in the valuation to reflect the condition

(Note (i) - HK$20,700,000 that there are premium or discount on its stock price
and its book value as at valuation date.

Discount for lack of marketabilty, determined by
reference to the share price of listed entities in similar
industries at 35% as at 31 December 2016. If the
discount rate was 5% higher/lower whie all other
variables were held constant, the carrying amount of
unlisted equity securities would decrease/increase
by approximately HK$1,600,000.

RFreeopt Holdings Limitedz & £3 w5 (i) REZEAELEAAZTERE HREAEER
5.06%R AR E& (i) - HEEREREEEAMEEINZLBR
20,700,000/ 7T

TJQZ" ANETZRE=t-0 2BENAELT
EEREREHZTARBI 2 TERH%
WTEE /T HS% AR LB EHLERT
28 ERAZACEEOERAD /EN
11,600,000/ 7T °
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IRE BRI

For the year ended 31 December 2016 #HZE —F —

5.

FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued)

Reconciliation of Level 3 fair value measurements
of financial assets (Continued)

Fair value as at

Financial assets RTIIRRZALEE
31 December 2016 31 December 2015
tREE ZE-AEtZRZ1-A ZE-RETZAZT-R

RNETZA=+—HLFE

5. ERMIAEREARABEE (&)

() DREEME (&)

EHEEFIRAAEBETABZHE

(#&)
Fair value Valuation techniques
hierarchy and key inputs Significant unobservable inputs
fRERTR

LABESR IRBARE EXTUBRBARE

0.54% equity investment in NA
Freewill Holdings Limited
(Note fiif) - HK$12,500,000

HFreewill Holdings Limitedz @7
0.54% R RE (a2 i) -
12,500,000%

0.78% equity investment N/A
in Joint Global Limited
(Note (iv)) - HK$1,100,000

Joint Global Limited:20.78%
BRERE (H2f) -
1,100,000 7T
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Level 3 Market approach The price to book ratio of the comparable companies
(Note fvij) is considered in the valuation to reflect the condition
that there are premium or discount on its stock price
and its book value as at valuation date.

Discount for lack of marketabilty, determined by
reference to the share price of listed entities in similar
industries at 35% as at 31 December 2016. If the
discount rate was 5% higher/lower while all other
variables were held constant, the carrying amount of
unlisted equity securities would decrease/increase
by approximately HK$1,000,000.

£3 & (i) REZETANAAT TERE RBREER
BEEREREREAMEEINELBR

ToAZT-R: REEW«T%M

Level 3 Market approach The price to book ratio of the comparable companies

(Note fvij) is considered in the valuation to reflect the condition
that there are premium or discount on its stock price
and its book value as at valuation date.

Discount for lack of marketabilty, determined by
reference to the share price of listed entities in similar
industries at 35% as at 31 December 2016. If the
discount rate was 5% higher/lower while all other
variables were held constant, the carrying amount of
unlisted equity securities would decrease/increase
by approximately HK$100,000.

HEZEWELRARZAEE JRRRAER
HRAREREAEEFEES AR ER.

RZB—RET-A=+—R 2RENAX LR
z ZH%“EERZH%ME\&*ZTEWE%SS%
RS L/ TH% MAAANEN

2R EBRAZS L RASERAD /i““ﬂﬂ
%’\JW 00,0007 °

£30 sk (i)




Notes to Consolidated Financial Statements -
RS HRARMIGE

For the year ended 31 December 2016 BE T — R E+-A=+—HIFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. 2@ THEAREARBERE (&)
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued) (c) AAREEMS (&)
Reconciliation of Level 3 fair value measurements CHEEFIRAAEBETEZHIER
of financial assets (Continued) (#&)

Fair value as at ; ; ;
Fair value Valuation techniques
Financial assets RTIIRRZALEE hierarchy and key inputs Significant unobservable inputs
31 December 2016 31 December 2015 RERLR
tREE Z®-AEtZAZ1-A —Z-1%t+-f=1-H MEESR TEHARE EATUREGARE
8% equity investment in 8% equity investment in Level 3 Comparable sales In assessment of the value of equity investment, the
Smart Role Limited Smart Role Limited approach (Note (i) valuer considered the major assets held by the
(Note (v)) - HK$51,200,000; (Note (1) - HK$59,344,000; Smart Role Limited are the forestry. Therefore, the

prices for each species were taken from on-site
research and interview, official construction cost
journals, local practitioners, and forestry products
industry information in the PRC from various
websites in the public domains. No allowances
for transportation were considered as these costs
are normally paid by the buyer. However, the
referenced prices adopted are after allowance for
the uprooting and loading. If the prices parameters
was 5% higher/lower while al other variables were
held constant, the carrying amount of unlisted
equity securities would increase/decrease by
approximately RMB34,000,000/RMB35,000,000
(2015: RVB36,000,000/RMB35,000,000).

Reasonable recovery rates were applied to allow
for losses before and during harvesting for each
species at the representation of the appointed
personnel of the Group's management. If the
recovery rates were 5% higher/lower while al
other variables were held constant, the carrying
amount of unlisted equity sectrities would increase/
decrease by approximately RMB42,000,000/
RMB43,000,000 (2015: RMB45,000,000/

RMB44,000,000).
JASmart Role Limited:z H\Smart Role Limited 78%B A &3} TELBHER FitREREARES  (HERMRASMart Role Limited
8%RARE (Mt RE (W) (Hiitty) BEIEZAERMA-EY ZHAREL B
51,200,000 7% ; —59,344,0005 7T - TRABMAERSBE B HERAAR

EMATURTRLRES FERERITEE
e ERBR-HmE T HIEZEE
BER-RM MREZ2ZBENRERRE
RESER-NERSU LT/ TH% MHAA
EnBRERTE A LTRAES RS
BREN/ % AR 34,000,000/ AR
35,0000007C (= F—H 4 : AR 360000007
/ NE35,000,0007%) ©

FREREEEREZA/RR AEAACER
ABMEE NERRREHARENUREZ
ARGz Bk R EF/ THE% MAT
FEMBERERTE B LTRAZS 2GR
SEHEN/ AR E42,000,000/ AR
143,000,007 ( = F — 74 : AR 45,000,000
7T/ NRH44,000,0007C) °
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For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued)

Reconciliation of Level 3 fair value measurements
of financial assets (Continued)

Fair value as at
Financial assets RTIIRRZALEE
31 December 2016 31 December 2015
tREE ZE-AEtZRZ1-A ZE-RETZAZT-R

Convertible notes issued by
Premium Castle Limited
(Note (1)) - HK$15,204,000

Convertible notes issued by
Premium Castle Limited
(Note (vj}) - HK$16,412,000

4) Unlisted debt securities
classified as AFS financial
assets Note 19)

4 HERTERESHEEL FiPremium Castle Limited i Premium Castle Limited
EmERES (Hit19) BOZURRER BIZUARER

(Hietf) —1681200087 (/7)) —15204 000

Debenture issued by the
American Club
(Note () - HK$1,800,000

Debenture issued by the
American Club
(Note (vi) - HK$1,720,000

FAmerican Olub%17.2 g
(Hitp) 1,800,000

HiAmerican Club& {7 &%
(Bitiy) —1,720,000% 70
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5. ERMIAEREARABEE (&)

D REEM (&K)

EHEEFIRAAEBETABZHE

(c)
(#)
Fair value Valuation techniques
hierarchy and key inputs
fRERTR

LABESR IRBARE

Level 3 Amortised cost model
(Note (x))

BRI L3l
(Hiittg)

Level 3 Market approach
(Note i)

F3 sk (i)

Significant unobservable inputs

EXTUBRBARE

Risk-free rate 1.09%,  risky rate of 10.80% and a
coupon rate of 2% (2015: risk-free rate of 0.75%, a
risky rate of 9.88% and a coupon rate of 2%).

The fair value measurement is negatively correlated
to the credit spread. As at 31 December 2016,
the credit spread used in the valuation is 9.71%
(2015: 8.73%), and it is estimated that with all other
variables held constant, an increase/decrease of
10% in the credit spread would decrease/increase
the fair value of the convertible notes as a whole by
approximately HK$305,000/HK$314,000 (2015:
HK$350,000/ HK$361,000).

BRRFE1.00% EEBFEI0.80%%E 2 %E2%
(Z2-1%: BERFE075% ARBHE
988%REEX%) -

MEEEEEREZAAABE-N-F-

A8 HEMBEREEARI%
(Z2-0%5:873%) A EMEHEST
2 ERSEEN/HO0%SERTAREEE
DARBEFD /5 M49305,0007T,/314,000
)

#

2
i

70 (2B~ : 350000/ 7T, /361,007

o

Market comparable ranges from HKS1.7 million to
HK$1.8 million (2015: HKS1.8 million to HK$1.9
million) and the indliviclual factors considered are
the second hand quotation price of American Club
Corporate (Full) Membership in Hong Kong.

35 L BEE N T1,700,00058 T 21,800,000 7T
(ZZ—F% 1,800,000 T Z1,90000037T) *
e B ERIE & 5% B American OubZ2 7 (72
B)eE7-THE
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5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €T ARELRRKREE (&)
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued) (c) AAREEME (F)
Reconciliation of Level 3 fair value measurements CHEEFIRAAEBETEZHIER
of financial assets (Continued) (#&)

Notes: Biat -

(i) Co-Lead Holdings Limited is an exempted company i) Co-Lead Holdings Limited &7 =%
incorporated in the British Virgin Islands with limited —MME-—AZT_HERBELIHE
liability on 22 January 2014, which is principally engaged AR 2 EBREBRAR EEH
in investment holding. EREERER -

(ii) Freeopt Holdings Limited is an exempted company (ii) Freeopt Holdings Limited A —Z—H
incorporated in the Republic of the Marshall Islands with F+ At HESHABEEERM
limited liability on 22 December 2015, which is principally AR s EREERAR EE
engaged in investment holding. WEREERER -

(iii) Freewill Holdings Limited is an exempted company (iii) Freewill Holdings Limited &R =% — M
incorporated in the Republic of the Marshall Islands with FRA+T A NBESERFES EMBE T
limited liability on 16 June 2014, which is principally MLz ERRBRAR FEHE
engaged in investment holding. A PRRR T -

(v)  Joint Global Limited is an exempted company (iv)  Joint Global Limited &7 =& — A F N,
incorporated in the Republic of the Marshall Islands with B+MBESERES LMBE MK
limited liability on 14 September 2015, which is principally VERRERAR TERERE
engaged in investment holding. PEAR 7 o

(v) Smart Role Limited is an exempted company (v) Smart Role Limited 1A = — = F
incorporated in the British Virgin Islands with limited T-RtBRERBELESTMAKL
liability on 7 November 2013, which is principally ZHERRBRAR FERFREE
engaged in investment holding. R 75 o

(vi)  On 24 December 2013, the Company subscribed a new V) RIZE—Z=F+-"A=-+WmH &ARQ
convertible note issued by Premium Castle Limited with 7] 32 8 3 Premium Castle LimitedFfT %
principal amount of HK$18,600,000. The completion of 177N € %8 518,600,000/ Jt 2 %1 7]
the subscription took place on 25 February 2014. BREE - REER_T—NF=A

—t+HA®EK-

(vil  On 23 March 2015, the Company subscribed vi)y RZE—HEF=A-_+=H A2QF7
a debenture issued by the American Club with 2 8% i American ClubZ$ 17 2 BEHEE
consideration of HK$1,800,000. The completion of RKAE A1,800,0008 L REER=F
subscription took place on 1 June 2015. —RFENA—HBEK-

(vii)  The market approach determines the fair value of the (i) THBESBTE LERSEUEE Y
assets by reference to the transaction prices, or valuation MRERERERS 2 HEGHERE
multiples implicit in the transactions prices, of identical or BEZAREE

similar assets on the market.
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IRE BRI
For the year ended 31 December 2016 #HZEZ =T —"F+-_A=+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c) Fair value estimation (Continued)

(d)

Reconciliation of Level 3 fair value measurements
of financial assets (Continued)

Notes: (Continued)

()

(xi)

Comparable sales approach is the present market value
in terms of price per unit volume of the final product and
the total merchantable volume of each species in the
concession as basis for coming up with the estimated
value. The underlying theory of this approach is existing
market price is dependent parameter since it reflects how
much the buyer is willing to pay and how much the seller
is willing to receive to give up his goods and services.

Binomial option pricing model determines the fair value
of the assets by adopting discrete time, non-closed
form model of varying price over time of the underlying
instruments.

Amortised cost model is the amount at which the financial
asset is measured at initial recognition minus principal
repayments, plus or minus the cumulative amortisation
using the effective interest method of any difference
between that initial amount and the maturity amount, and
minus any reduction for impairment on uncollectibility.

Capital risk management

The Group manages its capital to ensure that the Group will
be able to continue as going concerns while maximising the
return to stakeholders through the optimisation of the debt
and equity balance. The Group’s overall strategy remains
unchanged from 2015.

The capital structure of the Group consists of nearly
no debt except for the promissory notes. It finances its
operation primary through equity attributable to owners of
the Company, comprising share capital, share premium,
share option reserve, AFS financial assets equity reserve,
exchange reserve and accumulated losses.
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Notes to Consolidated Financial Statements
A R KRR

For the year ended 31 December 2016 #HZE T —"F+-_A=+—HILFE

FINANCIAL INSTRUMENTS AND CAPITAL 5. 2RI TARELRRERERE (&)
RISK MANAGEMENT (CONTINUED)

(d) Capital risk management (Continued) (d EXERER (&)
Gearing ratio EXEELFE
The Group has adopted a higher finance leverage compared REBRWREF AR ZHBET IR
to the last year. Based on the Group’s policy, the gearing BAEE KB RERARZELRE
ratio, as calculated as total debt divided by total equity at the B R (NEFEERAESARETE)
end of the reporting period was as follows: PN
2016 2015
ZE-XEF —ZE—hfF
HK$’000 HK$ 000
FER FHET
Debt (Note (i) &1 (A1:20) 138,851 108,665
Equity (Note (i) Rz (HTEE6)) 43,747 73,610
Gearing ratio BERBELE 317.4% 147,6%
Notes: Hiet -
() Debt comprises promissory notes and interest-bearing (i) B BIEENEER KA SRR
other payables. 18 °
(i)  Equity includes all capital and reserves attributable to (i) RREEAAREBAEBLGZAEA
owners of the Company. AR
SEGMENT INFORMATION 6. DEER
The Group manages its business by both business lines and AEEZBERGRNEEEEER - 255
geography. In a manner consistent with the way in which NEREETFEES (NETELCERKE)IES
information is reported internally to the Board of Directors, being Bl E RN EHE D ERBE 2 NSRS — 80 A&
the chief operating decision maker, for the purposes of resource HMERBUBERELERFEGRFAZY 27 2
allocation and assessment of segment performance, the Group WAOBWT

has presented its reportable segments under HKFRS 8 as follows:

Business segment E ¥ Sk |

The Group operates one segment for both years ended 31 HE_Z—R"FrZT—RF+=A=+—H
December 2016 and 2015. All of the Group’s revenue was derived IFREFEARN AEBELE —HIE KK
from investment income from investments in listed and unlisted ZWEeBREKRELMELRRIIFLTHS
securities. Accordingly, the Group does not have separately ZIEWA L AEEWEER T E2®RD
reportable segment. e
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Notes to Consolidated Financial Statements
IRE BRI

For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

6. SEGMENT INFORMATION (CONTINUED) 6. 27EER (&)

Geographical information HEER
The Group’s operations are mainly located in Hong Kong and REBZEBETBZURBEBRER - TRIIEH
the United States. The following table provides an analysis of the AEEEMETISE S 2 WEmD T

Group’s revenue by geographical market:

Revenue by
geographical market
RLETIEE D 2
2016 2015
—E-RE —E—RF
HK$’000 HK$'000
FERT FHET
Hong Kong B 1,785 (27,683)
United States £ - 490
1,785 (27,193)
The following is an analysis of the carrying amount of non-current REEMEMRE D ZIERDEE (TBEA
assets (excluding AFS financial assets and conversion options HEESMEERTRREBRRNE ZHBRRE)

embedded in convertible notes) analysed by the geographical area RESBEITHOT
in which the assets are located:

Carrying amount
of non-current assets

FRBEEZREASE
2016 2015
—E-AF —ZE—h%F
HK$’000 HK$'000
FER FHET
Hong Kong BB 33,101 58,031
No single customer of the Group contributed 10% or more to the AEERREFEAREE —FP 2BRER
Group's revenue for both years. EBUZTI0%I A £ o
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RS HRARMIGE

For the year ended 31 December 2016 HZE -E— X NF+-_A=+—HItFE

7. REVENUE 7. W&

The amount of significant category of revenue recognised during RERNEZEZECHRBESEOT
the year is as follow:

2016 2015
—XxE —E-AF
HK$’000 HK$’000
FHERT FHET
Net loss on financial assets at FVTPL REEREAALEBEYERZ
(Note) CREEEEEE (M7 (200) (29,776)
Bank interest income RITH EUA 20 48
Interest income from AFS financial assets AHEESREE M BRA 1,820 2,380
Interest income from a promissory note LR 2 R BUA 145 155
1,785 (27,193)
Note: Kiat
Net loss on financial assets at FVTPL represented: RIEREREAAEBEIEZ CREEZEIBFE
5
Equity securities
BAE %
2016 2015
—XxE —E—AF
HK$’000 HK$’000
FHET FHET
Proceeds on sales HEFTSRIE 7,459 110,693
Less: Cost of sales JBt  SHE AR (7,659) (140,252)
(200) (29,559)
Unrealised loss on financial assets at FVTPL RiBRHKRIZ A EBE
TRz e EEZ KB - (217)
Net loss on financial assets at FVTPL RIEBREREAAEE
IR RVE E B 1R FE (200) (29,776)
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RE PSRRI

For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

8. OTHER INCOME 8. HflkA
2016 2015
—E-RE —ET—AF
HK$’000 HK$'000
FER FHET
Sundry income IR A 600 -
Net exchange gain P& H a5 558 6 -
606 -
9. FINANCE COSTS 9. mERAK
2016 2015
—E-RE —T—AF
HK$’000 HK$'000
FER FHET
Interest expenses on promissory notes EHEBEZFERE 9,986 5,798
Interest expenses on short-term loans REERZFERX 1,934 564
Interest expenses on securities trading BEBEBE 2N ERXZ 2 124
11,922 6,486
10. TAXATION 10. Fi1E
Current taxation B #A % 1R
No provision for Hong Kong Profits Tax has been made as the HRASEEREEZE=_Z—R"F+=-A=+—8H
Group had no estimated assessable profits for the year ended 31 IEFEWEGFTERTEN WA ERLFEF
December 2016 (2015: Nil). BEELBEE (ZE—RhF &)
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Notes to Consolidated Financial Statements
A R KRR

For the year ended 31 December 2016 HZE -E— X NF+-_A=+—HItFE

10. TAXATION (CONTINUED) 10. Hi1E (&)
Current taxation (Continued) BIHABEE (&)
The income tax expense for the year can be reconciled to loss FRMEHATRGG B REMEAKEER
before taxation per the consolidated statement of profit or loss and ZBRERIEEE RN T

other comprehensive income as follows:

2016 2015
—E-RE —E-0F
HK$’000 % HK$'000 %
FET % FEIL %
|
Loss before taxation B AIER (114,413) (312,636)
Tax at Hong Kong Profits Tax rate of 16.5% 12 & & M55 %£16.5%
(2015: 16.5%) (ZE—HF:165%)
SECHIE (18,878) (16.5) (51,585) (16.5)
Estimated tax effect on income that are not 75 52 Ji& 5 75 3 1| 5
taxable in determining taxable profit BERBIK )\Z
a2 (329) (0.3) (3,034) (1.0)
Estimated tax effect on expenses that are not 7 & & 5% 71 4 B
deductible in determining taxable profit TAHFASZ 2
BB E 9,304 8.1 30,678 9.8
Estimated tax effect of temporary difference i =48 7 (bt B & (300) (0.2 292 0.1
Estimated tax effect of unrecognised tax RERBIEBEZ
losses hEARBTE 10,203 89 23,649 7.6
Income tax expense for the year FAMEHAT - - - -
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RE PSRRI

For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

11. LOSS FOR THE YEAR 1. FRAEER
2016 2015
= i —T-0F
HK$’000 HK$’000
FHET FHET
e
Loss for the year has been arrived after FABEDENR
charging: T3S IBE:
Auditors’ remuneration % SR B & 350 350
Directors’ and chief executive officers’ EERITRBHEINE (Ft12)
emoluments (Note 12) 5,760 5,656
Total staff costs, excluding directors’ B8 TR
emoluments (TEEESME) 15,923 17,816
Depreciation of property, plant and Y BB REETE
equipment 11,243 9,275
Legal and professional fee FEERBEEER 1,296 1,391
Operating lease rental in respect of land and T REF 2 K LHER S
building 12,115 13,429
Impairment loss of AFS financial assets AL ESREE 2RERE 18,388 -
Impairment loss of other tangible assets HtBERERE 2 REERE 86 3,054
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RS HRARMIGE

For the year ended 31 December 2016 HE-—ZT— R E+-A=+—HIFE

12. DIRECTORS’ AND CHIEF EXECUTIVE 12. EERTHARTHE
OFFICERS’ EMOLUMENTS
The emoluments paid or payable to each of the eight (2015: nine) HE-_ZT—R"FERE—RAF+=-_A=+—H
directors and the chief executive officers for the years ended 31 FFERENSERNNG(ZE—HF  L&E)E
December 2016 and 2015 were as follows: ERTHAHESAZHMENEH LT
2016 —E-XRF
Contribution
Other to pension
Name of Director/Chief Executive Officer Fee Salary benefits schemé Total
B
EE /TRAREE e e Hitr g H sHEIHR A
HK$'000 HK$°000 HK$'000 HK$'000 HK$°000
FHT TR THT THT FHT
Executive Directors HiTES
Mr. Wong Danny F. (Chairmar) ARELE (FR) - 1,500 1,680 18 3,198
Mr. Wu Tse Wai, Frederick (Note (j) R[YBRE (M) - 378 - - 378
Mr, Fong Chi Wah FEERL - 217 - 14 291
Non-executive Directors FHTES
Mr. Gao Chengming (Note (i) = E (M (i) - 195 - - 195
Mr. Lau Chi Lung, Johnny (Note (i) BEERE (W) - 195 - - 195
Independent Non-executive Directors BIFHTES
Mr. Char Shik Ngor, Stephen EHREE - 189 - - 189
Mr. Liu Jin R - 189 - - 189
Mr. Law Tze Lun BRIBGAE - 189 - - 189
Chief Executive Officer THEAR
Mr. Feng Wen (Note (1) B (HaEv) - 936 - - 936
- 4,048 1,680 32 5,760
Contribution
Other to pension
Name of Director/Chief Executive Officer Fee Salary benefits sch&mﬁe Total
BikE
EE/THBHRLS ik e Hit A BE At
HK$'00 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHEL FAL FHT
Executive Directors UiTES
Mr. Wong Danny F. (Chairman) TEERE (FF) - 1,252 1,680 18 2,950
Mr. Wu Tse Wai, Frederick (Note (j) RFBRE (M) - 378 - - 378
Mr. Fong Chi Wah hEERE - 277 - 14 291
Non-executive Directors FHTES
Ms. Yang XiaoFeng (Note (i) THEE Lt (W) - 194 - 9 203
Mr. Gao Chengming (Note (i) B E (W (i) - 161 - - 161
Mr. Lau Chi Lung, Johnny (Note (i) ZIRERE (M) - 154 - - 154
Independent Non-executive Directors BIFUTES
Mr. Char Shik Ngor, Stephen EHREE - 189 - - 189
Mr. Liu Jin i - 189 - - 189
Mr. Law Tze Lun BYHEE - 189 - - 189
Chief Executive Officer THAR
Mr. Chiu Shung Wai, Vincent (Note () BEERE (M) - 503 - 8 511
Ms. Tian Jingjing (Note (i) A&zt (M) - 433 - 8 441
- 3,919 1,680 57 5,656
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IRE BRI

For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

12. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICERS’ EMOLUMENTS (CONTINUED)

Notes:

(i) Mr. Wu Tse Wai, Frederick resigned as the Chief Executive
Officer (“CEQ”) on 19 May 2014. Mr. Chiu Shung Wai, Vincent
appointed as the CEO on the same date and resigned on 21
April 2015.

(i) Ms. Yang XiaoFeng redesignated as non-executive director on
11 March 2014 and resigned on 6 July 2015.

(iii) Mr. Gao Chengming appointed on 4 March 2015.

(v)  Mr. Lau Chi Lung, Johnny appointed on 17 March 2015.

(v) Ms. Tian Jingjing appointed as the CEO on 21 April 2015 and
resigned on 31 August 2015.

(v Mr. Feng Wen appointed as the CEO on 21 March 2016.

During the years ended 31 December 2016 and 2015, there was
no arrangement under which a director or CEO waived or agreed
to waive any emoluments.

For both years ended 31 December 2016 and 2015, no
emoluments were paid by the Group to the directors or CEO as an
inducement to join, or upon joining the Group, or as compensation
for loss of office.

The number of the directors and CEO fell within the following
bands:

12, EERTHRARHE (F])

Bt

U

(i

(i)
(iv)

(vi)

RIEEERT—EOFRAB+NABT
THEH B HWRELENRBEZRTA
TR YR-_ZE—AFMNA -+ —HE
Fo

BRELETR -_FT-NF=A+—RAF
RIEMITEE YR _T—RFLANEE
£

BHMHEEEN T -RAF=-ANHAEZE

BIMBELEEN ST —AF=RATLHEZ
f£o

HeaZIN—_Z—RAFNA-_+—HEZ
EATHER YR-_Z—HENA=+—
HEE-

BXEER_T-—RF=ZA-+—REZE
RITHARE -

REBEE-_ZE—RER-_E—HE+-_A=+—
HIEFE BMEEFITHREATRNELRER
B2 THE -

BHE-_Z—XRFR-ZE—AF+-_A=+—H
IEFFE AN B R E R T IRAAE B
SEBIMARER 2 SEEN kBB @ (2 -

EERITRAHZMER LT

Number of directors and CEO

ESRTHERAH
2016 2015
—B-XF —T—hF
| |

Nil to HK$1,000,000 Z 21,000,000/ 7T 8 10

HK$1,000,001 to HK$1,500,000 1,000,001% 7t 21,500,000/ 7T - -

HK$1,500,001 to HK$2,000,000 1,500,001 7T £2,000,0007 7T - -

HK$2,000,001 to HK$2,500,000 2,000,0017# 7T 22,500,000/ 7T - -
HK$2,500,001 to HK$3,000,000 2,500,001 7T 23,000,000/ 7T -

HK$3,000,001 to HK$3,500,000 3,000,0017% 7T 23,500,000/ 7T 1 -

9 11
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AR B TSR M

For the year ended 31 December 2016 HE T — R E+-A=+—HIFE

13. SENIOR MANAGEMENT’S EMOLUMENTS 13. SR EBAEMERESHF AL

AND INDIVIDUALS WITH HIGHEST
EMOLUMENTS

(a) Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year included one executive director
(2015: one) whose emoluments were reflected in the
analysis presented in Note 12 to the consolidated financial
statements. The emoluments of the remaining four
individuals (2015: four) were as follows:

(a)

FfUBREHAL

AEEFAINERFALH BFE—
H(ZF—AF: —R)RTES HBH
EERGEEMBBRERMFEI2EINZ S
R R AL (ZF— 0%
mE) zMEmT:

2016 2015
ZE-XRE —ET—hfF
HK$’000 HK$'000
FHERT TFET

Salaries and other short-term FeRhHMEHERRET
employee benefits 5,677 5,261
Contribution to pension scheme BRIRSFTEIME R 36 36
5,713 5,297

The emoluments of the four individuals (2015: four), included
four individuals (2015: four) of senior management, with the
highest emoluments are within the following band:

mME(ZTE-—AF: IE)RSHFAL
(BENE (ZZ—1F N2 sRER
AB)ZMEERIIMT :

Number of individuals

AH
2016 2015
—E—XE —E—A0F
Nil to HK$1,000,000 Z%1,000,0007 7T 1 1
HK$1,000,001 to HK$1,500,000 1,000,001 7T % 1,500,000/ 7T 2 2
HK$1,500,001 to HK$2,000,000 1,500,0017% 7T 22,000,000/ 7T 1 1
4 4
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For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

13. SENIOR MANAGEMENT’S EMOLUMENTS 13. SR EEBEAEMERESHF AL
AND INDIVIDUALS WITH HIGHEST (%)
EMOLUMENTS (CONTINUED)
(b) Senior management of the Company (b) XAFRZEREEAR

The emoluments of the senior management of the Company AAREBREBAEBZHMESERNNAT
are within the following band:

Number of individuals

A
2016 2015
—EB-XE —ZT—RF
Nil to HK$1,000,000 Z Z=1,000,000/% 7T 1
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T £=1,500,000/8 7T 2 2
HK$1,500,001 to HK$2,000,000 1,500,001 7T £2,000,000/8 7T 1
4 4
During the year, no bonus was paid to the five highest paid FA BEMAEERUERFATE
individuals of the Group (2015: Nil). No emoluments were ML (ZTE—RFE | AEEHE
paid by the Group to any of the five highest paid individuals MAfNESFHATIHMEERMAR
as an inducement to join, or upon joining the Group, or as a SECRESHBREE(ZE—R1F:
compensation for loss of office (2015: Nil). £:: 3
14. DIVIDENDS 14. RE
The directors of the Company do not recommend the payment of AARESTEZRNEBEEZE —_ZT—RFA_ZT
a dividend in respect of both years ended 31 December 2016 and —hAF+ A=+ BUMEAFEZRE -
2015.
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AR B TSR M

For the year ended 31 December 2016 HE T — R E+-A=+—HIFE

15. LOSS PER SHARE

The calculation of the basic and diluted loss per share attributable
to owners of the Company is based on the following data:

Loss

&8

15. BREE

AR FVEA N 2 908 A B8 T 12
oI B

2016 2015
—E-KF —T—RF
HK$’000 HK$ 000
TR FHT

LLoss for the purpose of basic and

SHHEERERRIEEE R

diluted loss per share HAZEE (114,413) (312,636)
2016 2015

—E—-RF —T—hEF

Number of shares ’000 ’000
®ROEE T8 T

Weighted average number of ordinary shares
for the purpose of basic and diluted loss
per share

SAEEBRERREEERE
RAZ EmBnE 198

2,027,039 1,697,213

The weighted average of ordinary shares for the purpose of
calculating basic loss per share for the year ended 31 December
2016 have been adjusted for the effect of placing completed
on 27 January 2016, 18 July 2016 and 22 December 2016
respectively (2015: adjusted for the effect of placing completed on
11 December 2015).

For the years ended 31 December 2016 and 2015, the
Company’s outstanding share options were not included in the
calculation of diluted loss per share because the effect of the
Company’s outstanding share options were anti-dilutive.

BE_Z-—RFET_A=+—BLFE &
BREABERBRA 2 EBBRINEFHEE S
MR —B—RF-—AZ++H ZB—RF
tATNARZZE-R"RFE+ A+ -HEX
ZEEZZEFLAR(ZE—RF =-F
—hAFt AT BERZEEZZEFLA
K)o

HE-_Z—XRFrk_F—HF+=-A=+—H
LHFE ARARRZ MARITEEREA RS
BERE WG ESREEEER T EEART
ZIMARITERBRESETEN -
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For the year ended 31 December 2016 #E T — A NF+_A=+—HLFE

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ BERRE
Furniture
Leasehold and Office Motor
improvement fixtures equipment Computer vehicles Total
HENELE GRREE BAZRE BN RE CH

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

At cost BRA

At1 January 2015 W-Z-nE—-f—H 246 2284 496 730 7,725 11,481
Additions HE 17,876 6,815 360 1,003 765 26,819
Disposals HE - (727) (265) 683) - (1,675)

At 31 December 2015.and 1 January 2016 R-E—HE+-A=t—8R

—T-xE—-f-H 18,122 8,372 591 1,050 8,490 36,625
Additions B 1,500 - 11 83 - 1,594
At 31 December 2016 RZE-R"E+ZA=+—-H 19,622 8,372 602 1,133 8,490 38,219
Accumulated depreciation e
At 1 January 2015 R-Z-nF-HF-A 54 1,456 348 637 2,370 4,865
Charge for the year ERYH 5,133 2,111 11 319 1,601 9275
Elimination on disposals BB - (727) (265) (689) - (1,675)

At 31 December 2015and 1 January 2016 RZE—RF+ZA=+—HR

—T-"%5-A-H 5,187 2,840 194 273 397 12,465
Charge for the year FAZE 6,541 2432 120 541 1,609 11,243
At 31 December 2016 RIE-RETZA=+-H 11,728 5272 314 814 5,580 23,708
Net carrying amount RERE
At 31 December 2016 RZB-AE+ZA=t-8 7,894 3,100 288 319 2,910 14,511
At 31 December 2015 RZE-RETZA=+-H 12,935 5,532 397 7 4519 24,160
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ERE IR MIEE
For the year ended 31 December 2016 HZE -E— X NF+-_A=+—HILtFE
17. OTHER TANGIBLE ASSETS 7. Htt B EE
HK$’000
FHExT
Cost 2%
At 1 January 2015, 31 December 2015, R_Z—RF—A— E CE—FE
1 January 2016 and 31 December 2016 -I— A=+—8" —~"F—-A—BRK
_Zi_/\¢+_ﬂ_+ H 21,730
Accumulated impairment RiHRE
At 1 January 2015 R-_ZE—RHFE—HF—H -
Impairment for the year FARIE 3,054
At 31 December 2015 and 1 January 2016 RZE—RAF+=-A=+—A80K
—E—RF—HF—H 3,054
Impairment for the year FRRE 86
At 31 December 2016 RZE—X"F+=ZA=+—H 3,140
Carrying amount RESH
At 31 December 2016 R-ZFB-—RE+=-A=+—8H 18,590
At 31 December 2015 RZE—RF+=—A=+—H 18,676

The amount represents the aggregate cost of art work, diamond
and diamond ring held by the Group. During the years ended 31
December 2016 and 2015, the directors of the Company, after
referencing to professional valuation reports, determined that
there are impairment loss of approximately HK$86,000 (2015:
HK$3,054,000) as the recoverable amounts of the other tangible
assets were below their carrying amounts.

The recoverable amount of other tangible assets are determined
based on its fair value less costs to disposal by market comparison
model. The value of the assets assessed by comparing the asset
being valued to comparable items recently sold. Using similar units
of comparison, adjustments are made, based on the elements of
comparison, to the sales prices of the comparable. The fair value
hierarchy is Level 2.

SHREASEMFENR BORBONEZ
KRABE-RBE_T-—R"RER_F—1F
ToA=Z+—HLFE E2EEXMGHERS
B ARBESFEE AREMBELEEZA
Yo eEERERASE SREBROS

86,0005 7T ( —ZF — T4 : 3,054,000/ 7T ) °
HihBREEZ U E 45 T E A miS L E0E

BRANEBERDERAEE BEBEIH
HREASLBAIREERSKOIHEZAEL
BREB -FRALREREULRENL Y&
RULBKARH A ELBIRA 2 EBFEHBE-
BRALREEERS2M -
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For the year ended 31 December 2016 #HE_—T— A NF+_A=+—HLFE

18. INTERESTS IN ASSOCIATES 18. REFE N 2R
A detail of the Group’s interests in associates is as follows: REBRBERAT ZERFBOT
2016 2015
—E-RE —ET—hF
HK$’000 HK$'000
FET FET
Cost of investment in associates /N o o= § D 7N
— Unlisted —3E M - _

Share of post-acquisition loss and other FEAE IR B 1% B 18 K
comprehensive income, net of dividends HEma2mEmlz ke ke

received
— Unlisted (Note (i) —IE T (HaEE) - -
Amount due from an associate (Note (j) JE Bt & X R RIE (B AE())
— Unlisted —JEm 30,000 30,000
Less: share of post-acquisition loss and JR - FEAR I 1& B 1R
other comprehensive income, net of E 2w
dividends received MBRE WS
— Unlisted (Notes (i) and (i) —3E T (HTEE)R (i) ) (30,000) (14,805)
- 15,195
Impairment loss on amount due from an FE MBS N BIRIR 2 R EEE
associate (Note (iv)) (Bt 5#0v) - -
- 15,195
Total Rk - 15,195
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For the year ended 31 December 2016

18. INTERESTS IN ASSOCIATES
(CONTINUED)

Notes:

U

(i)

(i

(iv)

The amount due from an associate is unsecured, interest-
free and has no fixed terms of repayment. In the opinion of
the directors of the Company, the Company will not demand
repayment within one year from the end of reporting period and
are therefore considered as non-current.

On 14 November 2011, Chance Luck Holdings Limited, a
wholly-owned subsidiary of the Group, has entered into an
agreement with Rui Shing Holdings Limited, and Long Holdings
Limited to establish Tumas Holdings Limited (“Tumas Holdings”),
incorporated under the laws of British Virgin Islands. The
principal activities of Tumas Holdings and its subsidiaries are
development and manufacturing of yacht. The investment cost
amounted to approximately HK$23,000.

On 30 September 2015, the Group disposed its 100% interest
in Chance Luck Holdings Limited, which holds 30% interest in
Tumas Holdings at the consideration of approximately HK$8
(equivalent to US$1).

On 17 April 2014, Essence Sharp Holdings Limited, a wholly-
owned subsidiary of the Group, has established Medisun
Holdings (Overseas) Limited (“Medisun Holdings”), incorporated
under the laws of British Virgin Islands. The principal activities
of Medisun Holdings and its subsidiaries are development
of bio-pharmaceutical and regenerative medicine system
and products. The investment cost amount to approximately
HK$800 and the Group’s share of loss of an associate for the
year ended 31 December 2016 amounted to approximately
HK$15,195,000 (2015: HK$8,743,000).

In the opinion of the directors of the Company, the amount due
from an associate form part of the Group’s net investment and
the Group’s share the excess part of loss in associates for the
year ended 31 December 2016 amounted to approximately
HK$15,195,000 (2015: HK$8,743,000).

The carrying amount of amount due from an associate is
reduced to its recoverable amount which is determined by
reference to the estimation of future cash flow expected to be
generated from the associates.

Notes to Consolidated Financial Statements
IRE BRI R
BE-_Z—XREt+-_A=+t—BILEE

18. REtE QA2 s (&)

MaT

0 FEREEQEFUEREEN 8 RERE
BREP-ARAEERR ARATENA
2MBARLIT —FREREE  BRRIEE
BHR -

i) MWZFB-——F+—-A+HB -AEEZZ
& [} /&8 A A)Chance Luck Holdings Limited£2
Rui Shing Holdings Limited 2 Long Holdings
Limited] 37 1 & + LA BK 37 Tumas Holdings
Limited ([ Tumas Holdings | * J3 1R & % & &z
LR EEARFMAIL) o Tumas Holdings & H
MEBARZ EFEXEBRMERBEERERE R
B PR 7R #73%23,00078 7T ©

RZE—RAFNA=TH FAEBERRE
#183% T (F85 P13 7T ) i & Chance Luck
Holdings Limited,Z 100%# % ( Chance Luck
Holdings Limited#¥ /& Tumas Holdings 2 30%
) o

iy RZZE—NFNA+EH HEREEZ2
& [f} & /A B]Essence Sharp Holdings Limited
X 32 Medisun Holdings (Overseas) Limited
(Medisun Holdings | * TR IE B E L RS
JRZFEMAKAL) © Medisun Holdings & H &
NAZEBEEGRAREENRELBERES
A RER - BREKRLF/B00ET  HEZ
T-RE+TZA=+—BLEFEREEES
& A A 2 E5 1B 49815,195,0008 7T (= F
— T4 18,743,000/ 7T) °

ARBIEERAE BE-_Z— R F+=-A
=+ RHILFE ER—EBEATRER
REBMFRE 2 —E0  MAEEELEE
AR EE 2 B I3 49 /515,195,000 7T
(—Z— 1 :8,743,000/87T) °

(v) REEEEQRFUEZEESERSEETIR

C&%  H2REAZBERBELZARK
RenBzhatmET -

BERREESHMRAT 2016F%K 155



Notes to Consolidated Financial Statements

AR B TSR M

For the year ended 31 December 2016 #E T — A NF+_A=+—HLFE

18. INTERESTS IN ASSOCIATES

18. RBE QT 2 EH (&)
(CONTINUED)

RZEBE-—RET_A=+—H BAXRAME
FEZAREEBRZRR ZFHBNT

Details of the Group’s associates which are held indirectly by the
Company at 31 December 2016 are as follows:

Proportion of
Principal Class of nominal value Proportion
Name of Form of Place of Fully paid place of shares of issued share of voting  Principal
associate entity incorporation share capital operation held capital held power held  activities
e Frig

BENAEH BER AR L bR BHRRA TEEERY FRROEN RAEELH RELA TERH

Medisun Holdings Incorporated British Virgin Islands  US$50,000 HongKong  Ordinary 30% 30% (Note ()  Investment
holdings

Medisun Holdings ~ $Ef A iz RBREES 50,000% 7 BE LER 30%  30% (M) REZR

Hong Kong National - Incorporated Hong Kong HK$5 HongKong  Ordinary 20% 20% (Note (i) Dormant
Investments Fund
Limited

ERERASER ARy BE 58T 0 EER 0% 0% (M) TEER
BRAR

OBOR Investment Incorporated Hong Kong HK$100 Hong Kong Ordinary 30% 30% (Note i)~ Dormant
Fund Limited

—S-RREAE  HEMKU BE 1007 ) BBk 30%  30% (M) EBEEx
BRAR

R-ZE—RF+-A=+—B A2 FME
BEZAEBRBE AR ZHEBOT:

Details of the Group’s associates which are held indirectly by the
Company at 31 December 2015 are as follows:

Proportion of
Principal Class of nominal value Proportion
Name of Form of Place of Fully paid place of shares of issued share ofvoting  Principal
associate entity incorporation share capital operation held capital held power held  activities
FE R Fr

L NE BEMA BalilAve:E BARRA TEEEE FEROEN  REAAELD REELO  IEXHK

Medisun Holdings Incorporated British Virgin Islands  US$50,000 Hong Kong Ordinary 30% 30% (Note () Investment
holdings
Medisun Holdings ~ sEMAL L KBELES 50,0005 7T B L@k 30%  30% (Aiip)  BEER

Hong Kong National - Incorporated Hong Kong HK$5 Hong Kong Ordinary 20% 20% (Note (i) Dormant
Investments Fund
Limited

FRERASER #MAY B 5B BE LB 0% 0% (Hh) LEER
BRRA
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18.

For the year ended 31 December 2016

INTERESTS IN ASSOCIATES

(CONTINUED)

Notes:

U

(i)

The Group holds 30% of the issued share capital of Medisun
Holdings. The directors of the Company consider that the Group
does have significant influence over Medisun Holdings and it is
therefore classified as an associate of the Group.

The Group holds 20% of the issued share capital of Hong Kong
National Investments Fund Limited (“Hong Kong National”). The
directors of the Company consider that the Group does have
significant influence over Hong Kong National and it is therefore
classified as an associate of the Group.

The Group holds 30% of the issued share capital of OBOR
Investment Fund Limited (“OBOR Investment Fund”) (formerly
known as OBAOR Investment Fund Limited and OBAOR
Investment Group Limited). The directors of the Company
consider that the Group does have significant influence over
OBOR Investment Fund and it is therefore classified as an
associate of the Group.

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

Notes to Consolidated Financial Statements
IRE RS R

BE-Z-RFT-_A=+—HBILFE

18. REtE QA 2w (&)

MaT

() 7N £2 [B] 5 5 Medisun Holdings 2 30% & 3 17
AR R A REFR A A E B ¥ Medisun
HoldingsB E X &1 Rt EH AR

KB ZBERTF -

iy AEEHEEERBRESEEARAA([F
BB ) 220% 0 BT A - KRR EER
B $$lﬁ§%lﬁﬁiﬁ 22 ) A
BESBANEE ZBE QT

(i) AEERE-—FRBREEARARF([—
HoREEEe]) (ABA—F —KREHR
SERAAR—F—BIREEESFRARF)
Z30%EBITRA - ARBEFRE A5E
H—M—%&égéﬁik%%ﬂ A 1 #8
HABAAEE ZHENA]

BRAKBEEBERRZMBERBEZHIIM
T TXMIIZHBERB B 2R RIZR
BEMBREEANRER M IERRATERE -
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- Notes to Consolidated Financial Statements
RAE PSRRI

For the year ended 31 December 2016 #E T — A NF+_A=+—HLFE

18. INTERESTS IN ASSOCIATES 18. REtE ARz s (&)
(CONTINUED)
All of these associates are accounted for using the equity method FrBZEEE e U ERE AT ARLGE
in these consolidated financial statements. sk -

Medisun Holdings

2016 2015

—E—XE —E—hF

HK$’000 HK$’000

TET FET

Current assets RBEE 16,854 1,115
Non-current assets EMBEE 36,250 245,095
Current liabilities mENARE (51,901) (14,165)
Non-current liabilities ERBAFE (227,119) (269,614)
Revenue e 88,942 154
Loss for the year FAEIE (143,455) (29,142
Loss attributable to the Group AER B FEAL ET 1R (15,195) (8,743)

158 National Investments Fund Limited Annual Report 2016



18.

INTERESTS IN ASSOCIATES
(CONTINUED)

Reconciliation of the above summarised financial information to the
carrying amount of the interest in the associate recognised in the

consolidated financial statements:

For the year ended 31 December 2016

Notes to Consolidated Financial Statements

AR B TSI M

BE_Z-—REt-A=1+—HILFE

18. REtE QA 2w (&)

BB ER MR AR E B HRERAPAERR
e NR R RME B WK

Medisun Holdings

2016 2015
—E-XE —hF
HK$’000 HK$'000
FH&xT FHET
Net liabilities attributable to the owners of ZEENEHEAEAELFARE
the associate (225,916) (37,569)
Proportion of the Group’s ownership interest 7~ 5 B 7 Medisun Holdings <
in Medisun Holdings HEHEERLG 30% 30%
Share of post-acquisition loss and other B EEELREMAZRE
comprehensive loss, net of dividends E5iE HBRE KK E
received (67,775) (11,271)
Amount due from an associate JE W — PRl Bt % R B 5R0E 30,000 30,000
Others E1 37,775 (3,534)
Carrying amount of the Group’s interest in 7K £ B 7 Medisun Holdings 2
Medisun Holdings w2 BRE S & - 15,195
Hong Kong National
BEBER
2016 2015
—NE —hF
HK$’000 HK$’000
FHExT FET
Current assets TENE E 17 -
Non-current assets EmEEE - -
Current liabilities REBE (22) -
Non-current liabilities ERBBE (26) -
Revenue Iz - -
Loss for the year FREE (29) -
Loss attributable to the Group AEBEEGEE - -
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Notes to Consolidated Financial Statements
IRE BESR KRR

For the year ended 31 December 2016 #E T — A NF+_A=+—HLFE

18. INTERESTS IN ASSOCIATES
(CONTINUED)

Reconciliation of the above summarised financial information to the
carrying amount of the interest in the associate recognised in the

18. REtE QA2 s (&)

ot B 75 A KA AR A B TS R A P RE AR

BaEnr R RESE K.

consolidated financial statements:

Hong Kong National

EBER
2016 2015
—E-REF —E—RF
HK$’000 HK$’000
FEx FiBT

Net liabilities attributable to the owners of A NGIE DN L P =K

the associate (31) -
Proportion of the Group’s ownership interest 78 £2 B A & B 2% 2
in Hong Kong National B ERERLLD 20% 20%
Share of post-acquisition loss and other ERKEEBEREMEE
comprehensive loss, net of dividends BB IR E AR S
received - -
Carrying amount of the Group’s interest in AEBREBRE 2
Hong Kong National Hm RS - -
OBOR Investment Fund
—H-RBREES
2016 2015
—E-AF —T—RF
HK$’000 HK$'000
FHET FHET
Current assets TENE E 5 -
Non-current assets FEmEEE - -
Current liabilities nEBE - -
Non-current liabilities EnEatE (45) -
Revenue e - -
Loss for the year FANEE (40) -
Loss attributable to the Group NEE E(LEE - -
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Notes to Consolidated Financial Statements -
IR B B SRR MR
For the year ended 31 December 2016 HZE -E— X NF+-_A=+—HILtFE

18. INTERESTS IN ASSOCIATES 18. REtE ARz s (&)
(CONTINUED)
Recondiliation of the above summarised financial information to the LS E R B B A B HRR R ATHER
carrying amount of the interest in the associate recognised in the BERNR s BE KA B HIR:

consolidated financial statements:

OBOR Investment Fund

— % -BREREES

2016 2015
—RE —E—RE
HK$’000 HK$ 000
FExT F#ET

Net liabilities attributable to the owners of EAENEIE 2 DN LD =K =

the associate (40) -
Proportion of the Group’s ownership interest ANEBR —F—KIGEE S 2

in OBOR Investment Fund MR L 30% -
Share of post-acquisition loss and other JEMR UL B 12 s 18 I A

comprehensive loss, net of dividends ZHEEE - HBREWARE

received - -

Carrying amount of the Group’s interest in AEBR—F—BEREESZ

OBOR Investment Fund BmRESHE - -
Unrecognised share of losses of associates ABRZELBENGER
2016 2015
—E-RF —T—AF
HK$’000 HK$'000
FBx FiET
The unrecognised share of losses of RIERZ EIREE QR FAEE
associates for the year (27,859) -
2016 2015
—EB-RF e
HK$’000 HK$'000
FBx FiET
Cumulative share of losses of associates RET G N REE (27,859) -
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- Notes to Consolidated Financial Statements
RAE PSRRI

For the year ended 31 December 2016 #E T — A NF+_A=+—HLFE

19. AVAILABLE-FOR-SALE FINANCIAL 19. It ELREE
ASSETS
2016 2015
—E—RE —E—RE
HK$’000 HK$'000
FHET FHET
Unlisted securities ELMHESH

— Equity securities — R AFE 101,000 59,344
— Debt securities — (&3 18,132 17,004
119,132 76,348

Analysed for reporting purposes as: MERENITA:
— Non-current assets —EMBNAE 101,000 59,344
— Current assets —REEE 18,132 17,004
119,132 76,348
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Notes to Consolidated Financial Statements -
RS HRARMIGE

For the year ended 31 December 2016 HE-—ZT— R E+-A=+—HIFE

19. AVAILABLE-FOR-SALE FINANCIAL 19. AItHESRERE (F)
ASSETS (CONTINUED)
The following is a list of AFS financial assets as at 31 December LWTAERZE—R"FRZFE—RF+ZA
2016 and 2015: =t+—BzAHEESREE K
Proportion Net assets
share capital  attributable to Fair value Fair value
owned asat the Group as at as at asat
31 December 31 December Costof 31 December 31 December
Name of equity/debt securities 2016 2016 investment 2016 2015
RZB-XF RIE-XF
+=ZA=+-B +=ZR=t-H RZB-RE RZT-1F
FHEREA AREELZ +=A=+-8B +ZA=1t—H
BRAE/BERSER ADt EERE REMK ZAREE ZDBnER
(%) HK$'000 HK$'000 HK$'000 HK$'000
TR TEx TER TR
Equity securities issued by: UTARRTZRARS:
- Upperclass Developments Limited —Upperclass Developments
(“Upperclass’) (Note (i) Limited ( [Upperclass ] )
(Hizta)) 30 25,886 - - -
- Smart Role Limited (“Smart Role”) (Note (i) —Smart Role Limited
([SmartRole ) (#z#i)) 8 51,200 59,680 51,200 59,344
- Co-Lead Holdings Limited (“Co-Lead") (Note (i) —Co-Lead Holdings Limited
([Co-Lead |) (Hazi) 0.72 1,000 15,908 15,500 -
- Freeopt Holdings Limited (‘Freeopt”) (Note ()~ —Freeopt Holdings Limited
([Freeopt]) (Hizt()) 5.06 17,576 16,000 20,700 -
- Freewill Holdings Limited (‘Freewill’) (Note (1))~ —Freewill Holdings Limited
(TFreewil 1) (Hzt)) 0.54 12,309 15,950 12,500 -
- Joint Global Limited (“Joint Global”) (Note (i) —Joint Global Limited ([ Joint
Global ) (#i7# (i) 0.78 1,084 16,038 1,100 -
Debt securities issued by: UTARRT2ERRS:
— Premium Castle Limited (“Premium Castle”) —Premium Castle Limited
(Note (vii}) (TPremium Castle | )
(Wi N/ATER N/ATER 12,056 16,412 15,204
- The American Club (‘American Club”) (Note (i) —The American Club
([ American Club | )
(Hizty) N/ATER N/ATER 1,800 1,720 1,800
119,132 76,348
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Consolidated Financial Statements

4RE TS ERER M EE
For the year ended 31 December 2016 #HZEZ T — R "F+-_A=+—HILFE

19. AVAILABLE-FOR-SALE FINANCIAL
ASSETS (CONTINUED)

Notes:

U

(i)

164 Nati

The unlisted equity securities and unlisted debt securities are
measured at fair value and are classified as Level 3 fair value
measurement. The fair value of unlisted equity securities is
estimated by applying price-to-book ratios for similar listed
companies and reference to the market value of underlying
net assets and adjusted to reflect the specific circumstance of
the investments. The fair value of debt element of the unlisted
debt securities is calculated based on the present value of
contractually determined stream of future cash flows discounted
at the required yield, which was determined with reference to
the credit rating of the issuers of the unlisted debt securities and
the maturity terms. The effective interest rate is 17.00% (2015:
9.87%).

Unlisted equity securities that do not have a quoted market
price in an active market and the range of reasonable fair value
estimates is significant and the probabilities of the various
estimates cannot be reasonably assessed, such unlisted equity
securities are measured at cost less any identified impairment
losses at the end of each reporting period.

On 8 April 2013, Top Onward Development Limited, a wholly-
owned subsidiary of the Group, has entered into agreement with
Mr. Li, a shareholder of Upperclass which incorporated under
the laws of British Virgin Islands, in relation to the acquisition
of 30% equity interest and the transfer of contractual right to
receive another receivable owed by Upperclass. This resulted
in an indirectly held of approximately 16% equity interest in
Hua Tong International Leasing Co., Limited (“Hua Tong”),
incorporated in the People’s Republic of China with limited
liability. The principal activities of Hua Tong are leasing. The
investment cost and other receivable amount to HK$234 and
approximately HK$40,800,000 respectively, and the transaction
was completed on 30 December 2013. The Group is unable to
exercise significant influence over Upperclass and Hua Tong as
it does not have the power to appoint any of their directors and
do not participate in their policy-making processes.
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Notes to Consolidated Financial Statements

AR

For the year ended 31 December 2016 #HZ T —XF+_A=+—HILFE

19. AVAILABLE-FOR-SALE FINANCIAL
ASSETS (CONTINUED)

Notes: (Continued)

(i)

(iv)

(vi)

On 24 September 2014, Massive Shine Limited, a wholly-
owned subsidiary of the Group, has entered into agreement with
Trillion Cheer Toprich Limited (“Trillion Cheer”), a shareholder of
Smart Role which incorporated under the laws of British Virgin
Islands with limited liability. This result in an indirectly held in
8% equity interest of & K (2 # ) 2 M A R A 7 (“Hancheng
Bazhong”), incorporated under the People’s Republic of China
with limited liability. The principal activities of Hancheng Bazhong
are holding of the Forest Rights Certificates. The investment cost
amount to approximately HK$59,680,000, and the transaction
was completed on 24 September 2014. No dividend was
entitled to the Group during the years ended 31 December 2016
and 2015.

On 14 January 2016, Old Peak Limited, a wholly-owned
subsidiary of the Group, has entered into agreement with
Co-Lead which incorporated under the laws of British Virgin
Islands with limited liability. This result in a directly held in
0.72% equity interest of Co-Lead. The principal activities of Co-
Lead are investment holdings. The investment cost amount
to approximately HK$15,908,000, and the transaction was
completed on 15 January 2016. No dividend was entitled to the
Group during the year ended 31 December 2016.

On 14 January 2016, the Company has entered into agreement
with Freeopt which incorporated in Republic of the Marshall
Islands with limited liability. This result in a directly held in
5.06% equity interest of Freeopt. The principal activities of
Freeopt are investment holdings. The investment cost amount
to approximately HK$16,000,000, and the transaction was
completed on 15 January 2016. No dividend was entitled to the
Group during the year ended 31 December 2016.

On 14 January 2016, the Company has entered into agreement
with Freewill which incorporated in Republic of the Marshall
Islands with limited liability. This result in a directly held in
0.54% equity interest of Freewill. The principal activities of
Freewill are investment holdings. The investment cost amount
to approximately HK$15,950,000, and the transaction was
completed on 15 January 2016. No dividend was entitled to the
Group during the year ended 31 December 2016.

Due to significant change with the performance of the AFS
financial asset, the fair value of the AFS financial asset decreased
significantly. Impairment loss of approximately HK$3,450,000
was recognised in the Group’s consolidated statement of profit
or loss during the year ended 31 December 2016.

(i)

(iv)

(vi)

19. IHEESREE (&)
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IRE BESR KRR
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19. AVAILABLE-FOR-SALE FINANCIAL
ASSETS (CONTINUED)

Notes: (Continued)

(vii

(vii

On 14 January 2016, Eighty Riches Limited, a wholly-owned
subsidiary of the Group, has entered into agreement with
Joint Global which incorporated in Republic of the Marshall
Islands with limited liability. This result in a directly held in 0.78%
equity interest of Joint Global. The principal activities of Joint
Global are investment holdings. The investment cost amount
to approximately HK$16,038,000, and the transaction was
completed on 15 January 2016. No dividend was entitled to the
Group during the year ended 31 December 2016.

Due to significant change with the performance of the AFS
financial asset, the fair value of the AFS financial asset decreased
significantly. Impairment loss of approximately HK$14,938,000
was recognised in the Group’s consolidated statement of profit
or loss during the year ended 31 December 2016.

Premium Castle and the Group have agreed to settle the loan
receivable by entering into a new subscription agreement
(“Subscription Agreement”) on 24 December 2013 and
subscribed a new convertible note issued by Premium
Castle (“New Premium Castle CN”) with principal amount
of HK$18,600,000, which comprise principle amount and
outstanding interest of HK$17,000,000 and approximately
HK$1,600,000 respectively from the outstanding Premium
Castle CN. The completion of the subscription took place on 25
February 2014. Details of the Subscription Agreement were set
out in the Company’s announcement dated on 24 December
2013.

Initial recognition of the debt element of the New Premium
Castle CN and the conversion options element of the New
Premium Castle CN in accordance with HKAS 39, amounting to
approximately HK$12,056,000 and HK$6,224,000 respectively.

As at 31 December 2016, the principal amount of the New
Premium Castle CN is HK$18,600,000 (2015: HK$18,600,000).
There was no disposal or redemption during the year ended 31
December 2016. No dividend was entitled to the Group during
the years ended 31 December 2016 and 2015.

On 28 March 2015, the Company subscribed a debenture
issued by the American Club (the “Debenture”) with a principal
amount of HK$625,000 at a consideration of HK$1,800,000.
The completion of the subscription took place on 1 June 2015.
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19. IHEESRHEE (&)

iz (&)

(vii)

(vii)

()

W Z=ZF—7"F— F-+MA - Eighty Riches
Limited (A& @ 2 2 & M B A 7)) EJoint
Global (E S BES XME MK ZA
R A B)) RT3 15 3% o It 82 8 B & 2 #5 A Joint
GlobalZ0.78%% # - Joint GlobalZ = & #
%A E R - 458 A AR A #916,038,00075
MR SER-_E—ANE—A+HH%
Ko AEERBE-Z— R E+_A=1+—
BIEFEEERRKE -

HRAHLEEREECRBEELETAE
B BUAHREESREEZ AABEKNR
TN BE LB 5 TR 4914,938,00008 L E AN &
ERE—T—R"F+_A=+—HILFEZ

FABERPER-

Premium CastleBi A EBERER T —=F
T At RTVFRE RS ([REWH
&) EERERE R R Premium Castle
i 3517 7N % %8 418,600,000/ 7T 2 7 ] #2 %
Z 4 ([#Premium Castlef] R Z4% ) - B
77K & %8 B $E 7k & 8 2 Premium CastlefJ #
B& 2 & 2 7 §817,000,00078 T K A (& 32 FI
B.491,600,000/8 T REBEEN T —NF
ZAZTHAEER -REBEFBIREAR
AIRBAZE—=F+_AZtWEAZR%E
B -

BRIBEEB G EREIOR T L HERH
Premium CastleR] 2 J& 4% ~ & 75 25015 &3
Premium CastleP] # I8 =& 2 # IR & &0 10 7
7l 712,056,000/ 7T & 6,224,000/ 7T ©

R-Z—XFE+=-A=+—H8 " HPremium
Castle™] 2 i% 22 #& 7 7N & & 418,600,000/
L (ZZE—FRHF 18,600,000/ T) - REZE
—E-RXF+_A=t+—BILEFEYEET
HEREL - NEE_T—AFR=ZZT—H
F+-_A=+—HILFE TEEHYEEZE
Pk o=

R-E-—AF=A-+=0 AQAREHD
American ClubZ 1T 2 E#EE ([EREE]) -
7N % 88 /625,000 7T+ K (& A&1,800,0007
T REBEEBEEZR-_T—AFNA—H=
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19. AVAILABLE-FOR-SALE FINANCIAL
ASSETS (CONTINUED)

The following is the analysis of fair value change of AFS financial
assets for the years ended 31 December 2016 and 2015:

Name of unlisted equity/debt securities

FETRE EREEER

19. It EEREE (&)

NWTABZE-_Z—X"FE-_ZF—RF+=A
=+t HIFEAHELESRHEEZ ANEE
BB DA -

Change in fair value during
the year ended 31 December

REBE+=-A=+—AR

LHEEZAAEEES
2016 2015
—EB—AE —T—RF
HK$’000 HK$'000
FHET FHTT

Unlisted equity securities issued by:

AN RBEITZ I L IRAE S

-HEC —HEC - (6,940)
- Freeman -RE - 9,696
— Smart Role —Smart Role (8,144) (160)
— Co-Lead —Co-Lead (408) -
— Freeopt —Freeopt 4,700 -
— Freewill — Freewill (3,450) -
— Joint Global —Joint Global (14,938) -
Unlisted debt securities issued by: AT RARIBITZIELMERES
— Premium Castle —Premium Castle (240) 519
— American Club —American Club (80) -
20. CONVERSION OPTIONS EMBEDDED IN 20. TRREERAS ZRRE
CONVERTIBLE NOTES
2016 2015
AL —ZE—hfF
HK$’000 HK$'000
FHET FET

At the beginning of the year F9) 1,039 2,453
Addition NE - 15,403
Fair value change NAEEEE (292) (1,414)
Disposal HE - (15,403)
At the end of the year FR 747 1,039
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For the year ended 31 December 2016 #HZE —F

20. CONVERSION OPTIONS EMBEDDED IN
CONVERTIBLE NOTES (CONTINUED)

Notes:

U

(i)

(i)

Conversion options embedded in convertible notes represented
the conversion option element of the convertible notes
subscribed by the Group and are measured at fair value using
the binomial option pricing model at initial recognition and
at the end of each reporting period. The debt element of the
convertible notes is classified as AFS financial assets.

As explained in Note 19, the Group subscribed New Premium
Castle CN during the year ended 31 December 2014 and
amount of approximately HK$6,224,000 was recognised as
conversion option embedded in convertible note which was
measured at fair value at initial recognition. At 31 December
2016, the carrying amount of conversion option in New
Premium Castle CN was approximately HK$747,000 (2015:
HK$1,039,000).

The Group subscribed a convertible note issued by Up Energy
Development Group Limited (“Up Energy CN”) during the
year ended 31 December 2015 and amount of approximately
HK$15,403,000 was recognised as conversion option
embedded in convertible note which was measured at fair
value at initial recognition. The Group disposed Up Energy CN
on 30 July 2015 and the carrying amount of the conversion
option embedded in Up Energy CN was approximately
HK$15,403,000 at that date.

21. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Held-for-trading: BEEE:
Equity securities, at fair value RARFES HAAE
~ listed in Hong Kong —REBLET

—RFTZA=+—RHIFE

20. TRREBERES2BRKRE (&)

MaT

U

(i

)

AHBRERBERE 2 B RE A K ETRER
BRE R 2 BB - IR ) R
EE2WMBPRAA - EXAEEERILUARA
BEFE - AREREZEHSOIDER
AfHESREE-

BAKT 1R AEBMPBEE-_T—N
F+-A=+—H - FEREB HPremium
Castlen] # i% 22 & » i1 #96,224,000/8 7T 2 &
HOHRBIBRBEEANES ZBRIE IR
NP HERFIEARBENE - R —RF
+=—A=+—8 " #Premium CastleF] #J§ =
BAEZRRERZEE$E4 /747,000
BT (ZF—HRF 1,039,000 7T) °

‘éﬁci_? AF+—_A=+—HILEFE K

EREEREFEEEEEARAREITZ
W@Hﬁ?&%}?((@;‘)ﬁﬁéiﬁmﬁﬂﬁ?ﬂ) i
#15,403,0008 L2 @ BEER BT RERE
BREZBRBRE TRV THERREZEAAE
Bt - AEBCR _ZE—HFE+A=+H
& B R B8R A AR =I5 - MBI A2 )R Al 2
BEBEANEG 2 BBRERZBZEASBEOA
15,403,000/ 7T ©

m.g%é%ﬁﬂﬁﬁﬁﬂﬁZﬁﬂ

2016 2015
—~E —ET—hfF
HK$’000 HK$’000

FET BT

- 2,663
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21. FINANCIAL ASSETS AT FAIR VALUE 21. RERKREQAAEEIEZSH
THROUGH PROFIT OR LOSS BE (&)
(CONTINUED)
The following is a list of the held-for-trading investments as at 31 LWTAEBRZZE—RAF+ZA=+—H2ZEHHEE
December 2015: BIRAY|*:
Equity securities listed in Hong Kong: REBLEMZBRAES
Place of Net assets
Name of incorporation attributable
equity and kind of Number of Interest tothe Cost of Fair Change in
security legal entity shares held held Company investment value fair value
BRUAVE LD KRATEE
BRAZEFEHRE EEERER ik in & A PR EESE REMK MREE AREEED
(%) 000 HK$'000 HK$'000 HK$'000
Fr FaEr FHT TAR
|
China Merchants Bank Co., Ltd. People’s Republic 146,000 0.0006 RMB1,992 2,880 2,663 17)
of China, ordinary
limited liability shares
company
REARTRNERAF hEARLAE. 146,0008% AR1,992
BREMRA ]
A brief description of the business and financial information BIE Lt EMRAFTSETH M BmE &
of the above listed equity security, based on its latest financial EBBN EFBERDT

statements, is as follows:

China Merchants Bank Co., Ltd. is principally engaged in finance BERTROBERABDEEZR LEF RIIRE
lease, assets management, banking and financial advisory services BREREHE EEER RITLKUVBEM
in Shanghai, Shenzhen and Hong Kong. AR 7 ©

No listed equity securities was held by the Group as at 31 AEBR-Z—AE+_A=+—HLEH
December 2016 (the unaudited net profit attributable to the owners BEAMLTRAES (BEARTRHBERA
of China Merchants Bank Co., Ltd. for the six months ended 31 AZHBAREBE_T—AF+A=1+—
December 2015 was approximately RMB32,976,000,000). HERNEABERAEEZENOBARKE

32,976,000,0007T) °
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21. FINANCIAL ASSETS AT FAIR VALUE 21. RERREBAANEEYERZESH
THROUGH PROFIT OR LOSS &E (&)
(CONTINUED)
The followings are the analysis of realised (loss)/gain of each held- LWTEREBEEZS—R"FRZE—AF+ZA
for-trading investments for the years ended 31 December 2016 ST+ —HLEFESERBIEFEEREZCEN
and 2015: (E18) B D
2016 —E-XF
Selling Cost of Realised
Stock code price  investment loss
=% 32
Name of equity security RAZSFERE A3 5% &E REBE BB
HK$'000 HK$'000 HK$'000
TR TR TET
China Merchants Bank Co., Ltd. BERTRHERAE 3968 7,459 7,659 (200)
2015 —ET—h%F
Cost of Realised
Stock code Selling price investment (loss)/gain
2ER
Name of equity securities BRAEH LB BID AR EE BEMA (BR)/ hE
HK$'000 HK$'000 HK$'000
THT FHET TR
China Merchants Bank Co., Ltd. BARTROBRAR 3968 3,814 4,031 (217)
Mascotte Holdings Limited BHEEEERAR 136 93,957 121,674 27,717)
Imperial Pacific International Holdings Limited 8% A F ¥ BT
ERERLE 1076 2411 2,495 (84)
China Strategic Holdings Limited FREEBRAA 235 624 548 76
COL Capital Limited FEBRERERAR 383 4,655 5,107 (452)
Auto ltalia Holdings Limited BEFZRERAF 720 3,387 5,042 (1,655)
AirMedia Group Inc ADR AirMedia Group IncE BB FLE % N/ATE A 1,845 1,355 490

No dividend income of was received during the years ended 31
December 2016 and 2015.
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22. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

22, EMNFIR - REREMWEWRIR

2016 2015

ZE-XRE —T—hfF

HK$’000 HK$'000

FHExT FHET

Prepayments FE B 419 4,782
Other receivables (Note) Hth fEWGRIE (BT aE) 44,057 42,758
Rental deposits and other deposits Heke REMZE 2,880 2,812
47,356 50,352

Note:

Other receivables mainly include interest receivables from AFS financial
assets of approximately HK$2,330,000 (2015: HK$1,958,000) and
other receivable from an investee of approximately HK$40,800,000
(2015: HK$40,800,000). Please refer to Note 19(ii) for details.

23. PROMISSORY NOTE RECEIVABLE

On 25 June 2015, the Group subscribed a promissory note of
HK$3,000,000 from Wealth China Finance Limited, a company
incorporated in Hong Kong with limited liability on 1 May 2015. The
promissory note is subscribed at 10% interest rate per annum with
1 year maturity from the date of issue with average effective interest
rate of approximately 10% per annum. The promissory note was
fully settled by cash on 9 May 2016.

24. CASH AND BANK BALANCES

Bt

EmEWSIEEZEREr HEESmEE BT
£.472,330,000/% 7T (=T — R 4F : 1,958,000 7T
LA R #5745 & A B 2 HoAh i W IE £940,800,00074 7T

—Z—F4F : 40,800,000/ 7T ) © BB
19(i) °

FE W& 5 R iR

R-ZE-—RFRNA-+HR AEEREEM
BERRR (R-_ZE-—RFAA-REREF
i B 32 2 A IR A 7)) B fE — 193,000,000/ 7T
ZHERRE AR RETRFNETI0E T IAR
B EBRTREHEN -SRI FHERF
MEHBIOE -ERAZBEER T —RFRHA
NBEAR BB -

24, WERBITHEE

23.

2016 2015

—E-XE —T—hfF

HK$’000 HK$’000

FBT FET

Cash and bank balances W& MIRTTH & 5,361 6,399
Pledged bank deposits BHEFIRITER 2,040 2,020
7,401 8,419
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24. CASH AND BANK BALANCES 24,
(CONTINUED)

Deposits with banks earn interest at floating rates based on bank
deposit and saving rates. The bank balances and pledged bank
deposits are deposited with creditworthy banks with no recent
history of default. At 31 December 2016, the bank deposits of
HK$2,040,000 (2015: HK$2,020,000) were pledged to a bank to
secure trade credit facilities granted to the Group.

RERRITHER (&)

THEFRRIBERITTFRRBEN R R ZEF
+a+§ofiﬂ @%&E%ﬁ&ﬁﬂfﬁ"ﬁ%ﬁtﬁﬁzmﬁ
ERBENTEREAEEZRIT-RZF—
F+=ZA=+—H" 2,040, ooo/%n( "—Eli
% :2,020,0008 L) 2 RITF R E IR F IR
T URBETFTAEECZESERAME -

25. SHORT-TERM LOANS 25. BHIER
2016 2015
ZE-XRE ZE—hF
HK$’000 HK$'000
T FiBT
Loans from third parties (Note (i) BE=FHERHE))

— Principal — K& - -
— Interest —F& - -
Secured [ - -

Carrying amount repayable (Note (i): JEEERES R (M)
Within one year —FA - -

Notes: Kt

(i) The Company entered into a loan agreement with Enhanced
Finance Limited (“Enhanced”) amounted to HK$65,000,000
and HK$10,000,000 on 14 January 2016 and 2 February
2016 respectively. The loan was repayable on the date of one
year from the date of loan agreement with interest rate of 12%
per annum. The balance of approximately HK$60,294,000
was partially settled by cash on 28 January 2016 resulting
an outstanding principal of HK$15,000,000 (the “Enhanced
Facility”).

The Company entered into loan agreements with Hansom
Finance Limited (“Hansom”) amounted to HK$5,000,000 (the
“First Facility”) and HK$5,000,000 (the “Second Facility”) on 8
April 2016 and 16 May 2016 respectively, which was secured
by a charge over the interest in its wholly owned subsidiaries,
namely Massive Shine Limited, Old Peak Limited, Eighty Riches
Limited, Union Power Holdings Limited and Fine East Trading
Limited in favour of the lender. The loan was repayable on the
date of three months from the date of drawdown with interest
rate of 2% per month.
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) RARIBEREEARAF ([EEEE])
%\E‘Jﬁé_é NE—AFTHEHEEZZT—RF
— A = H5J3265,000,000/% 7T 10,000,000
Bz ERG#E ZERERBERGZB
B s M —F 8 BEER RN F12E
B o &5 82 4960,294,0008 TLE R Z T — R F
—AZTN\BENUB LT ALEER
B3N £%815,000,000/8 7T ([#ERRE]) -

ARAREERFBAER LT ([EE]) DR
R-E /\EEH)\ HEZZE—RFRHA
RIVAY E £]375,000,000% 7T ([E—H @& )
165,000,000 7T ([E @& ]) 2 EHH
B UERABZHZABRRARRELE
Bt A 7] ( BlMassive Shine Limited - Old Peak
Limited * Eighty Riches Limited * Union Power
Holdings Limited & Fine East Trading Limited )
ZRERVEYER - Z B AN RIZE A B At
M=AREBEE FAEANEEHE -



For the year ended 31 December 2016

25. SHORT-TERM LOANS (CONTINUED)

Notes: (Continued)

@

(Continued)

On the 20 June 2016, the Company, Enhanced and Hansom
entered into a deed of assignment whereas Enhanced, as the
assignor, assigned the outstanding principal of HK$15,000,000
of the Enhanced Facility to Hansom (the “Assigned Loan”).

On 20 June 2016, the Company entered into a deed of
promissory note (the “PN Deed”) with Hansom to merge
the outstanding principal amount of the Assigned Loan, the
First Facility and the Second Facility of HK$15,000,000,
HK$5,000,000 and HK$5,000,000 respectively; and the
outstanding interest on the Assigned Loan of approximately
HK$716,000, into a single debt with an aggregated principal
amount of approximately HK$25,716,000. The PN Deed was
repayable on or before 19 December 2016 with interest rate
of 3% per month. The Company charged its assets by way
of floating charge as well as the interest in its wholly owned
subsidiaries in favour of Hansom as security of the debt.
The PN Deed and the outstanding interest of approximately
HK$25,716,000 and HK$4,156,000 respectively were
recognised in other payables upon expiry. Please refer to Note
26 for details.

Pursuant to the deed of assignment entered between Hansom
and Citizens Money Lending Corporation Limited (formerly
known as Citizens Freeman Money Lending Corporation
Limited) (“Citizens”) on 19 July 2016, whereas Hansom
assigned all its rights, title, benefits and interest in the debt under
the PN Deed to Citizens.

The Company entered into a loan agreement with a financial
institution amounted to HK$30,000,000 on 17 June 2015 which
was secured by a charge over its interest in its subsidiaries,
namely Shine Full Capital Limited, Top Flame Investments
Limited and Up Wonderful Limited in favour of the lender. The
loan was repayable on the date of one month from the date
of drawdown with interest rate of 1% per month. On 28 July
2015, the AFS financial assets held by the subsidiaries were
transferred to the financial institution in exchange for partial
repayment of the loan amounted to HK$22,500,000. The
remaining balance of approximately HK$7,905,000 was settled
by cash on 31 July 2015.

The amounts due are based on the scheduled repayment dates
set out in the loan agreements.

Notes to Consolidated Financial Statements
A R KRR
BE_Z—XREt+-_A=+t—BIL&EE

25. BHEM (&)

Hret - (#8)

RZE—RNEANA-+H KA ER
FERERITIEERE Bt £FEE
BE(EABZANERERRERERELRS
15,000,000/ T F185% ([ERER]) -

RZE—REXNAZTE KAAREER
FIVAREZERRE ([ALZEZE]LE
HEZRER E—ORERFE-_MAEZ
REEAS €55 541500000078 T
5,000,00078 7T 55,000,000/ 7t : &2 &
TR AE B F B #9716,00058 TS 5 AR S
BFEH) 525,716,000/ 7T 2 B —E R ([%
HER]) AHZRAN-_T— X F+=-A
THBRKZAEER  §ARFRIEFE K
ARILNEFHEBHAXNRFLEERESE
MEBARZ ESIEREBR 2R BRIER
253 AN BB R #925,716,00058 T M
4,156,000 TR E H ZIE R AREEFEER
BN EMENRIBETER - FIBEHE2H
B 5E26 ©

REEFHARZVBERAA (AAERR
MHEERRAR [RRDR_F—RFLA
THBRIN 2 @Rk I E D B
HRABRGLZIBIA T 2 AN FrAE#E - H
mREHEETRR -

ARARRZE—RAFANA++tHE SR
W] B 3 - o4 3K I8 A30,000,000
BT UWERAABISZABRBARRRRE
Ff B A & (B1Shine Full Capital Limited ~ Top
Flame Investments Limited 52 Up Wonderful
Limited ) 2 # z fEHE IR - Z E R IR ENL A
s —EAEREE §RKRMNEIE
B-RZE—RAFELAZ-Z+NBH ZEWE
AAFBAHEESHEECEERETZS
B RS - LAE B 381D B 3K A £122,500,0007%%
JC ° 8288 497,905,000 L IR —E—RE £
A=1t—BUBEL&EE-

(i) ERNREDREERGEMEIRTERA S

HE-
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26.

27.

ACCRUED CHARGES AND OTHER
PAYABLES

26. BNRXREMENKE

2016 2015
ZE-XRE —ET—hfF
HK$’000 HK$’000
FExT FHET
Accrued charges JER X 13,803 13,006
Other payables (Note) H R FRIE (i) 41,208 4,571
55,011 17,577

Note: /;/j;}- B

Other payables mainly include interest payables to promissory notes
of approximately HK$7,336,000 (2015: HK$4,571,000) and other
payable to Citizens of approximately HK$29,872,000 (2015: Nil).
Please refer to Note 25 for details.

PROMISSORY NOTES

On 21 November 2012 and 11 April 2013, the Group issued seven
and four promissory notes respectively of HK$10,000,000 each to
eleven independent third parties. Each promissory note is issued at
5% interest rate per annum with 7 years maturity from the date of
issue. The net proceeds are intended to be used for investment in
listed securities and/or general capital of the Group.

The carrying amount and fair value of promissory notes at the end
of the reporting period are as follows:

HENRBETERRENALZERENELN
7,336,000/ 7T (—F — R4 : 4,571,000 7T ) K H
fth & R R R IE £929,872,000/8 7T ( —FE— R -
) - FFIBE2 MM 5

27. RRLEE

RZE——F+—A=Z+—HBEZZ—=FN0
A+—RA AEBW+—BBLE=7 5 5%
T R # 3 E% - 51 A&%010,000,000
ETT o BN R RIRIRF R EK5E T A
TEYR RS e REFEREAR
BEEMBLFRSBEAEE —BES-

EAZBEREHMR2EmEBERAAEBEN
T

Carrying amount Fair value
RESH AREE
2016 2015 2016 2015
“E-AF —T-0F ZB-AF —T-IF
HK$’000 HK$’000 HK$’000 HK$'000
TET FET TER FET
|
Promissory notes EAER
— Non-current liabilities —FERBEE 108,979 108,665 94,175 72,025

The fair value of the promissory notes is calculated based on the
present value of contractually determined stream of future cash
flow discounted at rate of approximately of 11% (2015: 12.5%).
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28. DEFERRED TAXATION 28. EIERIIE
No provision for deferred taxation has been made as the Group AR AEEEENBEZHAEALBENGEEITE
had no material temporary differences between the tax bases of MERAZERBOSETES KR EZ5E  WI &
assets and liabilities and their carrying amounts in the consolidated ERREHBERE (S —HF &)
financial statements (2015: Nil).
At the end of the reporting period, the Group has estimated RERBR AEEZHARESEN A
tax losses of approximately HK$491,187,000 (2015: 491,187,000/ 7t (== — A F : 450,691,000
HK$450,691,000) that are available for offsetting against future BL) ATRREHEAEE AR 2 ERTRT
taxable profits of the Group. No deferred tax asset has been FR R E LA TEDR) B 18 0 F SO - B b I 4 R SRR
recognised due to the unpredictability of the future profit streams. EFIEE E -
29. SHARE CAPITAL 29. XA
Number of shares Amount
RHEE A
2016 2015 2016 2015
ZE-RE —“ZT-1F ZB-R"§ —T-IF
’000 ‘000 HK$’000 HK$'000
Tk Tz FTEx FHET
Authorised: EE:
At 1 January, ordinary shares n—A—B 8REE
of HK$0.01 each 001 T EBK 20,000,000 20,000,000 200,000 200,000
At 31 December, ordinary shares of R+ZR=+—H BREME
HK$0.01 each 0018 Tz LBk 20,000,000 20,000,000 200,000 200,000
Issued and fully paid: ERTRHE:
At 1 January, ordinary shares of R—A—R SREE
HK$0.01 each 0018z BB 1,802,261 1,592,036 18,023 15,920
Placing (Notes (), (i) and (i) B (M0 - ()R i) 330,000 - 3,300 -
Placing (Note (iv)) B& (M) - 52,086 - 521
Share options exercised (Note (i) BT 2 BEIRRE (Mat () - 158,139 - 1,582
At 31 December R+—A=+—H 2,132,261 1,802,261 21,323 18,023
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29. SHARE CAPITAL (CONTINUED)

Notes:

M

(i)

(iv)

All the
existin

176 Nati

On 27 January 2016, the Company placed 200,000,000
placing shares at the placing price of HK$0.32 per placing share.
A share premium of approximately HK$59,165,000 had credited
to share premium account. The net proceeds of approximately
HK$61,165,000 are intended to be used for general working
capital and repayment of the existing loans of the Group. Details
of the placing were set out in the Company’s announcements
dated 15 January 2016 and 27 January 2016.

On 18 July 2016, the Company placed 82,000,000 placing
shares at the placing price of HK$0.28 per placing share. A
share premium of approximately HK$21,476,000 had credited
to share premium account. The net proceeds of approximately
HK$22,296,000 are intended to be used for general working
capital of the Group and/or for future investments pursuant to
the investment objectives of the Company. Details of the placing
were set out in the Company’s announcements dated 13 July
2016 and 18 July 2016.

On 22 December 2016, the Company placed 48,000,000
placing shares at the placing price of HK$0.113 per placing
share. A share premium of approximately HK$4,781,000
had credited to share premium account. The net proceeds
of approximately HK$5,261,000 are intended to be used
for general working capital of the Group and/or for future
investments pursuant to the investment objectives of the
Company. Details of the placing were set out in the Company’s
announcements dated 20 December 2016 and 22 December
2016.

On 11 December 2015, the Company placed 52,085,920
placing shares at the placing price of HK$0.409 per placing
share. A share premium of approximately HK$19,930,000
had credited to share premium account. The net proceeds of
approximately HK$20,451,000 are intended to be used for
future investments pursuant to the investment objectives of the
Company. Details of the placing were set out in the Company’s
announcements dated 4 December 2015 and 11 December
2015.

The subscription rights attaching to 132,640,000 and
25,499,040 share options were exercised at the subscription
price of HK$0.40 and HK$0.56 per share respectively (Note
36), resulting in the issue of 158,139,040 shares for a total
cash consideration, before expenses, of approximately
HK$67,336,000. An amount of approximately HK$27,036,000
was transferred from the share option reserve to the share
premium account upon the exercise of the share options.

shares issued during the year rank pari passu with the then
g shares in all respects.
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fisE

U

(i)

(iv)

RZE—RNE—AZ++B AXQFAERE
200,000,0000% B & B& 17 - BE & (B B TR &
&’ 150.832/8 7T - fR 19 3% B 959,165,000
BB ARMD G ER -FIERIBFEY
61,165,000 ST FEASEE 2 — R EEE
CRREERAEBMZAEER -RREZFHE
HRARRAHA-_Z—XNF—A+HER
—E—RE—A-+EBAZAER-

—=

RZZE—X"FtA+NB XAREE
82,000,0008% e & I 17 - B & 18 B & X Ad
E R 50.287 T o B 19 4 1B 921,476,000
BT ARMDBEER IS RBFEEYD
22,296,000/ TR AR A B 2 18 & B 12 A
EAREEZ —MEBES R HRKEKE -
REZHBHINRAQRRABHEA-_ZT—KRF
tAT=ZBER=E—RFLAF+NBZRE
mo

R-ZE—ARF+-_A-+=-H AQaE
48,000,000 AL & fx h - BIL BB A E K
fid & A% 190.11378 7T « B 17 & (B 494,781,000
BB ARMDEER -FTERIBFELN
5,261,000/ TTHHR IE AR A Bl 2 & BIZFATE
REBZ —REBESNHAKELE B
EZHBERARBIBHA-ZT— R E+=
AZ+tHAER=E—R"F+-_A=-+=HZA

EA-

R-ZE—RAF+_A+—B ARAERE
52,085,020/ EL E R 1n BLEEB AT
& I 190.4097% 7t » f% 15 %4 & 919,930,000
BB ARMD G ER -FIERIBFEY
20,451,000 TR A AR 218 E& B IZA
ERRBE -EZFHBHNRARGBEHA
—E-AF+_ANBAR-_Z—RHEFE+_A
+—HZRAER-

132,640,00017 }2.25,499,04017 BE A& HEATH 2
REEDHRBESTR S B0.407% 7T %0.56
& T1T1E (B 5E36) » B B8 17158,139,040
B BeRERRE (B DA
67,336,000/ 7L o N EE IR E BT R & - 4
27,036,000/ L E R IER EFEERER S
RERR o

FRBTZAAERDRAETHEERZRE
B FHRS#EE-



30. STATEMENT OF FINANCIAL POSITION OF

Notes to Consolidated Financial Statements

For the year ended 31 December 2016

ARE TSI M

HE-_Z-—R"F+A=1T—HLFE

30. A8z M BMR K

THE COMPANY
2016 2015
—E-RE —E-RAF
HK$’000 HK$'000
FHERT FHET
Assets: BE:
Non-current assets FRBEE
Property, plant and equipment Y B R&E 14,511 24,160
Other tangible assets HEMEBERERE 18,590 18,676
Interests in subsidiaries RMB ARz 140,148 115,357
Conversion options embedded in AR BN E 2 B E
convertible notes 747 1,039
173,996 159,232
Current assets REEE
Avallable-for-sale financial assets AfHESmEE 18,132 17,004
Financial assets at fair value through REERREANEE
profit or loss PR eREE - 2,663
Prepayments, deposits and FENFRIE - EE R
other receivables H e W FkIE 6,556 9,552
Promissory note receivable FEUUF G B IE - 3,000
Cash and bank balances e RIRTTHE S 7,401 8,419
32,089 40,638
Total assets EEHAE 206,085 199,870
Equity: S
Capital and reserves attributable to AAREEAEERERFE
owners of the Company
Share capital % 7 21,323 18,023
Reserves (Note 31) (& (M5231) 19,626 54,454
Total equity DA 40,949 72,477
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30. STATEMENT OF FINANCIAL POSITION OF 30. XA Rl Z B Bk & (&)
THE COMPANY (CONTINUED)

2016 2015
—E-XE —ET—hfF
HK$’000 HK$'000
FHET FET
Liabilities: 81f&:
Current liability FEBEE
Accrued charges and other payables FE A B =2 e HL A B A 5B 55,011 17,577
Non-current liabilities ERBERE
Amounts due to subsidiaries JERTB BB R R FUE 1,146 1,151
Promissory notes S 108,979 108,665
110,125 109,816
Total liabilities EEHAH 165,136 127,393
Total equity and liabilities EERABEEAE 206,085 199,870
Net current (liabilities)/assets e (BE) BEFE (22,922) 23,061
Total assets less current liability EEHERABAE 151,074 182,293
Approved by the Board of Directors on 31 March 2017 and signed KESERN _T—+tF=A=+—RH#LERH
on its behalf by: INTALTREEE:
Wong Danny F. Wu Tse Wai, Frederick
=14 RTE
Executive Director Executive Director
HITEF HITEF
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31. RESERVES OF THE COMPANY

Notes to Consolidated Financial Statements -
RS HRARMIEE

For the year ended 31 December 2016 & Z= —Z—

31. KPR ElZ2f#E

NE+TZA=+—BILFE

Available-
for-sale
Share financial
Share option  assetsequity  Accumulated
premium reserve reserve losses Total
AREE
SREE
B 17 EE BRERE EERE 2EER &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Tz Tz TR T
At1 January 2015 W-E-HE-F-A 573,562 29,229 472 (324,155) 279,108
Loss for the year FREE - - - (310,857) (310,857)
Other comprehensive income for the year, FRERZEYNE:
net of income tax EMBRAER - - 519 - 519
Total comprehensive income/{oss) FREENE/ (BB %8
forthe year - - 519 (310,857) (310338)
Share options exercised BT Bk 92,790 (27,036) - - 65,754
Placing & 20,782 - - - 20,782
Placing expenses FERX (852) - - - (852)
At31December 2015and 1 January 2016~ R=ZT-HF+-A=1t-BE
“Z-~5-A-H 686,282 2,193 991 (635,012) 54,454
Loss for the year FRER - - - (119,930) (119,930)
Other comprenensive loss for the year, EREMZABE
net of income tax ERRAEH - - (320) - (320)
Total comprehensive loss for the year FR2EHEEE - - (320) (119,930) (120,250)
Placing g 89,084 - - - 89,084
Placing expenses FERY (3,662) - - - (3,662)
At31 December 2016 R-E-AE+ZA=t-H TI,704 2103 671 (754,042) 19626
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For the year ended 31 December 2016 #HZE —F —

32. NET ASSETS VALUE PER SHARE

As at 31 December 2016, the net assets value per share is
HK$0.02 (2015: HK$0.04).

The calculation of net assets value per share is based on the net
assets of approximately HK$43,747,000 (2015: HK$73,610,000)
and 2,132,261,000 ordinary shares in issue as at 31 December
2016 (2015: 1,802,261,000).

33. DISPOSAL OF SUBSIDIARIES

(@) Gold Intelligent Investment Development
Limited

On 1 August 2016, the Group has disposed of the
entire issued share capital of Gold Intelligent Investment
Development Limited with cash consideration of
approximately HK$8 (equivalent to US$1). On that date,
interest of the associate passed to the acquirer. Details of
the liability disposed of, and the calculation of the gain on
disposal, are disclosed belows:

RNETZA=+—HLFE

32. BREEFE

R-ZE—RE+_A=1+—H EREEFE
B0.02BT (ZZT—HF:0.0487T) °

EREEFEIEN _E—R"E+-_A=+—
B2z &EFBELNL3747,0008 T (T —F
£ :73,610,000% 7t ) %2,132,261,000/% ( =
T— A4 1,802,261,0000% ) 317 L @G
;'go

33. HENRBEAR

(@) Gold Intelligent Investment
Development Limited

RZE-—RENA—H KXEEHE
Gold Intelligent Investment Development
Limitedz 2 BB & TR RERELD
REET (HEMIET) - REERAZ
R RZABRZWER -FIHEaEZ
HBERHERR T EFTARBENT

Analysis of liabilities over which control was lost EAEHEZAEDIT
2016
—E-REF
HK$’000
FHEx
Non-current liability FRBEE
Amount due to the Group JE AT AN SR B RRIR (10)
Net liability disposed of FrHEz B E 58 (10)
Gain on disposal of a subsidiary HE—RHEB A EZ W
2016
—E-XEF
HK$’000
FHEx

Consideration received BEUWRE -
Net liability disposed of FrlE 2 B &SF5E 10
Sale loan HEER (10)
Gain on disposal HEEE -
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A R KRR
For the year ended 31 December 2016 HZE -E— X NF+-_A=+—HItFE

33. DISPOSAL OF SUBSIDIARIES 33. HEMBAR (&)
(CONTINUED)
(@) Gold Intelligent Investment Development (@) Gold Intelligent Investment
Limited (Continued) Development Limited (&)
Net cash inflow on disposal of a subsidiary HE—RBWBAGZEE KA FHE
2016
—EB-RF
HK$°000
FHET

(b)

Consideration received in cash and cash equivalents AR & RIELSEBEB W2 RE -

Luxwealth Development Limited (b) BEEREBRLT
On 9 September 2015, the Group has disposed of the entire RZZE—FHAFNLANA AEBHE
issued share capital of Luxwealth Development Limited with BERBR AR ZEZEEHITRA fﬁ
cash consideration of HK$10,000,000. On that date, control % K18 /510,000,000 7T - A] it H & &
of the AFS financial assets passed to the acquirer. Details of MEEERZBABRRKEF -IEHESR
the net liabilities disposed of, and the calculation of the loss BFECHFBRHEBEZFAERT AR
on disposal, are disclosed belows: BT
Consideration received EWRRE
2015
—E-RF
HK$'000
FHET
Consideration received in cash and cash equivalents LAIR 4 MIR 4 ZEE R WA 2 R (B 10,000
Analysis of asset and liability over which control A ECEEREESHT
was lost
2015
—ET—RF
HK$’000
FET
Non-current asset IRBEE
AFS financial assets AP ESREE 29,066
Non-current liability FRBER
Amount due to the Group JE AR EBRIA (40,010)
Net liabilities disposed of FrHEz 8 EFH (10,944)
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33. DISPOSAL OF SUBSIDIARIES 33. HEMBAT (&)
(CONTINUED)
(b) Luxwealth Development Limited (c) BERERBERAT (&)
(Continued)
Loss on disposal of a subsidiary HE—RMEB L AZEE
2015
—E—hF
HK$'000
FiBT
Consideration received 2 RIE 10,000
Net liabilities disposed of FrHEz 8 EFH 10,944
Sale loan HE BN (40,010)
Loss on disposal HEEE (19,066)
Net cash inflow on disposal of a subsidiary HE—BWBAREZEERAFE
2015
—T-RF
HK$'000
FiET
Consideration received in cash and cash equivalents AR 4 MBS SEBEBE W2 RE 10,000
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For the year ended 31 December 2016 BE T — R E+-A=+—HIFE

33. DISPOSAL OF SUBSIDIARIES

(CONTINUED)
(c) Chance Luck Holdings Limited

On 30 September 2015, the Group has disposed of the
entire issued share capital of Chance Luck Holdings Limited
with cash consideration of approximately HK$8 (equivalent
to US$1). On that date, interest of the associate passed to
the acquirer. Details of the liabilities disposed of, and the
calculation of the gain on disposal, are disclosed belows:

Analysis of liabilities over which control was lost

33. HEHWE2AR (&)

(c) Chance Luck Holdings Limited
RZE—RAFANA=1+H AEELE
Chance Luck Holdings Limitedz 222
BEOIRA BeREHARSET (BER
1E570) REMERARZEZDNZA®
REER - EBBEZFEREER
WmZETE A ERBOT

BEAEHEZEETT
2015
—T—AF
HK$’000
FiBT

Current liability
Accruals and other payables

RBAE
FEAT B A B At FE A5 BB

©)

Non-current liability FkRBAE
Amount due to the Group JE AR EBEFRIA (6,035)
Net liabilities disposed of &z B EFHE (6,038)

Gain on disposal of a subsidiary HE—EE Az KE

2015
—T-RF
HK$'000
FiHET

Consideration received B E -
Net liabilities disposed of Frb & BEFE 6,038
Sale loan HEEN (6,035)
Release of exchange reserve Bl [E H 648
Gain on disposal o U e 651
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33. DISPOSAL OF SUBSIDIARIES 33. HEMBAR (&)
(CONTINUED)
(c) Chance Luck Holdings Limited (c) Chance Luck Holdings
(Continued) Limited (&)
Net cash inflow on disposal of a subsidiary HE—RBWBLAGZEE KA FE
2015
—T—hF
HK$'000
FHEIT

Consideration received in cash and cash equivalents AR & KBS SEBEB W2 RE -

34. OPERATING LEASE COMMITMENTS 34, REHFERE
As lessee ERABEA
As at the end of each reporting period, the total future minimum REZ2HER - BRETUTRBECEHED HE
lease payments under non-cancellable operating leases falling due Nz RERFEHEFRIBBLENT :
as follows:
2016 2015
—E-RE —ET—hF
HK$’000 HK$'000
FExT FiBT
Within one year —FR 5,878 7,124
In the second to fifth years, inclusive FEENF (BEEEMSF) 2,352 8,138
8,230 15,262
The Group leases office properties under operating lease AEERBEEHECHHEERLAZTYWE M
arrangement and the lease payments are fixed and pre-determined HMERENEEREELEEA—Z2WOF (=
for the term one to four years (2015: one to four years). —RHF:—ZEMF) -
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For the year ended 31 December 2016

35. MATERIAL RELATED PARTY
TRANSACTIONS

Saved as disclosed elsewhere in the consolidated financial
statements, for the years ended 31 December 2016 and 2015, the
Group had entered into transactions with related parties, which, in
the opinion of the directors of the Company, were carried out on

Notes to Consolidated Financial Statements
A R KRR
BE_Z—XREt+-_A=+t—BIL&EE

35. EXHEALRS

BREEAMBREREMBOMAEEEN REE
CE-AERZFE-RAFTZA=THLERF

B -REBBRBEALFILRS ARAESR
RREERZINAKEZ AREXB BRI

normal commercial terms and in the ordinary course of the Group’s — MR IR ETT -
business.
2016 2015
—B-RE —E-AF
HK$’000 HK$'000
FH&xT FHET
]
Consultancy expenses paid to a related party X FRAEA L 2 BEME
(Note () (Ban) 200 400
Interest income received from a related party B RE A+ 2 A B YA
(Note (i) (Hraza)) 372 372
Commission expenses paid to a related party S FEBATZHEEH
(Note (ii}) (B &t (i) ) 826 852
License fee paid to a related party for use of MERARAERREAL
office (Note (i) XA 2 KRB (B i) 66 293
Rental income received from a related party B EEA LT 2 WA
(Note (ii}) (B &t (i) ) 600 -
Interest receivable from a related party (Note (i) FEURBAE A+ 2 R & (H1a2d)) 1,115 372

Notes:

U

(i)

(i)

Mr. Wu Tse Wai, Frederick is the director of the Company and
Beijing Capital Partners Limited (“Beijing Capital”). It constitutes
a continuing connected transaction under Chapter 14A of the
Listing Rules. Please refer to the paragraph headed “Continuing
Connected Transaction” in Directors’ Report on page 56.

Mr. Wong Danny F. is the director of the Company and the
shareholder of Premium Castle. Please refer to the paragraph in
relation to “Subscription Agreement” under the section headed
“Connected Transactions” in the Director’s Report on page 54.

Mr. Wong Danny F. is the director of the Company and the
shareholder of Beijing Securities Limited’s holding company.
Please refer to the paragraph in relation to “Placing Agreement”
under the section headed “Connected Transactions” in the
Director’s Report on page 55.

fat -

) RFEEERARARIEREABRAA
(MEREARDNZ2EE -ZBXZBRELTR
AIE+HASBREERER S -F2HE
56E < EEWME [HEMERS] —R-

AEEE LA BAR QA ZEE KPremium
CastleZ [EH - i 2B F54H E Bk [FRE
5| —wh [REHE] — &

(i

TREXERRRBZERTRIERESBR
REZERRBZMR - FLHELRES
WE (RERS] —fdh [REEHE] —&e

(i)
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For the year ended 31 December 2016 HE _—Z— R F+_-_A=+—HILFE

35. MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

Key management compensation

35. EXBAEALRS (&)

FTESIEE D
2016 2015
—E-REF —ZT—AF
HK$’000 HK$'000
FERT FHBT

Salaries and other short-term employee

e kAEtEiEERN

benefits 5,728 5,599
Employer’s contribution to pension scheme iR K& 58I 2 B = #5k 32 57
5,760 5,656

36. SHARE OPTION SCHEME

Pursuant to the terms and conditions of the exiting share option

36. ERESTE

REAEER _ZELFN\A T ELRARBZER

scheme (the “Share Option Scheme”) adopted by the Group
on 27 August 2007, the purpose of the Share Option Scheme,
in principle, is to enable to Group to motivate participants for
their significant contributions to the growth of the Group and to
retain and maintain on-going business relationship with such
participants whose contributions are or will be beneficial to the
long term growth of the Group. It is important for the Group to
provide for them, where appropriate, with an additional incentive
by offering them an opportunity to obtain an ownership interest in
the Company and to reward them for contributing to the Group’s
long term success and prosperity. The principal terms of the Share
Option Scheme are as follows:

(i) The total number of shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme of the Company must not in aggregate exceed ten
percent (10%) of the aggregate of the shares in issue as
at the adoption date unless refreshed by the shareholders.
However, the total number of shares which may be issued
upon exercise of all outstanding options granted and yet to
be exercised under the Scheme and all outstanding options
granted and yet to be exercised under any other scheme
should not exceed thirty percent (30%) of the shares in issue
from time to time.
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For the year ended 31 December 2016

36. SHARE OPTION SCHEME (CONTINUED)

(i) The total number of shares in respect of which options may
be granted to each eligible participant in any 12-months
period must not exceed one percent (1%) of the issued
share capital of the Company for the time being.

(i)  The subscription price shall be a price determined by the
directors, but shall not be less than the highest of (i) the
closing price of the shares as stated in the Stock Exchange’s
daily quotations on the date of grant, which must be a
business day; (i) the average closing price of the shares as
stated in the Stock Exchange’s daily quotations for the five
business days immediately preceding the date of grant; and
(ili) the nominal value of the share.

(iv)  An option may be accepted by an eligible participant
within 28 days from the date of offer of the option. Upon
acceptance of the option, the grantee shall pay HK$1.00 to
the Company by way of consideration for the grant of the
option.

(v)  The Share Option Scheme will remain valid for a period of 10
years commencing on 27 August 2007.

On 3 September 2013, the rights issue was completed. The
number and exercise price of Outstanding Share Options has
been adjusted. The 174,720 and 11,670,000 Outstanding Share
Options with an exercise price of HK$19 and HK$1.89 granted
on 28 November 2007 and 18 April 2011 immediately before the
rights issue has been adjusted to 209,664 and 14,004,000 with an
exercise price of HK$15.83 and HK$1.58 respectively. Details of
the adjustment of Outstanding Share Options have been disclosed
in the announcement dated on 3 September 2013.

On 20 February 2014, the rights issue was completed. The
number and exercise price of Outstanding Share Options has
been adjusted. The 209,664 and 14,004,000 Outstanding Share
Options with an exercise price of HK$15.83 and HK$1.58 granted
on 28 November 2007 and 18 April 2011 immediately before the
rights issue has been adjusted to 587,059 and 39,211,200 with an
exercise price of HK$5.65 and HK$0.56 respectively. Details of the
adjustment of Outstanding Share Options have been disclosed in
the announcement dated 20 February 2014.

Notes to Consolidated Financial Statements
A R KRR
BE_Z—XREt+-_A=+t—BIL&EE

36. BBiRESTE (&)

(i) WB—EERSHEELEMN+ZEA LM
WAL 2 BEIRE AT R 2 IR 1D 42 85
NMERBZHPHARRBBEITRAZESD
Z2— (%)~

(i) REEHESET WHNSERUT=F
ZERE (REREABR(KEREXR)
O EM R T ERERZWTE: (R
SEEE B AT RS ¥ B RMOER AT
BEBERZ FHRME: Kikn |
He

vy RERZSEEAUNEZBER DL
THNARREXBERE —BRAZER
#E - R AR A AR 2B 32 M1.00/8 7T -
ERPIRHBREZRE-

v BREGIE -—ZTLFNAATLEAR
10F AR B R

HRRAR-ZT—=FNAZ AR - RITHEERAE
ZHERTEBEEAR -RZTZTLF+—A
—t+N\BERZE——FWOA+NBSFELZ
174,720 F11,670,00017 & 1715 B8 B A ( 4z
BRI ZITEEBB19BTTR1.89B L) BAEA
209,66417 %14,004,0001) (171 {&15.8378 7T &
1588 70) c RITEBBRERE 2 FBEE N B A
ATTE——FNA=ZBZ2AEHEE-

HEN—E—ME=- A=+ AR/ - RITHEER
B2HE RITEECERAR - RZTTLF+—
At ABR-F——&=m A+ N\ BHREE
2209,66417 %14,004,00017 & 77 1% {5 4 (&
B R 2 T8 A15.838 T R 1.588 7T) B
38 A587,05910 1.39,211,20017 (171% (85.65
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For the year ended 31 December 2016 #HZEZ =T —"F+-_A=+—HILFE

36.

188

SHARE OPTION SCHEME (CONTINUED)

On 11 July 2014, the Company granted 132,640,000 share
options to eligible person to subscribe for up to 132,640,000
ordinary shares at an exercise price of HK$0.40 within the
exercisable period, under the Share Option Scheme of the
Company adopted on 27 August 2007.

At 31 December 2016, the number of shares in respect of which
options had been granted and remained outstanding under the
Share Option Scheme was 14,299,219 (2015: 14,299,219),
representing 0.67% (2015: 0.79%) of the shares of the Company in
issue at that date. No share options were exercised by the grantees
during the year (2015: 158,139,040).

According to the terms of the existing share option scheme, the
Company may by resolution in general meeting at any time resolve
to terminate the operation of the existing share option scheme. The
directors of the Company propose to terminate the operation of the
Share Option Scheme and to adopt the new share option scheme
(the “New Share Option Scheme”) at the forthcoming annual
general meeting.

Under the New Share Option Scheme, the directors of the
Company may grant options to directors, employees, consultants,
advisers, business partners, agents, contractors, suppliers of
goods or services and customers of the Group and entities in
which the Group holds equity interest at the discretion of the
directors of the Company, to subscribe for shares of the Company
at a price which shall not be less than the highest of (i) the closing
price of the share of the Company listed in the Stock Exchange
at the date of grant of the option; (i) the average of the closing
price of a share of the Company on the Stock Exchange for the
five business days immediately preceding the date of grant of the
option; and (iii) the nominal value of a share of the Company.
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36. BiRESTE (&)

R-ZZE—MELA+—H ARRHEAERATLT
% 11132,640,00017 B8 A& #E + LA AT 7712 AR AU 4R
BARARR-_ZTLFNA -+ RERMZER
MEFT B %17 (E0.40/%8 SR B8 5 % 132,640,000
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36. SHARE OPTION SCHEME (CONTINUED)

The maximum number of shares in respect of which options shall
be granted under the New Share Option Scheme and any other
share option schemes of the Company is ten percent (10%) of the
aggregate of the shares in issue as at the approval of adoption date
of the New Share Option Scheme. No director, employee or eligible
participant may be granted options under the New Share Option
Scheme which will enable him or her if exercise in full to subscribe
for exceeding one percent (1%) of the issued share capital of the
Company in any 12-month period. The option period for which the
options granted can be exercisable, shall be such period as notified
by the Board, save that it shall not be more than 10 years from
the date of grant subject to the terms of the New Share Option
Scheme. Nominal consideration of HK$1 is payable on acceptance
of each grant and the share options granted shall be accepted
within 28 days from the date of grant.

The fair value of the share options granted during the year ended
31 December 2011 was HK$0.03 each. Options were priced using

a binomial option pricing model.

Inputs into the model

Grant date share price HK$0.081
Exercise price HK$0.890
Expected volatility 88.71%
Option life 6.4 years
Dividend yield 0%
Risk-free interest rate 2.210%
Exercise multiple 1.2

Expected volatility was determined by using the historical volatility
of the comparable companies share price over the previous 331
weeks.

The fair value of the share options granted during the year ended
31 December 2014 was HK$0.19 each. Options were priced using
a binomial option pricing model.
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36.

190

SHARE OPTION SCHEME (CONTINUED)

Inputs into the model

Grant date share price HK$0.4
Exercise price HK$0.4
Expected volatility 90.43%
Option life 3.1 years
Dividend yield 0%
Risk-free interest rate 0.88%
Exercise multiple 2.2

Expected volatility was determined by using the historical volatility
of the comparable companies share price over the previous 162
weeks.

The binomial option pricing model has been used to estimate the
fair value of the options. The variables and assumptions used in
computing the fair value of the share options are based on the
directors’ best estimate. The value of an option varies with different
variables of certain subjective assumptions.
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36. SHARE OPTION SCHEME (CONTINUED)

The following table discloses movements of the Company’s share

options held by directors and employees during the year ended 31 =%
December 2016:
Number of share options
BREHE
Outstanding Outstanding Exercise
at Granted Exercised Lapsed at price at
1 January during during during 31 December 1 January
2016 year year year 2016 2016
RoB-RE RZB-AF  RIB-XE
-A-8 +=A=t+-R -A-8
HARTE FREH ERTE FEREX HARITE AT
(HK$)
(%7
Directors
is
Mr. Wong Danny F. 73,382 - - - 73,382 5.65
BB EE
389,760 - - - 389,760 056
Mr. Wu Tse Wal Frederick 73,382 - - - 73,382 5.65
R¥BEE
389,760 - - - 389,760 0.56
Mr. Fong Chi Wah 73,382 - - - 73,382 5.65
389,760 - - - 389,760 056
Mr. Char Shik Ngor, Stephen 73,383 - - - 73,383 5.65
BHRELE
389,760 - - - 389,760 0.56
Mr. Liu Jin 73,382 - - - 73,382 5.65
-3
389,760 - - - 389,760 0.56
2,315,711 - - - 2,315,711

36. BBiESHE (&)

TEREBEEZELEEMBARFERENER

—AETZAS - AILEE S
Exercise
price at
31 December
2016 Date of grant Exercisable period
RZB-A%
tzZA=+-8
TR RUBH fix: 2}
(HKS) Note ()
(&) (#rn)

565

0.56

565

0.56

5.66

056

565

0.56

565

0.56

28 Nov 2007
“EREET-AZTAR

18Apr 2011
—F—£@AtNA

28 Nov 2007
CETLFH-AHAR

18Apr 2011
ZEF-—5EATNR

28 Nov 2007
“ETLEH-ASTAR

18Apr 2011
“F—FEATAR

28 Nov 2007
“ERLET-AZTAR

18Apr 2011
“F-—FRAHAR

28 Nov 2007
ZZTEEH-AZH\RB

18Apr 2011
—Z-—-£mAtNE

28 Nov 2007 to 26 Aug 2017
“EREET-A-TNRE
T

—tENAZt/A

18 Apr 2011 t0 26 Aug 2017
—F—ENATN\BE
ot S AV I =}

28 Nov 2007 to 26 Aug 2017
“RRLET-ACTNRE
E-tEN\AZTRA

18 Apr 2011 to 26 Aug 2017
“E-—F@ATN\RE
ZE-tEN\AZTRE

28Nov 2007 to 26 Aug 2017
ZERET-ACHNRE
“EEENAZTAR

18 Apr 2011 to 26 Aug 2017
—$——G@At/\BE-T
—tENAZ+RA

28 Nov 2007 to 26 Aug 2017
SETLE+-foH\RE
—¢ENAZ+AB

18 Apr 2011 t0 26 Aug 2017
“E--¥mATNAE-F
—LENA= AR

28 Nov 2007 to 26 Aug 2017
“ERLET-ATTNBE
E-tEN\AZTRA

18 Apr 2011 t0 26 Aug 2017
—Z-—-fMA+NRE=%
—tENAZT/H
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36. SHARE OPTION SCHEME (CONTINUED) 36. BRETE (&)

Number of share options
BREHE
Outstanding Outstanding Exercise Exercise
at Granted Exercised Lapsed at price at price at
1 January during during during 31 December 1January 31 December
2016 year year year 2016 2016 2016 Date of grant Exercisable period
RZB-RE RZB-AF RIB-XE  ROB-XE
-B-H +=A=t+-R -f-B t=A=t-B
HARTE ERR FRiTE FREN HATHE 2R 2T RUBH &
(HKS) (HKS) (Note )
(%7 (&) (#ritn)
Resigned directors (\ofe (1)) 220,148 - - - 220,148 5.65 565 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
BREES (1)) “EREEF-ACTAR ZEREET-A-TNRE
it S AV e =
1,169,280 - - - 1,169,280 0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
ZE—FNATNE E-—EmA+N\RECE
—tFNAZtRE
Other eligible participants 10,594,080 - - - 10,594,080 0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
EfhaER2EE ~E-—%EAT/A “E-—E@AtNRZECE
—tFN\A=17~A
Total 14,299,219 - - - 14,299,219
At
Weighted average exercise price HK$0.77 - - - HK$0.77
MEFSTEE 07T - - - 077ET
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For the year ended 31 December 2016 BE T — R E+-A=+—HIFE

36. SHARE OPTION SCHEME (CONTINUED) 36. BRETE (&)

The following table discloses movements of the Company’s share TREBARNAEEREEMZIAAFBRIENRER

options held by directors and employees during the year ended 31 TE-RE+-A=Zt+—HBIEEZE
December 2015:
Number of share options
EhEga
QOutstanding Outstanding Exercise Exercise
at Granted Exercised Lapsed at price at price at
1 January during during during Reclassified 31 December 1 January 31 December
2015 year year year during year 2015 2015 2015 Date of grant Exercisable period
RZZ-1& RZ% RZZ2-1F RIT-RF
-A-H R —-A-B tZA=t-H
HARTE FREM FRITE FRKH BNAR HARATE 2R 2fif¢®  EHBH eE
(HKS) (HKS) (Note )
(%7 (#&7) (#rn)
Directors
is
Mr. Wong Danny F. 73,382 - - - - 73,382 5.65 5.65 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
BB EE BT “EEtET-AZTNBE
+-F=tNR ZE-tENAZTRRE
389,760 - - - - 389,760 0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
ZZ——%MATNR ZE-—4@ATNEE
- S AV P =}
Mr. Wu Tse Wai Frederick 73,382 - - - - 73,382 5.65 5.65 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
R¥BEE it a3 ZEELFT-AZH\BE
T-A=tNB it AV I
389,760 - - - - 389,760 0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
ZZ-—-%@A+NA ZF-—-FMATN\HE
ZE-ENAZTRE
Mr. Fong Chi Wah 73,382 - - - - 73,382 5.65 565 28 Nov 2007 28 Nov 2007 t0 26 Aug 2017
FEEE ZTTtE ZEELET-AZTNRE
T-A=tNB ZE-tEN\RZTRB
389,760 - - - - 389,760 0.56 0.56 18Apr 2011 18 Apr 2011 to 26 Aug 2017
ZZ——45MATAR ZE——FMATNRE
ZEHENAZTRE
Ms. Yang XiaoFeng 73,383 - - - (73,383) - 565 565  28Nov2007 28 Nov 2007 to 26 Aug 2017
BRERL ZERLE “EELET-AZTARE
t-F=tNB ZE+ENAZTRE
389,760 - - - (389,760) - 0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
ZZ-——#@ATAR ZZT-—¥@ATNEE
S IAY: I =
Mr. Char Shik Ngor, Stephen 73,383 - - - - 73,383 5.65 5.65 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
ERRLE “ERLE ZEELFT-AZH\BE
+-A=tNR S AV I
389,760 - - - - 389,760 0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
ZF-—-%@A+NA ZF-—-FMATN\RE
ZE-ENAZTRE
Mr. Liu Jin 73,382 - - - - 73,382 5.65 565 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
k3 ZITtE ZEELET-AZTNRE
T-A=tNB - S AV P =
389,760 - - - - 389,760 0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017

“E—f¥MA+NR “F-—FOATN\BE
ZR-tFNAZTRA

2,778,854 - - - (463,143) 2,315,711
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36. SHARE OPTION SCHEME (CONTINUED)

RNETZA=+—HLFE

36. BB ESHE (&)

Number of share options
BhEga
Outstanding Outstanding
at Granted Exercised Lapsed at
1 January during during during Reclassified 31 December
2015 year year year during year 2015
RZZ-1F

—A-H £

BRI ERRI FAE ERKR EZip BRI

Exercise Exercise
price at price at
1January 31 December
2015 2015 Date of grant Exercisable period
RZZT-RF RIT-RF
-B-B t+ZA=t-8H
2ITEE 2iEE  RHEAH i
(HKS) (HKS) (Note )
(%1 (#&1) (frtn)

Employees 11,178,720 - (11,178,720) - - -
(3]

132,640,000 - (132,640,000) - - -
Resigned directors (Note ) 146,765 - - - 73,383 220,148
BREES (M)

779,520 - - - 389,760 1,169,280

Other eligible participants 24,914,400 - (14,320,320) - - 10,594,080
EftaAR2EE
Total 172,438,259 - (158,139,040) - - 14,299,219
a3
Weighted average exercise price HK$0.45 - HK$043 - - HK$0.77
NEFIHEE 045 - 043%T - - 07TET

The options outstanding at 31 December 2016 had the weighted
average remaining contractual life of 0.65 year (2015: 1.65 years).

Notes:

(i)

In accordance with the terms of the share-based arrangement,
(i) 2 maximum of 30% options are exercisable from the date of
grant; (i) a maximum of another 30% options, plus any options
being unexercised in (i), in aggregate not exceeding 60% of
total options granted, are exercisable from 28 November 2008,
(iii) and the remaining 40% options, plus any options being
unexercised in (i) and (i), are exercisable from 28 November
2009 to 26 August 2017.

On 6 July 2015, Ms. Yang XiaoFeng resigned as non-executive
director of the Company. The share options held by Ms. Yang
XiaoFeng was then reclassified as share options held by
resigned directors.
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0.56 - 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
—3——FmA+AR ZF-——FMA+N\RE
ZE—+E\AZTRE
040 - 11 July 2014 11.Jul 2014 to 26 Aug 2017
“Z-NEtA+-B  ZT-mELAT-R%E
ZE-tENAZtRE
5.65 5.65 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
k&5 3 ZREtF+-AZTN\BE
+-A=tAR ZZ—+EN\AZTRE
0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
ZZ-—%@ATNA ZF-—FMATN\RE
ZE-tEN\AZTRE
0.56 0.56 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
Z3-—-%@A+NA —F-—-FMAT/\RE
ZT+E\AZTB
RZT—RFTZA=T—HRRITEERE
ZINETFHEHRTEHNFERRBF(ZE—T0
F:1.65F) °
Mt -
() RIE AR BB 2 B2 IR0 ()?530%

(i)

BREE R L BHRR FITE: ()(BI&E
30%5E IR HE - 10 _E () i RITEE 2 AR R
AR TNRADENEREAEZ60% B
ZZEENF+ AT NHRBAFITE: &
(i) EL BRA0%EE A HE + D0 _E () M2 (i) B R TT1E 2
SRR - b”\_qjjli'i' A=-+N\H
E2_E—+FNAZ+HEMA FIT6E-
ﬁé: —AFEANA BEEZLIETAR
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For the year ended 31 December 2016 BE T — R E+-A=+—HIFE

37. PRINCIPAL SUBSIDIARIES 37. FEMB LT
Details of the Company's principal subsidiaries at the end of the RERBR ARARETEMNBAR 2 FFW
reporting period are as follows: ™

Proportion of nominal value
equity interest and

Place of incorporation Fully Paid voting power directly
Name of subsidiary or operation Class of share share capital attributable to the Company Principal activities
ANREREGREREE
KEARERE AR EE R E5 BHRRE AR R ERE LA TEBER
2016 2015

—B-R"E ZT-EF

National Investments Fund (HK) ~ Hong Kong Ordinary HKS$1 100% 100%  Investment holdings
Limited (“NIF (HK)")

EERBEREZCBERAR  BA gl 1B REER
(TERER])

National China Investment Hong Kong Ordinary HKS$1 100% 100%  Investment holdings
Limited (“National China”)

BERTEREERAA 5k LRk 1B REER
(TEIZEHE])

OBOR Investments Fund Hong Kong Ordinary HKS$1 100% - Investment holdings
Investment Limited
(‘OBOR Investments Fund”)

OBOR Investments Fund Bt LER 17T - REAZRK

Investment Limited
([-F—BREER])

Top Flame Investments Limited ~ British Virgins Islands Ordinary USS$1 100% 100%  Investment holdings
(“Top Flame”)

Top Flame Investments Limited ~ XBR XS LTk E REER
([Top Flame |)

Shine Full Capital Limited British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
(“Shine Full’)

Shine Full Capital Limited KBRS Lk e REER

([Shine Full])

Victory Eternal Limited British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
(*Victory Eternal’)

Victory Eternal Limited KERUEE LAk e REER
([ Victory Eternal | )
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37. PRINCIPAL SUBSIDIARIES (CONTINUED) 37. X EMtE A Al (&)

Proportion of nominal value
equity interest and

Place of incorporation Fully Paid voting power directly
Name of subsidiary or operation Class of share share capital  attributable to the Company Principal activities
ANFEREGRERE
WELRER AR IR E R REH BHERE IR R LS TEEH
2016 2015

“E-XE —T-0%

Top Onward Development British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
Limited (“Top Onward”)

RERREBAR ([HE]) REEIHS EER E REZR

Gold Full Corporate British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
Development Limited
(*Gold Full")

Gold Full Corporate KBRS L@k ES REER
Development Limited
(T Gold Full |)

Delight Hope Investments British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
Limited (“Delight Hope”)

Delight Hope Investments KBRS Eak E REER
Limited ( [ Delight Hope |)

Up Wonderful Limited British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
(“Up Wonderful)

Up Wonderful Limited KBRS Lak E REER
(TUp Wonderful | )

Essence Sharp Holdings Limited  British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
(“Essence Sharp”)

Essence Sharp Holdings Limited B 23 & Lak E REER
([Essence Sharp |)

Massive Shine Limited British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
(“Massive Shine”)

Massive Shine Limited KBRS Lak E REER
(TMassive Shine | )

Vast Spirit Investment Holding British Virgins Islands Ordinary US$1 100% 100%  Investment holdings
Limited (*Vast Spirit”)

Vast Spirit Investment Holding ~~ £BEZ &S Lak E REZR
Limited ( [ Vast Spirit | )

Old Peak Limited (“Old Peak”) British Virgins Islands Ordinary US$1 100% - Investment holdings

Old Peak Limited KBRS Lak E - RAZR
(TOld Peak | )
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37. PRINCIPAL SUBSIDIARIES (CONTINUED) 37. X EMtE A7l (&)

Proportion of nominal value
equity interest and

Place of incorporation Fully Paid voting power directly
Name of subsidiary or operation Class of share share capital  attributable to the Company Principal activities
ANFEREGRERE
WELRER AR E R EH BHRRE IR R LS TEEH
2016 2015

“E-XE —T-R%F

Eighty Riches Limited British Virgins Islands Ordinary US$1 100% - Investment holdings
(“Eighty Riches”)

Eighty Riches Limited KBRS L@k ESH - REER
([Eighty Riches | )

Union Power Holdings Limited ~ British Virgins Islands Ordinary US$1 100% - Investment holdings
(“Union Power”)

Union Power Holdings Limited ~ RBEZHS L@k e - REEK
(TUnion Power | )

Fine East Trading Limited British Virgins Islands Ordinary US$1 100% - Investment holdings
(“Fine East”)

Fine East Trading Limited KBRS Eak e - REEK
(Fine East | )

Gold Intelligent Investment British Virgins Islands Ordinary USS$1 - 100%  Investment holdings
Development Limited
(‘Gold Intelligent”)

Gold Inteligent Investment EBRLHS EER E BEER
Development Limited

([ Gold Intelligent | )
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38. PLEDGED OF ASSETS

()

(i)

During the year, the Group as borrower entered into a loan
agreement with an independent third party as lender for a
short-term loan of approximately HK$25,716,000. As at 31
December 2016, the outstanding balance of approximately
HK$29,872,000 payable by the Group, including
outstanding principal amount and accrued interest payable,
which pledged the interest in its wholly owned subsidiaries
in favour of Massive Shine, Old Peak, Eighty Riches, Union
Power and Fine East as chargees.

Deposits with banks earn interest at floating rates based
on bank deposit and saving rates. The bank balances and
pledged bank deposits are deposited with creditworthy
banks with no recent history of default. At 31 December
2016, the bank deposits of HK$2,040,000 (2015:
HK$2,020,000) were pledged to a bank to secure trade
credit facilities granted to the Group.

39. EVENTS AFTER THE REPORTING
PERIOD

(i)

On 10 January 2017, the Company placed 160,000,000
placing shares at the placing price of HK$0.1 per
placing share. The gross proceeds from the placing are
HK$16,000,000 and the net proceeds from the placing
are approximately HK$15,520,000 after deducted the
transaction expenses. The net proceeds are intended to
be used for general working capital of the Group and/or for
future investments pursuant to the investment objectives
of the Company. Details of the placing were set out in the
Company’s announcements dated 6 January 2017 and 10
January 2017.

On 8 February 2017, the Company entered into the
deed of settlement with Citizens pursuant to which the
Company has agreed with Citizens to settle the PN Deed of
approximately HK$25,716,000 and the outstanding interest
of approximately HK$5,101,000 in the aggregate sum
of approximately HK$30,817,000 as at 7 February 2017
thereon by issue of 800,000,000 shares at the issue price of
HK$0.025 per share and a convertible bond in the principal
amount of HK$11,000,000 to Citizens.
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38. EEEH

)

(i)

RER AEE(ERERANR—EH
25,716,000/ 7T 2 fE B E AR B — B H L 5
=7 (ERERN)FINL—mERBZ-
RZFE—AF=ZA=+—8 ~EEEH
2 MR B IE 5 #42 4929,872,000%8 7T - B 1E
MAREERE REMNEFRE MAE
EEKEREEMBRARZERERT
Massive Shine * Old Peak * Eighty Riches
Union Power X Fine East ({E&&MRA) o

IRITIF IR B IRITF R R R E I RIZZ 8
PR B - RITHEBREEIFIRITERT
PRI ST HRE A Re s R R B 2 R1T -
N-Z—XRFE+-F=+—H" 2,040,000
BT (—Z— A 2,020,000 7T) 2 R
IEREEBETFRT UNBETAEE
2B EHEmME-

39. 2EHRYPRER

(i)

RZZE—+F—A+H ARBIUEREE
5 I FR & B% 170.178 7T B2 5 160,000,000
BEERD REZHMBREBEBLEA
16,000,000/ 7T & it & 2 AT 1S 3B F 5
#$15,520,0008 7T (IR HHAZE) °
RRBRARGIMEEBR MEHRIBFAE
BAEAEE - REEBEES R HERK
BE-RREZHEBHNARRBH A
T—+F—ANBE-_ZTE—+F—A+
BzRER-

RZZE—ttF_ANB ARAFHEHR
BRI ENRZY B ARaBEHR
BRI EBEBILETETRRM.025
7 7T 3 17800,000,000 % f% 19 & /X &
% A11,000,0008 Ttz A/ AR EH T
EE UNEMRZ-_Z—+E=-A+H
MEHEBRZERREENE DL
25,716,000/ 7T 5,101,000/ 7t (& #
#930,817,000/& 1) °



39.

40.

41.

For the year ended 31 December 2016

EVENTS AFTER THE REPORTING
PERIOD (CONTINUED)

(i)~ On 7 March 2017, the Company placed 110,000,000
placing shares at the placing price of HK$0.142 per
placing share. The gross proceeds from the placing are
HK$15,620,000 and the net proceeds from the placing
are approximately HK$15,150,000 after deducted the
transaction expenses. The net proceeds are intended to
be used for general working capital of the Group and/or for
future investments pursuant to the investment objectives
of the Company. Details of the placing were set out in the
Company’s announcements dated 28 February 2017 and 7
March 2017.

MAJOR NON-CASH TRANSACTIONS

On 20 June 2016, the Company agreed to enter into the PN Deed
to merge the outstanding balance of the Assigned Loan, the First
Facility and the Second Facility of HK$15,000,000, HK$5,000,000
and HK$5,000,000 respectively; and the outstanding interest on
the Assigned Loan of approximately HK$716,000, into a single
debt with an aggregated principal amount of approximately
HK$25,716,000. The promissory note was repayable on the date
of six months from the date of the PN Deed with interest rate of 3%
per month. Please refer to Notes 25 and 26 for details.

AUTHORISATION FOR ISSUE
OF CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 31 March 2017.

Notes to Consolidated Financial Statements
A R KRR
BE_Z—XREt+-_A=+t—BIL&EE

39. 2EHRYPREE (F)

R_ZE—tF=AtB AQAUN
e & ETREESRMO. 1428 TR &
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Five Years Financial Summary
hFHHEBE

Summary of the results, assets and liabilities of the Group for the last five AEBEBEARTFE XA BERBEMENT
years is as follows:

For the year ended 31 December

BE+-A=+—BLFE

2016 2015 2014 2013 2012
—E-RFE ZZT—RF ZE—HmNF =—Z=—= -
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FHT FAT FET FET
Results E4
Revenue W %5 1,785 (27,193) 56,480 (42,603) 63,591
(Loss)/profit before taxation BrREiAT (E518)
St A (114,413) (312,636) (112,941) (117,881) 30,134
Taxation g - - - - -
(Loss)/profit attributable to ViN/NEIEZE DN
owners of the Company fEfh (B518)
il (114,413) (312,636) (112,941) (117,881) 30,134
As at 31 December
R+=A=+—H
2016 2015 2014 2013 2012
—E-RxF —ZZT—RHF ETNMF === —E——F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAT FET FAT FAT
Assets and liabilities EERAE
Total assets BEMBE 207,737 199,852 469,018 231,790 279,763
Total liabilities BEBEE (163,990) (126,242) (173,026) (111,447) (69,885)
Shareholders’ fund RRE® 43,747 73,610 295,992 120,343 209,878
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