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Chairman’s Statement

ERHE

On behalf of the board (the “Board”) of directors (the “Directors”) of
Legend Strategy International Holdings Group Company Limited (the
“Company” together with its subsidiaries (the “Group”)), | am pleased to
present the annual results of the Group for the year ended 31 December
2016 (the “Year”).

BUSINESS REVIEW

During the Year, the Group principally engaged in budget hotel
operations in China. Under various adverse effects imposed by markets
and policies, the hotel operations still failed to achieve breakeven in
2016. Although competition in hospitality market remained intense
in 2016, the Group continually devoted to reducing the general hotel
operating expenses and thus the operating losses were controlled. In
order to improve the investment return, the management would review
the asset quality and portfolio regularly, and if necessary, would make
appropriate stripping or impairment. The Group recorded a net loss
of approximately HK$98,289,233 for the Year, which was significantly
decreased as compared with that of last year. The loss was mainly
due to the provision or written off of property, plant and equipment,
construction in progress, prepayments of operating lease and other
receivables.

In addition to the management’s effort in minimising losses in our
ordinary budget hotel business, we kept looking for good investment
opportunities, including exploring investment opportunities in new high-
class hotel business in mainland China, Hong Kong or overseas. As
disclosed in the announcement dated 21 April 2016 of the Company,
the Company, through its wholly-owned subsidiary, entered into a
memorandum of understanding with a potential vendor during the Year,
in relation to the proposed acquisition of 51% interests in a five star hotel
in Sichuan Province, the PRC. Although the definitive agreement has not
yet been entered into and the exclusivity period expired on 20 October
2016, the Group is still negotiating with the potential vendor on the
proposed acquisition and expects to achieve a breakthrough to further
improve the returns of investment by the Group. In the foreseeable
future, we will make disclosures to the public in due course if any
definitive agreement has been reached.

Furthermore, with the support of the public, we completed the placing of
convertible bonds under general mandate in mid 2016 and successfully
raised approximately HK$51,000,000 to finance, among others, potential
acquisition and generate working capital of the Group. Given that the
nearby subway commenced operation during the Year, we used part of
the proceeds to upgrade our Nanshan Hotel which is near the Nanshan
Station of Shenzhen Metro in phrases. The construction is expected
to be completed in the third quarter of 2017 and will improve our
performance and increase our investment return. Moreover, we decided
to effectively and flexibly use the proceeds originally designated for
financing potential acquisition opportunities by allocating the idle part as
general capital and to our short-term money-lending business until we
identify suitable acquisition target(s), as disclosed in the announcement
dated 13 February 2017 of the Company.
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Chairman’s Statement

EREHRE

To facilitate the diversification of our business development in the
future, we continue to hire more talents. At the end of the Year, we
were pleased to have Mr. Wu Li Xin, Mr. Lu Zefeng and Mr. Wong Yiu
Kit Ernest to join us. Leveraging on their established social network and
extensive experience in finance, economic and legal industry, we expect
that they will make contributions to the Group in different fields in the
time ahead.

PROSPECTS

It is expected that the investment environment in the US and other
developed economies are being less stable than before. Great changes
may be made to the US monetary and fiscal policies. The accelerating
interest normalization may influence the global investment atmosphere,
which may have a material impact on the Chinese economy and trades.
In view of the above, the Board anticipates a challenging operation and
investment environment in the coming years, and we would continue
to manage our business prudently in order to minimise the losses and
achieve breakeven.

Apart from our hotel business, the Group will also identify other business
development opportunities. The connectivity between stock markets
and financial markets of China and Hong Kong marked a new chapter
with the launch of the long-anticipated Shenzhen-Hong Kong Stock
Connect in December 2016, following the implementation of Shanghai-
Hong Kong Stock Connect jointly announced by China Securities
Regulatory Commission and Securities and Futures Commission in
November 2014. Hong Kong is able to maintain the solid position as the
international financial center and platform, benefited from the launch of
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect, as well as the depreciation of RMB. In view of this, the Group
will proactively consider to develop comprehensive licensed financial
services and asset management business in the coming years. The
Group seeks to achieve synergy between hotel operation and asset
management with high-calibre talents in asset management in Hong
Kong or China and abroad. For this purpose, we have been identifying
appropriate talents to form a team that caters to the above development
direction. Following the Money Lenders Licence obtained by the Group
in November 2016, we have submitted the application for the licences
of Type 1 (dealing in securities), Type 2 (dealing in futures contracts) and
Type 4 (advising on securities) to the Securities and Futures Commission.
Faced with the rapid industrial upgrading and emergence of new
industries, the Group will seek sustainable development opportunities at
a continued basis, while the management will continuously attempt to
explore and develop related areas, with the purposes of seeking for new
opportunities for long-term development.

Legend Strategy International Holdings Group Company Limited
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It is the core competitiveness of our Board and senior management that
we not only adopt organic growth strategy but also initiate acquisitions
when appropriate. When selecting any potential target for acquisition,
our management will take the interest of our shareholders particularly
the long-term appreciation of our share price as the highest priority
consideration. We will only proceed with the acquisition when we are
confident that such acquisition will create enough value to our existing
shareholders and all the risks involved in such business acquisition are
worth taking. We believe that the value we create for our shareholders
will eventually be reflected in the growth of our sales, assets, profits and
share price.

Finally, I would like to thank our employees for their dedication,
independent directors for their guidance and suggestions, hotel
customers for their patronage, and shareholders for their confidence in
us and their support. | am grateful to everyone who contributes to the
success of the Group.

Huang Yun
Executive Director
On Behalf of the Board

30 March 2017
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Management Discussion and Analysis

BEEWNE DN

BUSINESS AND OPERATIONAL REVIEW
Business and operational review

The Group is principally engaged in budget hotel operations. For the
financial year ended 31 December 2016, the Group has 3 leased-and-
operated hotels under operation.

Hotel Operations

Revenue from hotel operations mainly included the sales of hotel rooms
and hotel membership cards. Revenue was HK$17,654,630 for the
financial year ended 31 December 2016, representing a decrease of
11.2% as compared with revenue of HK$19,884,379 for the same
period of last financial year.

In view of the difficult business environment for the budget hotel
operations, the management concentrated to operate the existing
budget hotels in Shenzhen City without further expansion. The Group
had also ceased its budget hotel investments in Buji Hotel (located in
Buiji, Longgang District, Shenzhen City) and Huizhou Hotel (located
in Huicheng District, Huizhou City) during the financial year ended 31
December 2016.

On the other hand, as mentioned in the Company’s announcements
dated 21 April 2016 and 20 October 2016 respectively, the Group
has entered into a memorandum of understanding in relation to the
proposed acquisition of a 51% interests in a five star hotel which is
located in Sichuan Province, the PRC. This potential acquisition will be
in line with the Group’s intention to achieve breakthroughs in the long
term depression of budget hotel business and eventually bring returns to
shareholders, in the event it materializes. As at the end of the Year, the
Group is still in negotiation of the proposed acquisition, no legally binding
agreement has been entered into.

The Group will continue to look for investment and enhancement
opportunities and explore new high-class hotel business in the PRC,
Hong Kong or overseas, so as to optimize the overall hotel assets
structure and improve efficiency.

Legend Strategy International Holdings Group Company Limited
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HOTELS UNDER OPERATIONS
Nanshan Hotel

Nanshan Hotel is located at Nanshan Road with 192 rooms and is a
flagship hotel of the Group. It contributed most of the revenue of the
Group. For the financial year ended 31 December 2016, the turnover
of Nanshan Hotel has increased by approximately 9.1%. As the
nearby subway station has been opened since late June 2016 and the
renovation projects of the hotel have gradually completed during the
financial year, the Group expects it will attract more guests and boost
future turnover.

Luohu Hotel

Luohu Hotel is located at the thriving financial center of Luohu District
in Shenzhen, which enjoys convenient transport access (only about 5
minutes’ driving distance to Luohu Checkpoint and Convention and
Exhibition Center), and occupies the high traffic location in Shenzhen.
The major part of its revenue is based on domestic travellers making
short trips to Hong Kong. The implementation of one-visit-one-week
policy by the Hong Kong Government has continuously cast adverse
impacts on Luohu Hotel, losses continued to be recorded during the
financial year as a result. Turnover decreased by approximately 15.8%
during the Year in this hotel. As the prime location of Luohu Hotel will
provide us a good customer base, the Group is confident to achieve at
least break-even in the foreseeable future.

Baoan Hotel

Baoan Hotel is located in Baoan District of Shenzhen, which, on a
geographical and environmental basis, situates at a less prime location.
As a parking lot nearby was under construction during the financial
year, which has adverse impacts to the hotel environment, the turnover
decreased by approximately 20.8% as compared with the last financial
year. In addition, as some new hotels nearby commenced operations
during the financial year, the competition within the district is likely to be
more fierce in the foreseeable future.
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Management Discussion and Analysis

BEEWNE DN

HOTELS UNDER CONSTRUCTION

As disclosed above and announced on 20 May 2016, the three budget
hotels under operations were in difficult business environment, the
management estimated that it would be difficult for Buji Hotel and
Huizhou hotels to bring reasonable return to the shareholders, and
may even cause additional loss to the Group. As it was not in the best
interest of the shareholders to continue investing in these two new
hotels, the Group has written-off for the preliminary investment of these
two hotels and terminated the leasing agreements with the landlords, so
as to reduce the risk exposure of the Group.

FINANCIAL REVIEW

The Group has recorded a turnover of HK$17,654,630, compared
with HK$19,884,379 of last financial year, representing a decrease of
approximately 11.2%. The Group recorded a total comprehensive loss
of HK$98,289,233 for the financial year ended 31 December 2016
compared with a total comprehensive loss of HK$123,835,604 for the
last financial year.

The comprehensive loss for the financial year ended 31 December 2016
mainly includes the following factors:

1. The Group has made a provision of impairment of HK$18,700,000
on other receivable for the financial year ended 31 December
2016. It represented the refund of prepayments for property,
plant and equipment due to the termination of developments of
two hotels in 2014. Having taken a series of measures to collect
the refund, the Group was of the view that it is difficult to collect
the remaining amounts, and provision was made as a result. The
Group will continue to chase for the remaining amounts.

2. During the financial year ended 31 December 2016, the Group
has written-off the prepaid operating lease amounting to
HK$8,931,190. It related to the operating lease payment paid to an
independent third party in respect of the rental of a hotel premise
in the PRC for a lease term of 15 years until 30 June 2026. The
Group estimated that it is difficult to bring reasonable returns to
shareholders after its assessment. The Group also attempted to
find suitable new lessee to transfer the lease agreement but failed,
hence the Group has terminated the leasing agreement with the
property lessor and has written-off for relevant amounts.

3. During the financial year ended 31 December 2016, the Group has
provided impairment for the property, plant and equipment of the
Baoan Hotel amounting to HK$597,891, as the hotel continued to
incur losses.

Legend Strategy International Holdings Group Company Limited
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4.  Save as disclosed above, the Group has terminated the investment
in Buji Hotel and Huizhou Hotel during the financial year ended
31 December 2016, hence a write off of HK$29,379,804 for
construction in progress was provided.

5. Interest expenses of HK$5,873,424 paid for the convertible bonds
issued.

4. BREXFHBEEZEI REBE2E_FT—RF
TZA=+T—BUEMBFE  XEERIE
EEMEMNENRE - A ERETE
YEH 29,379,804 B 7T 2 #lH ©

5, BMEETAHMBRESFIMANE
5,873,424 7T °

Rl XX

The following table shows the key information of the total of the Group’s TR A EE 2 PHEELEHIED BIREHZE
leased-and-operated hotels for the financial years ended 31 December —ZE—AFR_FT— X "F+-_A=+—HIH
2015 and 2016 respectively. BEREZEFEER -
Year ended 31 December
BZE+=-A=+—HILLEE
2016 2015 % change
—E-REF —ET—AF AoLLESH)
Total 5T
Total available room nights En] HAAE R 113,008 111,322 1.51%
Average occupancy rate T AEE 74.85% 79.32% (5.63%)
ARR (RMB)* FHEHE(ARBT)* 177.8 174.3 2.02%
RevPAR (RMB)* FHERERERA(ARBT)! 133.1 138.3 (3.72%)
* ARR: the total room revenue of all hotels divided by the total occupied — * FHEME: FrAEREZATRRARKUAAFE
room nights EEBE
# RevPAR: the total room revenue of all hotels divided by the total available — # FHEEEERRA : REBEZATEIRAR
room nights AR B R B
Operating Costs P oI
The total operating costs decreased by HK$21,744,528, or BE-Z—RE+_-_A=+—HBILHHKFE -

approximately 16.1%, from HK$134,883,546 for the same period of
last year to HK$113,139,018 for the financial year ended 31 December
2016. The decrease in operating expenses was due to the adoption
of cost saving approach; operating lease expenses decreased by
HK$5,225,098 mainly due to the termination of the leases in Buji
Hotel and Huizhou Hotel. Depreciation decreased by HK$480,167 as
numerous property, plant and equipment were written-off from last
financial period. The above factors were offset by several write-offs and
provisions for the financial year, as stated in the financial review above.
The following table shows the total operating costs for the financial years
ended 31 December 2015 and 2016 respectively:

%f@%&%}ﬂiﬂazﬁlﬂﬁ;ﬁz134,883,546;‘%7%»&

4>21,744,528 7% 7T 3k #916.1% £ 113,139,018
;‘%ﬁo%«%ﬁﬂﬁzﬂ >TH B A ERENAK AN BN A HE I
Freg: & MER SR 522500887 £
DHAKRIEHEERSHEMEME - ITER D
480,167 87T + TR B = —{E8 B A M sH 2L
TEYEE -~ WE L o M BB B E R
Frraft - b3l R 2= 4% AN B I TS SRR L B K BBk 4
Friksg - TRFIDFNBE_ZE—RHFRZ
T—ARET-AZ+—BUEUREE AL
B
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Year ended 31 December

BE+T-A=1+—HLHFE

2016 2015 % change
—®-XFE —Z-AF  EHUEH
Operating lease expenses LEHERY 11,832,887 17,057,985 (30.6%)
Depreciation of property, Y - REREREITE
plant and equipment 4,211,016 4,691,183 (10.2%)
Employee benefit expenses EERAMFAX 21,591,413 14,050,367 53.7%
Utilities NAREE 1,317,288 2,063,031 (36.2%)
Other operating expenses Hh@eEms 73,706,414 97,020,980 (24.0%)
Amortisation of other assets o th & E 5 480,000 — N/ATNiE
113,139,018 134,883,546
FINANCE COST & AN

The finance costs increased by HK$5,870,226 as compared with the
last financial year. It mainly represented the interest expenses for the
convertible bonds.

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

As at 31 December 2016, the Group mainly financed its operations and
expansion with its own working capital generated internally and fund
raising activities.

As at 31 December 2016, the Group had bank balances and cash of
HK$10,100,000 (31 December 2015: HK$47,612,022). Gearing ratio
is calculated as the amount of interest-bearing borrowings divided by
total equity. The gearing ratio as of 31 December 2016 is 414.4% (31
December 2015: Nil), as placing of convertible bonds was completed on
14 June 2016.

The Group was in net current liabilities position of HK$33,201,249 for the
year ended 31 December 2016. The substantial shareholder, Mr. Ding
Yifan has confirmed his intention to provide continuing financial support
to the Company to enable it to meet its liabilities as and when they fall
due and to enable to the Company to continue its operations for the
foreseeable future. Consequently, the financial statements are prepared
on a going concern basis.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

RIE R AR F—BIREFE 05,870,226 87T
EXZAnRES A BT

RBES  MBERREARE

NZZEBE—RNEFE+_A=+—H0 XEFFE
EANPEEZAGLELES NMETHARS
BREREBENES -

RZB—RE+-_A=1+—0 KEBHZIET
HERRNIRE 510,100,000 T (ZE—RHE+=
A=+—H:47,612,022/870) - EX &G &L
KRN EEERIANERNETETE - ARERE
ARBRESFER T —~"FNATHEBEZEX
WEE T "F+_A=t—HZEKEE
R EMM44A%(ZE—RHF+_A=+—8":
)

AEBREE-_TE—"F+-_A=+—HLF
ERNFRB)BEMMR(33,201,24987T) ° *
ERE T -AEECEREBEEELAAEAD
AREM B AEARQREEESHEaEY
Rl RS RIFELEER - Bt - BIISWMED

BB R ERS -



SIGNIFICANT INVESTMENT HELD, MATERIAL
ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES,
AND FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

As mentioned in the Company’s announcements dated 21 April 2016
and 20 October 2016 respectively, the Group has entered into a
memorandum of understanding in relation to the proposed acquisition
of a 51% interests in a hotel which located in Sichuan Province, the
PRC. The Group has made the first deposit payment of approximately
HK$23,988,000 in mid-May 2016. At the end of the financial year, the
Group is still in negotiation of the proposed acquisition, no legally binding
agreement has been entered into.

Save as disclosed above and in the Company’s announcements, there
was no other material investment held, acquired or disposed of by the
Group for the year ended 31 December 2016.

FOREIGN EXCHANGE RISK

As at 31 December 2016, the Group’s majority of the assets and
liabilities, and income and expenses were denominated in Renminbi
and Hong Kong Dollar. The Group had no significant exposure under
foreign exchange contracts, interest, currency swaps or other financial
derivatives.

CAPITAL STRUCTURE

There was no material change in the capital structure of the Group
during the year ended 31 December 2016. The total number of the
issued shares of the Company was 393,525,000 as at 31 December
2016 (2015: 393,525,000).

DIVIDENDS

The Directors do not recommend payment of any dividend for the year
ended 31 December 2016 (2015: nil).

SUFFICIENCY OF PUBLIC FLOAT

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

FHFEARE - WBRAIARBEQ
> B AR DR R R E K
REHRELXEEE

WA AR A RIAZE ﬁi@ﬂ:+—
ARZF—RET+AZFTHZAERMM - A&
B2 & — AR R % W/:.\EE‘% 1&)\5’:‘

RE)IE Y —BBENSI%ES A ERK
B AEEER T "FRAPAINEE
4 4923,988,0008 7T - REIBFER + &
BNEEZ W B EITER - MR A A
BERORNOEE ©

B EX R AR A
—ANEFETZA=t-HLEFE-
B BRI EAMEARE -

4B R Bt

RZF—R"FE+-A=1+—8 AKEXIHD
BE B WARRXTIAARE RABTE
B AEEMERIMNESLD  FE - BFmH

NEMPEEIN BE-FT
R B EE

gHMSROTE T AMEREARRR -
ﬁzﬁmn
BE-_Z-—RF+A=+— EIJtif N

EBEALEEREERESH - R T — X F
+=—A=+—H  ARQ Taﬁéﬁﬂw‘%@%ﬁzﬁ
393,525,0008% ( —Z — R4 : 393,525,0000%) °

Eﬁ /%\
EETRARBE T
IR AR S (—F—
RANBIERE
BEEARTEN ABANREEEFA

NARBHEITRABEE =D 25% N AHE B
TR AREA -

AE+=A=+—H
RE ) ¢
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EMPLOYEE AND REMUNERATION POLICIES

The Group had 78 employees as at 31 December 2016 (31 December
2015: 86 employees). Remuneration is determined with reference
to market terms and performance, qualifications and experience
of individual employee. Discretionary bonuses based on individual
performance will be paid to employees as recognition of and reward for
their contributions. Other benefits include contributions to retirement
scheme.

CHARGES ON ASSETS

As at 31 December 2016, the Group did not have any charges on its
assets (31 December 2015: Nil).

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 December 2016, the Group had no material capital
commitments (2015: approximately HK$1,440,000, which primarily
related to the investment in production of TV drama series. As at 31
December 2016, the Group had no material contingent liabilities (2015:
nil).

OPERATING LEASE COMMITMENTS

As at 31 December 2016, the Group had total operating lease
commitments of approximately HK$31,369,000 (31 December 2015:
HK$76,082,000). The operating lease commitments are mainly related
to the rental of hotels premises for hotel operations and head office.
Operating lease commitments decreased as the Group has ceased the
lease in Buji Hotel and Huizhou Hotel. The management has made great
efforts to mitigate the overall risks in order to bring maximum returns to
all stakeholders.

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

Save as the placing of the convertible bonds, details of which were
announced by the Company’s announcements dated 25 May 2016
and 14 June 2016, neither the Company nor any of its subsidiaries
had purchased, sold, or redeemed any of the listed securities of the
Company during the year ended 31 December 2016.

Save as the above, neither the Company nor any of its subsidiaries
had issued or granted any convertible securities, options, warrants or
similar rights or exercise any conversion or subscription rights under any
convertible securities, options, warrants or similar rights during the year
ended 31 December 2016.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

BERFMBUR

RZE—RF+ZA=+—H  AXEEHE78
%1@%\(_§ AF+_HA=+—H:86%41E
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BEXREERIAEE
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USE OF PROCEEDS IN FUND RAISING
ACTIVITIES

On 28 August 2015, the Company entered into the underwriting
agreement with Sheng Yuan Securities Limited (the “Underwriter”),
pursuant to which the Underwriter agreed to underwrite the Offer Shares,
being not less than 38,404,383 shares and not more than 39,829,383
shares according to the terms of the underwriting agreement. The
underwriting was completed on 16 October 2015 with the subscription
price at HK$0.80 per share in cash. The proceeds raised would be
applied as investment funds and general working capital of the Group.

The following is a summary of the use of proceeds for the amount of
HK$63,000,000 after the placing of the shares.

BMEZHAEREAR

R-ZE—RENA-+N\H  KXAREKR
BEBRAR(BREE DI ZEERZE &
It BHEEREREEHEBRE ZGREHEE
A% 5+ BN D 72 38,404,383 % B 19 K2 N % 1
39,829,383 &0 - BIHEHER T —HF
+ATRBEURSERERRM0.80F T2 REE
BEK - FIESREFRERASBENKREES
K—RREEES -

AR A& IR 17 12 P15 3} 78 63,000,000 7 7T 2
REHE -

2016

—E-RE

HK$

BT

General working capital —REEES® 36,130,000
Investing activities EIEE 26,870,000
Total Bt 63,000,000

In addition, on 25 May 2016, the Company entered into a placing
agreement with Sheng Yuan Securities Limited (the “Placing Agent”),
pursuant to which the Company has conditionally agreed to issue and
the Placing Agent has conditionally agreed to procure, on a best effort
basis, not less than six placees to subscribe for the convertible bonds
with an aggregate principal amount of up to HK$51,000,000 at the
placing price, conversion price of HK$0.930 per share. The placing was
completed on 14 June 2016. The proceeds raised would be applied as
general working capital and used for the operation of the money lending
business of the Company until the Company has identified suitable
acquisition target(s). For details, please refer to the announcements
dated 25 May 2016, 14 June 2016 and 13 February 2017 of the
Company respectively.

o RZZE—XNERA-+HHB » AAFRA
BREREHFBR LB (RENRE])FTLREH
FOBW ARAEBRKHREETRES
RECERUGRERBHZNEERFETD
RABERBAREEERELASHEEES A
51,000,000 7 JT 2 A] #2 f% & & (2 A% (B T AR A
509308 TT) - BEFTHER -_Z—F A
THBEZK - FTESRESERN —REEES
MANGWEER L BEARGREETTAE
MKEEZEALL - FER2HARF D5
ATT-XRNERA-THB  —ZT—XRENA
THARZE—+FA+=HAzi% -
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The following is a summary of the use of proceeds for the amounts
of approximately HK$50,000,000 (after deduction of 2% for the
commission for the placing agent) after the placing of the convertible
bonds:

LWTAREREANBEESFEMBREY
50,000,000 7T (LB 2% NEEREHSE)
ZRREE

2016
—E-RE
HK$
BT

General working capital —REEES
— Hotel operation — BJE&E 13,070,000
— Hotel investment and enhancement fund —BERENELLES 29,000,000
Cash B 7,930,000
Total Bt 50,000,000

UPDATE ON LITIGATION

On 8 January 2016 the Company received a writ of summons endorsed
with a statement of claim (the “Statement of Claim”) dated 8 January
2016 (the “Writ”) issued by Fu Tat Credit Limited (the “Plaintiff”) as plaintiff
in the High Court of the Court of First Instance (the “High Court”) of the
Hong Kong Special Administrative Region (the “Action”), with Mr. Fong
Man Kelvin (“Mr. Fong”) named as the 1st defendant and the Company
as the 2nd defendant (subsequently becoming the fifth defendant
pursuant to an amended Writ of Summons), in respect of an alleged loan
arrangement made between the Plaintiff, Mr. Fong and the Company
on 6 October 2014. At the relevant time, Mr. Fong was the controlling
shareholder (as defined in the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), the chairman and executive director of the Company.
Mr. Fong disposed of all his interest in the Company on or about 29
May 2015 and resigned as the chairman, executive director, authorised
representative and compliance officer of the Company on 27 July 2015.

It was stated in the Statement of Claim that the Plaintiff, as a licensed
money lender under the Money Lenders Ordinance (Chapter 163 of the
Laws of Hong Kong), had entered into a loan agreement with Mr. Fong
as the borrower and the Company as the guarantor on 6 October 2014
in respect of a sum of HK$3,500,000 (the “Loan”). Under the Statement
of Claim, the Plaintiff claims against Mr. Fong and the Company for: (1) a
sum of HK$2,092,871.02; (2) further interest accrued on the outstanding
loan principal of HK$1,961,932.21 at the rate of 42% per annum from 6
January 2016 until payment in full; (3) further or other relief; and (4) costs
of the proceedings on full indemnity basis.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR
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As stated in the announcement of the Company dated 12 January 2016,
the Company denies and disputes the allegations made by the Plaintiff
against the Company in the Statement of Claim. The Company has
never authorised the provision of the alleged guarantee to the Plaintiff or
anyone over the Loan nor has the Company ever passed any resolution
to authorise the provision of the alleged guarantee over the Loan
allegedly advanced by the Plaintiff to Mr. Fong.

And as disclosed in the announcement of the Company dated 23
December 2016, pursuant to the order granted by the High Court, the
Plaintiff’s claim against the Company in the Action be dismissed with
no order as to costs between the Plaintiff and the Company. The Action
against the Company as a defendant has ceased.

BUOARNB ZFE—RE—A+ZHZAEM
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EEREREERB 2EBRFE

EXECUTIVE DIRECTORS
Huang Yun (EE)

Mr. Huang Yun (“Mr. Huang”), aged 55, was appointed as an
executive Director on 25 June 2015. Mr. Huang is a director and owns
10% equity interest of China Medical Overseas Limited, a substantial
shareholder of the Company. He is also the chairman of #T#E8UE (1b )
EBRET AT (transliterated as “Xin Jie Zhi Yuan (Beijing) Investment
Co., Ltd.”), an investment holding company holding interest in a chain
of restaurants in the PRC. Mr. Huang has over 17 years of business
experience, including investments on real estate, finance and securities,
major chain catering enterprises and extensive experience in operation
and investment management.

Dai Lifeng (& 1£)

Mr. Dai Lifeng (“Mr. Dai”), aged 33, was appointed as an executive
Director on 12 April 2016. He has about eleven years of experience
in investment management. He is currently the chairman of Udcon
International Health Technology (Beijing) Limited ({2 3& B Bl &% (& BT Rl
(At =)B R 2 7)), an executive director and the chief executive officer
of UniNova (Tianjin) Limited (5 & & % (X )8 R 2 ), and a vice
president of Oxford MEStar Ltd.

Wu Li Xin (R 3%7)

Mr. Wu Li Xin (“Mr. Wu”), aged 49, was appointed as the chief
executive officer of the Company on 1 November 2016 and an executive
Director on 11 November 2016 respectively. Mr. Wu graduated with
a bachelor of law degree from the Law School of China University of
Political Science and Law in 1991. Mr. Wu also graduated with Civil
and Commercial Law from the Law School of Peking University and
completed the Master of Business Administration program at the
Guanghua School of Management of Peking University. He is also
currently studying his Doctor’'s Degree at the Institute of Finance of the
Chinese Academy of Social Sciences.

Mr. Wu is a founding partner of JunZeJun Law offices (B /2& 2857
F). Mr. Wu currently serves as a supervisor of China Financial Leasing
Company Limited (FEI£@HEEHBRRAF]) and a member of several
large fund investment committees including Beijing Shunxin Fund
Limited Partnership Qt RIEZE S BRE ), Lai En Foundation Limited
Partnership (fREEEBR A %) and Wuhan Stock Exchange Expert
Advisory Committee (EVERIER HMERANEZES). Mr. Wu also
serves as an independent non-executive director of a finance company
namely S8 & B BRAF].

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR
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NON-EXECUTIVE DIRECTORS
Lu Zefeng (BEEi£)

Mr. Lu Zefeng (“Mr. Lu”), aged 51, was appointed as a non-executive
Director on 15 December 2016. Mr. Lu obtained a bachelor’s degree in
law from East China University of Political Science and Law in 1988. Mr.
Lu also obtained a master’s degree in law and a doctorate degree in law
from Wuhan University in 1995 and 1998 respectively.

Mr. Lu taught at Zhejiang University during the period from 1988 to
1992. Mr. Lu also served as a postdoctoral researcher in the area of
international finance at the Postdoctoral Program of Applied Economics
in Fudan University during the period from 1998 to 2000. During the
period from October 2000 to May 2016, Mr. Lu worked at the China
Securities Regulatory Commission and held several positions including,
the head of legal department and the head of institution regulatory
department. Mr. Lu also worked as an assistant to director and deputy
director of the Shandong branch and a deputy officer of the listed
company regulatory department.

Chung Wai Man ($&1&3)

Mr. Chung Wai Man, aged 53, was appointed as a non-executive
Director on 13 February 2017. Mr. Chung Wai Man obtained a bachelor’s
degree (honours) in social sciences from The University of Hong Kong
in December 1989 and a master’s degree in international business
management from the City University of Hong Kong in November 1998.
Mr. Chung Wai Man became an associate member of the Hong Kong
Institute of Certified Public Accountants in April 1995 and a fellow
member of the Association of Chartered Certified Accountants in the
United Kingdom in November 1999. He has been an independent non-
executive director of E Lighting Group Holdings Limited, the shares
of which are listed on the Stock Exchange (stock code: 8222) since
11 September 2014. Mr. Chung Wai Man has more than 26 years of
experience in accounting, taxation and finance and had previously
worked as the chief financial officer for four listed companies in Hong
Kong.
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EEREREERB 2EBRFE

INDEPENDENT NON-EXECUTIVE DIRECTORS
Tso Hon Sai Bosco (E/£H)

Mr. Tso Hon Sai Bosco (“Mr. Tso”), aged 52, has been appointed
as an independent non-executive Director of the Company on 25 June
2015. He is currently a partner with Messrs. Tso Au Yim & Yeung,
Solicitors and has been a Hong Kong practising solicitor since 1990. Mr.
Tso received his Bachelor of Laws degree from King’s College London.

From November 2000 to September 2004, Mr. Tso worked as an
independent non-executive director of Emperor Entertainment Group
Limited (stock code: 8078) which was later renamed as Dragonlott
Entertainment Group Limited in April 2010 and China 3D Digital
Entertainment Limited in September 2010. From July 2003 to November
2012, Mr. Tso worked as an independent non-executive director of
Fortuna International Holdings Limited (stock code: 530) which was
later renamed as Goldin Financial Holdings Limited in May 2009. From
May 2005 to September 2005, Mr. Tso worked as an independent
non-executive director of Magician Industries (Holdings) Limited (stock
code: 526) which was later renamed as Lisi Group (Holdings) Limited in
August 2010. In December 2006, he worked as an executive director
of Tiger Tech Holdings Limited; from December 2006 to June 2007, he
worked as an executive director and the company secretary of Tiger
Tech Holdings Limited (stock code: 8046) which was later renamed
as Heng Xin China Holdings Limited in November 2008. From August
2007 to August 2012, Mr. Tso worked as an independent non-executive
director of Rising Development Holdings Limited (stock code: 1004)
which was later renamed as China Smarter Energy Group Holdings
Limited in February 2015. From May 2007 to July 2015, Mr. Tso worked
as an independent non-executive director of Neolink Cyber Technology
(Holding) Limited (stock code: 8116), which was later renamed as Global
Resources Development (Holding) Limited in May 2009, China Public
Healthcare (Holding) Limited in December 2009 and China Fortune
Investments (Holdings) Limited in June 2012. Mr. Tso has also been
an independent non-executive director of First Natural Foods Holdings
Limited, which was later renamed as Imperial Pacific International
Holdings Limited in May 2014 (stock code: 1076) since November 2013.
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Wong Yiu Kit Ernest (Z12£¢)

Mr. Wong Yiu Kit, Ernest (“Mr. Wong”), aged 49, has been appointed
as an independent non-executive Director on 1 November 2016. Mr.
Wong has over 26 years of experience in venture capital, corporate
finance, business development and general management. Mr. Wong has
served as the president and group chief financial officer of KVB Kunlun
Holdings Limited (“KVB”) since November 2011 and as the chief financial
officer and the company secretary of KVB’s group company, KVB Kunlun
Financial Group Limited, the shares of which are listed on the Stock
Exchange (stock code: 8077) since October 2014. Mr. Wong has also
served as an independent non-executive director of Renheng Enterprise
Holdings Limited, the shares of which are listed on the Stock Exchange
(stock code: 3628) since October 2011, HongDa Financial Holding
Ltd, the shares of which are listed on the Stock Exchange (stock code:
1822) since July 2014, Progressive Path Group Holdings Limited (stock
code: 1581) since November 2016 and China Regenerative Medicine
International Limited (stock code : 8158) since February 2017.

Mr. Wong served several positions at Adamas Finance Asia Limited,
a company listed on the London Stock Exchange (LSE stock code:
ADAM), including its executive director from May 2008 to February 2014,
its chief financial officer from May 2008 to October 2011 and its non-
executive director since February 2014. Mr. Wong also served as the
chief financial officer of the Hong Kong Applied Science and Technology
Research Institute between November 2002 and April 2008 and was
the vice president of Vertex Management (HK), an international venture
capital firm listed in Singapore between July 2000 and October 2002.

Mr. Wong obtained a bachelor’s degree in business administration from
The University of Hong Kong in 1991, a master’s degree of science in
investment management from The Hong Kong University of Science
and Technology in 1998 and a master’s degree of science in electronic
engineering from the Chinese University of Hong Kong in 2008.

Mr. Wong was admitted as a fellow member of the Association of
Chartered Certified Accountants and the Hong Kong Institute of
Certified Public Accountants in November 1999 and October 2002,
respectively. He was admitted as a chartered financial analyst of the
Institute of Chartered Financial Analysts in September 1998 and an
associate member of the Institute of Chartered Accountants in England
and Wales in January 2008. He is also acting as the president of the
Hong Kong University Graduates Association, the deputy chairman of
the HKU Convocation, the court member of The University of Hong
Kong, a committee member of the Association of Chartered Certified
Accountants Hong Kong and an executive director of the Hong Kong
Society of Financial Analysts.
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Cheng Chai Fu(Z#&E)

Mr. Cheng Chai Fu (“Mr. Cheng”), aged 54, has been appointed as
an independent non-executive Director on 9 March 2017. Mr. Cheng
graduated from Victoria University of Wellington, New Zealand with a
bachelor’s degree in commerce and administration in 1990 and obtained
a Master of Business Administration from Murray State University,
Kentucky of the United States of America in 2000. Mr. Cheng has
been an associate member of The Hong Kong Institute of Chartered
Secretaries, Hong Kong Institute of Certified Public Accountants and
Institute of Chartered Accountants of New Zealand. Mr. Cheng has
extensive experience in the areas of auditing, accounting and company
secretarial work.

Mr. Cheng worked as the company secretary and financial controller of
Bingo Group Holdings Limited (stock code: 8220) from August 2008 to
October 2009. From March 2010 to January 2015, Mr. Cheng worked
as the company secretary of Hanergy Thin Film Power Group Limited
(stock code: 566). He also worked as an in-house company secretary
of HongDa Financial Holding Limited (stock code: 1822) from January
2015 to December 2015. Mr. Cheng has also served as the company
secretary of China Regenerative Medicine International Limited (stock
code: 8158) since January 2016.

COMPANY SECRETARY
Chung Tin Yan (X 87)

Mr. Chung Tin Yan, aged 33, is currently the financial controller of
the Company, has been appointed as the company secretary of the
Company on 13 February 2017. He has over 10 years of experience
in finance, auditing and accounting. Prior to joining the Company,
Mr. Chung Tin Yan held various senior positions with Hutchison
Telecommunications Hong Kong Holdings Limited, the shares of which
are listed on the Stock Exchange (stock code: 0215). He has also
worked at Deloitte Touche Tohmatsu and his last position was manager.
Mr. Chung Tin Yan also has extensive experience in fund raising activities
in Hong Kong and in the United States.
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SENIOR MANAGEMENT
Chen Wai Chung Edmund (B (E84)

Mr. Chen Wai Chung Edmund (“Mr. Chen”), aged 44, a vice
president and the chief investment officer of the Group. Mr. Chen has
over 18 years of experience in accounting, auditing and financial control.
Prior to joining the Group, Mr. Chen held various senior positions in
several international accounting firms, listed company in Hong Kong
and domestic privately owned enterprises, including Ernst & Young,
KPMG Hong Kong, KPMG Huazhen. He was the vice president and the
company secretary of Austar Lifesciences Limited (stock code: 6118)
from November 2014 to October 2015.

From July 2013 to October 2015, Mr. Chen was also an independent
non-executive director of Huarong International Financial Holdings
Limited (formerly known as Simsen International Corporation Limited)
(stock code: 993). From November 2014 to January 2016, he was also
a non-executive director of Sunrise (China) Technology Group Limited
(stock code: 8226), a listed company on GEM. Mr. Chen obtained a
bachelor’s degree in accountancy from the City University of Hong Kong.
He is currently a fellow member of the Hong Kong Institute of Certified
Public Accountants and an associate member of the Association of
Chartered Certified Accountants.

Chen Weijie (BR#E5%

Ms. Chen Weijie (“Ms. Chen”), aged 36, the chief operating officer of
the Group. Ms. Chen graduated with a bachelor of law degree from the
Guangdong University of Finance & Economics in 2004 and obtained
her master’s degree of law from the City University of Hong Kong in
2005. Ms. Chen became qualified as a lawyer in the People’s Republic of
China in June 2008 and has been a licensed representative to carry out
Type 6 (advising on corporate finance) and Type 9 (asset management)
regulated activities under the SFO since 2013.

Ms. Chen has more than 14 years of experience in management,
investment, legal and corporate finance and had worked as senior
management positions for several financial and securities companies
including Vision Finance (Securities) Limited, China Private Equity
Investment Holdings Limited, China Fortune Financial Group Limited, the
shares of which are listed on the Stock Exchange (stock code: 290) and
China Aircraft Leasing Group Holdings Limited, the shares of which are
listed on the Stock Exchange (stock code: 1848).
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Corporate Governance Report
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The Company is committed to ensuring a high standard of corporate
governance in the interests of the shareholders and devotes considerable
effort to maintain high level of business ethics and corporate governance
practices.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the Corporate Governance Code
and Corporate Governance Report (the “CG Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Listing Rules”) throughout the
financial year ended 31 December 2016, except for certain deviations
as specified with considered reasons for such deviations as explained
below. The Board will keep reviewing and updating such practices from
time to time to ensure compliance with legal and commercial standards.

CORPORATE GOVERNANCE STRUCTURE

The Board is primarily responsible for formulating strategies, monitoring
performance and managing risks of the Company and its subsidiaries
(collectively the “Group”). At the same time, it also has the duty to
enhance the effectiveness of the corporate governance practices of the
Group. Under the Board, there are 3 board committees, namely the audit
committee, the remuneration committee and the nomination committee.
All these committees perform their distinct roles in accordance with their
respective terms of reference and assist the Board in supervising certain
functions of the senior management.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS

The Group had adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 of the Listing
Rules (the “Model Code”) as its own code of conduct for securities
transactions by Directors and relevant employees who, because of office
or employment, are likely to be in possession of unpublished inside
information in relation to the Company’s securities. The Company had
made specific enquiry to all the directors (the “Directors”) and such-
relevant employees and they confirmed compliance with the Model
Code throughout the period from 1 January 2016 to 31 December 2016.
No incident of non-compliance was noted by the Company during this
period.
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BOARD OF DIRECTORS

As at the date of this report, the Board comprises eight Directors as
follows:

Executive Directors

Mr. Huang Yun
Mr. Dai Lifeng (Appointed on 12 April 2016)
Mr. Wu Li Xin (Appointed on 11 November 2016)

Non-executive Directors

Mr. Lu Zefeng (Appointed on 15 December 2016)
Mr. Chung Wai Man (Appointed on 13 February 2017)

Independent Non-executive Directors

Mr. Cheng Chai Fu (Appointed on 9 March 2017)
Mr. Tso Hon Sai Bosco
Mr. Wong Yiu Kit Ernest (Appointed on 1 November 2016)

List of directors and their roles and functions are available on the
websites of Company and The Stock Exchange of Hong Kong Limited
(“Stock Exchange”). Biographical details of the Directors are set out in
the section of “Biographical Details of Directors and Senior Management”
on pages 18 to 23. There are no family or other material relationships
among members of the Board.

The Board meets regularly for reviewing and approving the financial
and operating performance, and considering and approving the overall
strategies and policies of the Company. Apart from the regular board
meetings of the year, the Board also meets on other occasions when a
Board-level decision on a particular matter is required.

During the year ended 31 December 2016, management provides all
members of the Board with monthly updates giving a balanced and
understandable assessment of the Company’s performance, position
and prospects in sufficient detail.

According to code provision A.1.3 of the CG Code, a notice of at least
14 days should be given for a regular board meeting to give all directors
an opportunity to attend. Due to the practical scheduling issues, a
shorter reasonable notice was given to the Directors for a number of
regular meetings held in 2016.

Meanwhile, according to code provision A.6.7 of the CG Code,
independent non-executive Directors and non-executive Directors should
attend general meetings. At the annual general meeting held on 26 May
2016, all the independent non-executive Directors and non-executive
Director were presented to enable the Board to develop a balanced
understanding of the views of the shareholders of the Company, except,
Mr. Leung Siu Hong who was unable to attend due to his other business
commitments.
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The Company will arrange to furnish all Directors with appropriate
information on all general meetings and take all reasonable measures
to arrange the schedule that all Directors can attend the general

26

meetings in order to develop a balanced understanding of the views of

shareholders.

The Board will continue to review the corporate governance status of the
Company from time to time and make any necessary changes to comply

with the CG Code.

The attendance record of each Director at Board meetings, audit
committee meetings, remuneration committee meetings, nomination

BEFREE-F
EEHREEE SR

EXeNEETRRTARANEEERE
o WERERBEZEFHATEEEEATE

—RNETZA=T—HLHF
CERZEEREE  FMZ

committee meetings and general meetings during the year ended 31 EE&€#%  IRRZEESRRBRRRE2HE
December 2016 is set out in the following table: AOERBUR TR
Audit Remuneration Nomination
Committee Committee Committee General
Name of directors Board Meetings Meetings Meetings Meetings Meeting
£ BEzee3  BNZEge8R  FMzZEeSE  RYzegss RExE
(attendance/ total no.  (attendance/ total no.  (attendance/ total no.  (attendance/ total no. ~ (attendance total no.
of meetings held) of meetings held) of meetings held) of meetings held) of meeting held)
(HERE/ (LREA%/ (HiRER%/ (RS (HifERE/
BUeZERE)  BAgALRR)  BAe3ERE)  BAEEENR)  Bhessnd)
Executive Directors #i7EZ
Mr. Huang Yun EERA 44 NAMER NATER N/A MER 17
W Dai Lifeng btk
(appointed on 12 April 2016) (RZT—"FRATZAEZA) 11 N/ATER NATEE NATER 10
M Wu Li in RUMELE
(appointed on 11 November 2016) (RZE-RET-AT-REE() NATER NA R NATiER NATER NATER
Non-executive Directors FHEE
M. Law Fei Shing BEE
(re-designated on 12 Apri 2016) (RZZ-"EMATZRA) 44 NATER NATER NAZREE 1
(resiqned on 15 December 2016) (R=Z-"ETZATRAEM)
Wi Lu Zefeng ERE%E
(appointed on 15 December 2016) (R=F-AE+-RtRAEEM) NATER NA R NA TR NATER NATER
Independent Non-executive Directors ~ BU#&77ZZ
Mr. Tso Hon Sai Bosco B ey 44 33 6/6 66 1
W Leung SiuHong PhERE
(resigned on 9 March 2017) (R=Z-tFZANBEM) 44 23 6/6 6/6 11
M. Chung Wai Man BELE
(resigned on 1 November 2016) (R=F—7~5 - A-B#Ef) 44 33 505 505 11
M. Wong Yiu Kt Emest BRfETE
(appointed on 1 November 2016) (R=F—"F+-F-AEZT) NATEE N/A TR 1 1 NATEE
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All Directors were provided with details of agenda items for decisions
making with reasonable notice and invited to raise any matters in the
agenda of Board Meeting. Directors have access to the advice and
services of the Company Secretary who is responsible for ensuring
that the Board procedures are complied with and advising the Board
on compliance matters. Minutes of Board meetings and meetings of
the Board committees are kept by the company secretary and are
opened for inspection as requested by the Directors. During the year,
the Board was given sufficient time to review and approve minutes of
Board meetings and meetings of Board Committees. The Directors
were also provided with access to independent professional advice,
where necessary, in carrying out their obligations as the Directors of
the Company, at the expense of the Company. Directors who are
considered to have conflict of interests or material interests in the
proposed transactions or issues to be discussed would not be counted
in the quorum of meeting and would abstain from voting on the relevant
resolution.

All Directors assume the responsibilities to the shareholders of the
Company for the well-being and success of the Company. They are
aware of their duties to act in good faith and in the best interests of the
Company.

The Board is responsible for maintaining proper accounting records so
as to enable the Directors to monitor the Company’s overall financial
position. The Board updates shareholders on the operations and
financial position of the Group through, interim and annual results
announcements as well as the publication of timely announcements of
other matters as prescribed by the relevant rules and regulations.

The Company has three independent non-executive Directors, at
least one of whom has appropriate financial management expertise,
in compliance with the Listing Rules. Each of the independent
non-executive Directors has made an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company
is of the view that all independent non-executive Directors meet the
independence guidelines set out in Rule 3.13 of the Listing Rules and
are independent in accordance with the terms of the guidelines.

According to the Company’s articles of association, newly appointed
Directors shall hold office until the next following general meeting and
shall be eligible for re-election at that meeting. Every Director, including
those appointed for a specific term, should be subject to retirement by
rotation at least once every three years.

During the financial year ended 31 December 2016, the Company had
arranged appropriate insurance cover in respect of legal action against
the Directors.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under Code Provision of A.2.1. of the CG Code, the roles of the
chairman of the Company (the “Chairman”) and the chief executive
officer of the Company (the “Chief Executive Officer”) should be
separated and should not be performed by the same individual. The
roles of Chairman and Chief Executive Officer should be separated to
ensure a clear division between the Chairman’s responsibility to manage
the Board and the Chief Executive Officer’s responsibility to manage the
Company’s business. The separation ensures a balance of power and
authority so that power is not concentrated.

During the year ended 31 December 2016, Mr. Wu Li Xin was appointed
as the Chief Executive Officer and his role is to oversee the overall
management of the Company.

During the year ended 31 December 2016, no individual was appointed
as the Chairman. The role of the Chairman has been performed
collectively by all executive Directors of the Company.

The Board considers this arrangement allows contributions from all
Directors with different expertise and is beneficial to the continuity and
implementation of the Company’s policy and strategies and in the
interest of the shareholders of the Company as a whole.

Nevertheless, the Company will continue to look for suitable candidate
to fill the role of the Chairman and will make necessary arrangement
pursuant to the requirement under A.2.1 of the CG Code as and when
necessary.

NON-EXECUTIVE DIRECTORS

Under the code provision A.4.1 of the CG Code, all the non-executive
Directors should be appointed for a specific term, subject to re-
election. Each of the independent non-executive Directors has entered
into a service contract with the Company for a specific term of one
year or three years but subject to termination in certain circumstance
as stipulated in the relevant service contracts. At each annual general
meeting, one third of the Directors for the time being (if their number
is not a multiple of three, then the number nearest to but not less than
one third) will retire from office by rotation provided that every Director
shall be subject to retirement at an annual general meeting at least once
every one year or three years. Any Director appointed to fill a casual
vacancy shall hold office until the first general meeting of members after
his appointment and be subject to re-election at such meeting and any
Director appointed as an addition to the existing board shall hold office
only until the next annual general meeting of the Company and shall then
be eligible for re-election.
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CORPORATE GOVERNANCE FUNCTION

The Board is responsible for performing corporate governance duties
and has adopted the written terms of reference on its corporate
governance functions. The duties of the Board in respect of the
corporate governance functions include:

(i) developing and reviewing the Company’s policies and practices on
corporate governance;

(i) reviewing and monitoring the training and continuous professional
development of the Directors and senior management;

(iiy  reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements;

(iv)  developing, reviewing and monitoring the code of conduct and
compliance manual (if any) applicable to employees and the
Directors; and

(v)  reviewing the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

Since 2016 and up to the date of this report, the Board has performed
the corporate governance duties in accordance with its terms of
reference.

BOARD DIVERSITY POLICY

During the year ended 31 December 2016, the Board adopted a board
diversity policy (the “Policy”) setting out the approach to achieve diversity
on the Board. The Company considered diversity of board members can
be achieved through consideration of a number of aspects, including
but not limited to gender, age, cultural and educational background,
professional experience, skills and knowledge. All Board appointments
will be based on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity on the
Board.

Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, professional experience, skills and knowledge.
The ultimate decision will be made upon the merits and contributions
that the selected candidates will bring to the Board.
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REMUNERATION COMMITTEE

A remuneration committee of the Board was set up on 22 June 2011
(the “Remuneration Committee”) to oversee the remuneration policy
and structure for all Directors and senior management. The terms of
reference is available on the websites of the Company and the Stock
Exchange.

The primary objectives of the Remuneration Committee include
making recommendations to the Board on the remuneration policy and
structure of the Directors and the senior management and determining
the remuneration packages of all Directors and senior management.
The Remuneration Committee is also responsible for ensuring that
no Director or any of his associates will participate in deciding his/
her own remuneration, which will be determined with reference to the
performance of the individual and the Company as well as market
practice and conditions. Members are provided with sufficient resources,
including but not limited to, the access to independent professional
advice, where necessary, in carrying out their obligations, at the expense
of the Company.

The Remuneration Committee held six meetings during the year
ended 31 December 2016 for reviewing the remuneration package
of the Directors and the senior management, assessing performance
of executive Directors, approving the terms of executive Directors’
service contracts and making recommendations to the Board as the
remuneration packages of individual executive Directors and senior
management.

The Remuneration Committee comprises three members as at the date
of this report namely:

Mr. Cheng Chai Fu (Chairman) (Appointed on 9 March 2017)

Mr. Wong Yiu Kit Ernest (Appointed on 1 November 2016) (ceased to
serve as chairman on 9 March 2017)

Mr. Tso Hon Sai Bosco

All of the current members are independent non-executive Directors.
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In addition, pursuant to the code provision B.1.5 of the CG Code, the
annual remuneration of the member of the senior management by band
for the year ended 31 December 2016 is set out below:

AN - BB EEASTRISFANEXEBA5K
SAEEEKERE T —NF+_A=1+—
BIEFE 2 FEHFMIZHWNERHFINT ¢

2016 2015

i It S

Number of Number of

persons persons

AE AH

Above HK$1,000,000 1,000,0008 7T A 4 —
HK$NIl to HK$1,000,000 =& I0E 1,000,000 7T 9 8

NOMINATION COMMITTEE

The Company has established a nomination committee of the
Board on 22 June 2011 (the “Nomination Committee”) for making
recommendations to the Board on appointment of the Directors and
succession planning of the Directors.

The principal duties of the Nomination Committee include reviewing
the Board composition, making recommendations to the Board on
the appointment and succession planning of the Directors, assessing
the independence of the independent non-executive Directors and
reviewing the Policy. Members are provided with access to independent
professional advice, where necessary, in carrying their obligations at the
expense of the Company.

During the financial year ended 31 December 2016, the Nomination
Committee held six meetings. The members reviewed the current
composition of the Board and discussed about the Board restructure
to ensure that it has a balance of expertise, skills and experience
appropriate for the requirements of the business of the Company
pursuant to its terms of reference (available on the websites of the
Company and the Stock Exchange) and the Policy.

During the year ended 31 December 2016, the Company appointed two
executive Directors and one independent non-executive Director, namely
Mr. Dai Lifeng, Mr. Wu Li Xin and Mr. Wong Yiu Kit Ernest, respectively.
The Nomination Committee has reviewed the appointed Directors’
background, including but not limited to independence, gender, age,
cultural and education background, professional experience, skills and
knowledge. The Nomination Committee considered current Board
Composition has achieved the objectives of the Policy.

In accordance with the Company’s Articles of Association, Mr. Dai
Lifeng, Mr. Wu Li Xin, Mr. Lu Zefeng, Mr. Chung Wai Man, Mr. Cheng
Chai Fu and Mr. Wong Yiu Kit Ernest shall retire and are eligible to offer
themselves for re-election at the forthcoming annual general meeting.

REZEE

ARAERZE—FAAA -+ -BRIESF
SREZLZET([RBZEY))  UBERTES
MESENETAERINESSIERHERRES

REZEGZIEZRABRRIEFTSHENR
REFZERBEARRINESTSHFELER
& AHEESETTE R 2B A KRG
HZHEK ZENEEVERERHEBIEXR
& WEITREZEE  BRAAREEE -

REREEREE-_ZT—"F+-_A=1+—H
I BFEERITINACSH - RBZECKER
MEFevEBEARTBABRESTe 2L
% BRESRIFEREESDE (RARAE R
RETABUE AT B ) REIBREBE A ANA R ER
B EEMN - R RS S EEUS T o

REBEEZT—RF+_A=+—HLEFE ' K
REID R EEMBRAITESE R —RBLIEWNTT
BER(AIF LB E - R AERERESL
£) REZECOEMEZIEZEENES &
FRETERBELME - R F#  UEEHEB
EE - FELH - REhN#H  2REEeR
AERSRENEREERZBRNBEE -

RIEBARARZEBERAY BrELEE R
S  BERBSEA - BENEL  BEE
FENERGELEARERERRBFASG LR
EXEERBEREE -

Annual Report 2016
“E-REFRHR

31



32

Corporate Governance Report
TEERBE

The Nomination Committee recommended the re-appointment of the
Directors standing for re-election at the forthcoming annual general
meeting of the Company.

The Nomination Committee comprises three members as at the date of
this report namely:

Mr. Tso Hon Sai Bosco (Chairman)
Mr. Cheng Chai Fu (Appointed on 9 March 2017)
Mr. Wong Yiu Kit Ernest (Appointed on 1 November 2016)

All of the current members are independent non-executive Directors.

AUDIT COMMITTEE

The Company has established an audit committee of the Board on
22 June 2011 (the “Audit Committee”) with written terms of reference
(available on the websites of the Company and the Stock Exchange) that
set out the authorities and duties of the Audit Committee adopted by the
Board. The Audit Committee performs, amongst others, the following
functions:

° reviewing the financial information of the Group;

° reviewing the relationship with and the terms of appointment of the
external auditors; and

° overseeing the Company’s financial reporting system, internal
control system and risk management system.

The Audit Committee is given sufficient resources to oversee the internal
control system of the Group, reports to the Board on any material issues,
and makes recommendations to the Board. During the year under
review, the Audit Committee reviewed the Group’s annual results and
annual report for the year ended 31 December 2016, the accounting
principles and policies adopted by the Group, the financial reporting
and compliance procedures, the Company’s internal control and risk
management systems and processes, and the re-appointment of the
external auditors.

The Audit Committee held three meetings during the year ended 31
December 2016.
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The Audit Committee comprises three members as at the date of this
report namely:

Mr. Wong Yiu Kit Ernest (Chairman) (Appointed on 1 November 2016
and re-designated as Chairman of Audit Committee from Chairman of
Remuneration Committee on 9 March 2017)

Mr. Tso Hon Sai Bosco
Mr Cheng Chai Fu (Appointed on 9 March 2017)

All the members are independent non-executive Directors. None of the
members of the Audit Committee is a former partner of the Company’s
existing external auditors.

INTERNAL CONTROLS AND RISK MANAGEMENT

The Board has overall responsibility for evaluating and determining the
nature and extent of the risks it is willing to take in achieving the Group’s
strategic objectives, maintaining sound systems of risk management and
internal controls and reviewing their effectiveness to safeguard interests
of the Group as a whole. However, such systems are designed to
manage the Group’s risks within an acceptable risk profile, rather than to
eliminate the risk of failure to achieve business objectives of the Group,
they can only provide reasonable assurance but not absolute assurance
against material misstatement or loss.

The Board has established an on-going process for identifying,
evaluating and managing the significant risks faced by the Group. This
process includes enhancing the systems of risk management and
internal control in view of the changes to the business environment or
regulatory guidelines.

Management assists the Board in the implementation of the Group’s
policies, procedures and controls by identifying and assessing the
risks faced, and in the design, operation and monitoring of suitable
internal controls to mitigate and control these risks. The adequacy and
effectiveness of the systems of risk management and internal controls
of the Group are annually reviewed by the Board. The review covers all
material controls including financial, operational and compliance controls
as well as the process for the identification, evaluation and management
of the significant risks faced by the Company and the Group. The Board
also reviews the adequacy of resources, employees’ qualifications
and experience, their training programmes, and budget of the Group’s
accounting, internal audit and financial reporting functions.
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HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

For the purposes of handling and disseminating inside information
in accordance with the Listing Rules and the Securities and Futures
Ordinance (Cap 571 of the Laws of Hong Kong), the Company has
in place a policy on handling and dissemination of inside information
(“Policy”) which sets out the procedures and internal controls for handling
and dissemination of inside information in a timely manner in such a way
S0 as not to place any person in a privileged dealing position and to allow
time for the market to price the listed securities of the Company with the
latest available information. This Policy also provides guidelines to staff of
the Company to ensure proper safeguards exist to prevent the Company
from breaching the statutory disclosure requirements. It also includes
appropriate internal control and reporting systems to identify and assess
potential inside information. Dissemination of inside information of the
Company shall be conducted by publishing the relevant information on
the websites of the Stock Exchange and the Company, according to the
requirements of the Listing Rules.

EXTERNAL AUDITOR AND AUDITORS’
REMUNERATION

The statement of the external auditor of the Company on their reporting
responsibilities and opinion on the Group’s financial statements for
the year ended 31 December 2016 is set out in the section headed
“Independent Auditor’s Report” in this annual report.

The Audit Committee is responsible for considering the appointment of
the external auditor and reviewing any non-audit functions performed by
the external auditor, including whether such non-audit functions could
lead to any potential material adverse effect on the Company.

During the year ended 31 December 2016, the Group has incurred an
aggregate fee of approximately HK$1,550,000 to the external auditor.
In which, the amount of approximately HK$1,000,000 was paid for the
audit purposes and HK$550,000 was paid for non-audit purposes, the
non-audit services mainly consist of consulting services in relation to the
environmental, social and governance reporting, risk assessment and
review on financing reporting procedures and internal control system.

DIRECTORS’ RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the financial
statements for each financial year which gives a true and fair view. In
preparing the financial statements, appropriate accounting policies and
standards are selected and applied consistently.
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COMPANY SECRETARY

The company secretary is responsible for ensuring that the Board
procedures are followed and facilitating communications among the
Directors as well as with shareholders and management.

On 1 November 2016, Mr. Mui Chi Hung (“Mr. Mui”) resigned as the
company secretary and Mr. Chung Wai Man was appointed as the
company secretary.

On 13 February 2017, Mr. Chung Wai Man resigned as the company
secretary and Mr. Chung Tin Yan was appointed as the company
secretary.

During 2016, Mr. Mui, Mr. Chung Wai Man and Mr. Chung Tin Yan
have attended relevant professional training to update their skills and
knowledge. They met the training requirements as required under Rule
3.29 of the Listing Rules.

INVESTOR RELATIONS

The Company believes that maintaining a high level of transparency is a
key to enhance investor relations. It is committed to a policy of open and
timely disclosure of corporate information to its shareholders and the
public.

The Company updates its shareholders on its latest business
developments and financial performance through its annual and interim
reports.

The website of the Company (www.legend-strategy.com) has provided
an effective communication platform to the public and the shareholders.

SIGNIFICANT CHANGES IN CONSTITUTIONAL
DOCUMENT

The Company has not made any change to its constitutional documents
during the year ended 31 December 2016. A consolidated version of
the Company’s constitutional documents is available on the Company’s
website and the website of the Stock Exchange.
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INDUCTION AND CONTINUING PROFESSIONAL
DEVELOPMENT

Each newly appointed Director receives a formal, comprehensive
and tailored induction on the first occasion of his/her appointment to
ensure appropriate understanding of the business and operations of the
Company and full awareness of Director’s responsibilities and obligations
under the Listing Rules and relevant statutory requirements.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has continuously provided relevant training materials to the
Directors. Directors participated in continuous development relating to
their roles, functions and duties of a listed company director or further
enhancement of their professional development by the way of attending
training courses or reading relevant materials. All Directors had provided
the Company their training records for the year under review. The
Directors and officers are indemnified under a Directors’ and officers’
liability insurance against any liability incurred by them in discharge
of their duties while holding office as the Directors and officers of the
Company. The Directors and officers shall not be indemnified where
there is any fraud, breach of duty or breach of trust proven against them.
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Attending Reading regulatory
Directors Seminar(s) updates
FEEERE
2= R HEFHER
Mr. Huang Yun B5ESE v v/
Mr. Dai Lifeng BIE A v/ v/
Mr. Wu Li Xin RIFkE v v
Mr. Lu Zefeng FEEIE 5 A& v v/
Mr. Law Fei Shing ZEIE ST A v/ e
Mr. Chung Wai Man EENX A v/ v
Mr. Tso Hon Sai Bosco BEBELLE v/ v/
Mr. Leung Siu Hong PIKER A v v/
Mr. Wong Yiu Kit Ernest EIRG A v/ v
SHAREHOLDER COMMUNICATION BERRZBE
The Company has adopted a shareholders communication policy with N2 & B ERABLAR 5B 2 IR - EERARE

objectives to provide our shareholders with detailed information about
the Company so that they can exercise their rights as shareholders
in an informed manner. The Company would review the shareholders
communication policy on a regular basis.
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The Company uses a range of communication tools to ensure its
shareholders are kept well informed of key business imperatives,
including annual general meeting, annual report, various notices,
announcements and circulars. Procedures for demanding a poll have
been included in circulars accompanying notice convening a general
meeting and such procedures have been read out by the chairman of
the general meeting. The annual general meeting and other general
meetings of the Company are primary forum for communication
between the Company and its shareholders. The Company shall provide
shareholders with relevant information on the resolution(s) proposed
at a general meeting in a timely manner in accordance with the Listing
Rules. The information provided shall be reasonably necessary to
enable shareholders to make an informed decision on the proposed
resolution(s). At the annual general meeting held on 26 May 2016 (the
“2016 AGM”), a separate resolution was proposed by the chairman in
respect of each separate issue, including re-election of the Directors.

At the 2016 AGM, the executive Directors, the chairmen of the Audit,
Remuneration and Nomination Committees and representatives from
the auditor of the Company, ZhongHui Anda CPA Limited, were present
for questions from shareholders. There was one general meeting held
during the year ended 31 December 2016.

PROCEDURES FOR SHAREHOLDERS TO
CONVENE AN EXTRAORDINARY GENERAL
MEETING

There are no provisions allowing shareholders to propose new
resolutions at the general meetings under the Cayman Islands
Companies Law (2012 Revision). However, shareholders are requested
to follow article 58 of the Articles of Association of the Company, general
meetings shall be convened on the written requisition of any one or
more members 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 secretary to the Company,
to require an extraordinary general meeting to be called by the Board for
the transaction of any business specified in such requisition; and such
meeting shall be held within two (2) months after the deposit of such
requisition. If within twenty-one (21) days of such deposit the Board fails
to 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.
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PROCEDURES FOR SHAREHOLDERS TO
PROPOSE A PERSON FOR ELECTION AS A
DIRECTOR

The provisions for a shareholder to propose a person for election as a
Director of the Company are laid down under article 85 of the Company’s
Articles of Association. No person other than a Director retiring at the
meeting shall, unless recommended by the Board for election, be eligible
for election to the office of Director at any general meeting unless a
notice in writing of the intention to propose such person for election
as a Director, signed by a shareholder (other than the person to be
proposed for election as a Director) duly qualified to attend and vote at
the meeting for which such notice is given, and a notice in writing signed
by such person of his willingness to be elected shall have been lodged
at the head office or at the Registration Office. The minimum length of
the period during which such notices are given shall be at least seven
(7) days and the period for lodgment of such notices shall commence
no earlier than the day after the dispatch of the notice of the general
meeting appointed for such election and end no later than seven (7)
days prior to the date of such general meeting. Detailed procedures for
shareholders to propose a person for election as a Director are available
on the Company’s website.

PROCEDURES FOR SENDING ENQUIRIES TO
THE BOARD

Shareholders may send written enquiries to the Company, for the
attention of the company secretary, by email: info@lIsih.com.hk, or mail
to Room 3006-10, 30/F., China Resources Building, 26 Harbour Road,
Wanchai, Hong Kong.

INFORMATION DISCLOSURE

The Company discloses information in compliance with the Listing Rules,
and publishes periodic reports and announcements to the public in
accordance with the relevant laws and regulations. The primary focus of
the Company is to ensure information disclosure is timely, fair, accurate,
truthful and complete, thereby enabling shareholders, investors as well
as the public to make rational and informed decisions.

CONCLUSION

The Company believes that good corporate governance could ensure
an effective distribution of the resources and shareholders’ interests. The
senior management will continue endeavors in maintaining, enhancing
and increasing the Group’s corporate governance level and quality.
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Environmental, Social and Governance Report

RIE 8 REBRS

The Group hereby presents this Environmental, Social and Governance
report (“ESG report”) for the year ended 31 December 2016, in order to
comply with the requirements set forth in Appendix 27 Environmental,
Social and Governance (“ESG”) Reporting Guide of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “ESG Guide”). This covers the environmental and social performance
of the core business of the Group in the PRC during 1 January 2016 to
31 December 2016 (the “Year”).

The Board is responsible for our ESG strategy and reporting including
evaluating and determining our ESG-related risks and ensuring that
appropriate and effective ESG risk management and internal control
systems are in place. We have engaged to identify relevant ESG
issues and to assess their materiality to our business as well as our
stakeholders, through reviewing our Group’s operations and holding
internal discussions. Our management has provided a confirmation to
the Board on the effectiveness of our ESG risk management and internal
control systems. Pursuant to the general disclosure requirements of the
ESG Guide, disclosures relating to the material ESG issues identified
have been included in this ESG Report which aims to provide a balanced
representation of our Group’s ESG performance in the environmental
and social areas, and covers our Group’s operations.

EMISSIONS

Our Group is principally engaged in budget hotel operations and hence
the emission relating to air and greenhouse gas emissions, discharges
into the water and land, as well as generation of hazardous and non-
hazardous waste are minimal in the Year.

During the Year, the major greenhouse gases emissions of the Group
were the greenhouse gases generated from the electricity consumed
and the paper waste disposed at landfills. In order to minimize the
energy consumed and paper waste, various sustainable development
measures have been enforced to address environmental responsibilities
within normal operating procedures, including but not limited to (i)
compact fluorescent lamp were installed; (i) staff were encouraged to
switch off the electronic devices, lights and air-conditioners after the use
of a room or leaving office for a period of time such as lunch hour; (i)
approximately 50 air-conditioners with low efficiency or malfunction were
replaced in the Year 2016; (iv) refrigerators was kept away from sunlight;
and (v) staff were encouraged to print only when necessary and use
recycle papers for printing.

BRAEREHERIMERATES LA
e —+tR%E e kER(RE LBk
B3R WmEESI(TRE - L2 RERIES D)
FIsMRTE  AEEZRE2NNEBE_ZT— &
+TZA=+—BLEFEZARRE - Zi/'\&a/n

WMETRE LS RERBE]D - $#|?z
EXEEN_ZT—XRFEF—HA—HB=&2— /\'E!E

TZA=+—BHERMTARFE]DRF I’f%u%
BERT ML ERE -

EF2RARMHIRE %i@&%:)é%ﬁk&ﬁ
& BREMEMEERER L REARAR
R UHRROREELEREMNRE HER
BRRREERABEZERS - HFIRER
WA AREEEE R BITREE W - AR A

MRS HENERFEMTHEEEELER
PMEBRFENPENEERE - EEEBEHIR
B onegkEaRREEMAREZRENE

AZ HEREFSFELER - RERE  HERE
RESIN—REEMRTE  ARSERNEKNR
B HEehELREENRESFHDHALR
B HeRkERmE  EERTFENRRIZS
AEBEETRE  HEREBRZRR -

23587

AEEBTENRFLBIAELE  BERAF
B WEBAZRHERY BRERBHR W
KRB A REE R EREZREY) -

RAFE  AEENFEREREIEHRAE
TEREREERZEENER - AR R LR
SHAENMEM  AEECREE TAIFESER
M EAEKEBEPAERRET  2FEE
TR ZEETEEE : (BB T EFERER
FBRBERRAE —BRRE (MTERR) KB
BTRE  BREEHA: (IR RNFFH
4950 R sk HIR MR =58 ¢ (v) KAEEEE R
FRE R (V)ERE T{EN BT ENIF A
BALKITE ©

Annual Report 2016
—NFEFR

39



40

Environmental, Social and Governance Report

RIS - aERERHE

No hazardous waste is generated from the operations of hotel business.
Non-hazardous waste generated from the operations is mainly office
and hotel room consumables. The hotel staff has promoted source
separation of waste such as cartons and plastic bottles are placed
in certain areas assigned to recycled suppliers for collection. For the
hotel consumables such as cans and used plastic bottles of water, the
employees are encouraged to separate for recycling activities.

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact relating to air and
greenhouse gas emissions, discharges into water and land, generation
of hazardous and non-hazardous waste of the Group during the
reporting period.

No significant fines or non-monetary sanctions for non-compliance is
incurred during the reporting period.

USE OF RESOURCES

The Group is committed to minimising the impact of business
activities on the environment, and supporting environmental protection
programmes. In particular, a number of initiatives designed to conserve
resources were introduced to promote employee awareness to achieve
efficient utilisation of resources.

As mentioned in the above “Emission” section, the Group has a series
of policies and procedures to minimise the electricity used by the
employees. In order to increase the electricity consumption efficiency,
approximately 50 new air-conditioners and a number of compact
fluorescent lamp were installed in the Year, Solar water heaters and heat
pumps have been installed to generate daily hot water supply in order to
reduce gas or electricity consumption. In addition, shower sprinklers with
low water pressure were installed in all bathroom rooms of the hotels to
reduce water consumption and water intensity.

As the Group is principally engaged in budget hotel operations, only
minimal packing material was used in the Year.
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THE ENVIRONMENT AND NATURAL RESOURCES

The 12th National People’s Congress adopted the Outline of the 13th
Five-Year Plan for National Economic and Social Development of the
People’s Republic of China (the “13th Five-Year Plan”) which emphasise
“Green Development”, enhancing the construction of ecological
civilisation of the PRC.

On 31 August 2016, approved by the State Council, the People’s
Bank of China, Ministry of Finance, National Development and Reform
Commission, Ministry of Environmental Protection, China Banking
Regulatory Commission, China Securities Regulatory Commission,
China Insurance Regulatory Commission jointly issued “Guidelines for
Establishing the Green Financial System”.

The Group seeks to work toward environment best practice and the
above green direction mentioned in 13th Five-Year Plan of PRC. This
involves careful consideration of various sustainable development
measures as mentioned in “Emission” section and green procurement
within the value chain to minimise the environment impact in the hotel
operations. In addition, green messages and practical tips for source
separation of waste and enhancing the efficiency of hotel facilities are
regularly circulated amongst the employees to achieve environmental
sustainability.

The impact on the environment and natural business from the hotel
operations of the Group in PRC is minimal in the Year.

EMPLOYMENT

The Group places a significant emphasis on developing human
capital and provides competitive remuneration and welfare packages.
Promotion opportunities and salary adjustments are benchmarked
against individual performance. Employees are entitled to benefits such
as annual leave, sick leave, maternity leave, marriage leave, funeral leave
and medical coverage in accordance with local regulations.

The Group emphasis on equal opportunities for all personnel in respect
of hiring, pay rates, training and development, promotion and other
terms of employment. The Group is committed to providing a work
environment free from any form of discrimination on the basis of ethnicity,
gender, religion, age, disability or sexual orientation.

The Group has a wide diversity of cultures including the employees
with different genders, ages, skills, educational backgrounds, industry
experiences and other qualifications in order to achieve the most suitable
composition and balance.
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The Group has enhanced its employee handbook with effective from
January 2015 which is applicable for all three leased-and-operated
hotels of the Group. Such employee handbook is developed in
accordance with the Labour Law and has distributed to all employees
since they commenced working for the Group.

The remuneration and position of the employees of the Group will
be adjusted which are based on the appraisal of individual working
performance and efficiency. Monthly, quarterly, semi-annually and
annually bonus are based on the performance appraisal and operating
results.

Treatment of employee’s misconduct must be fair and reasonable in
all of the circumstances. Misconduct may lead to a warning, and more
serious misconduct may lead to a dismissal. Any acts of misconduct are
to be reported to the human resources and administration department.
In Year 2016, no incident of serious misconduct was identified.

Employees’ wages, overtime payments and related benefits are made
not less than the local government’s minimum requirements. The normal
working hours for general employees are normally 8 hours a day and 40
hours a week. Integrated computation of working hours is implemented
with reference to the requirements of the Labour Law.

The Group is not aware of any material non-compliance with the
relevant laws and regulations that have a significant impact relating to
compensation and dismissal, recruitment and promotion, working hours,
rest periods, equal opportunity, diversity, anti-discrimination and other
benefits and welfare during the reporting period.

No non-compliance with law that resulted in significant fines or sanctions
identified during the reporting period.

HEALTH AND SAFETY

The Group adopts non-discriminatory employment practices and
provides a healthy and safe workplace. All employees are strictly
required to follow the operating procedures, which include but not
limited to (i) pay attention to whether there is a dangerous work situation,
if found, should immediately report to the superior; (i) use both hands
to handle the carts; (iii) use a ladder or chair to take items from a
height or ask for colleagues to help; (iv) erase the slippery or oily work
areas immediately in order to prevent slipping; (v) do not use damaged
machines or appliances to avoid accidents; (vi) maintain a variety of tools
and equipment safety; and (vii) strictly enforce the industry norms and
profession operation.
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Smoking is prohibited in all indoor areas of the office. First aid, fire
extinguishing, evacuation, leakage and escape exercises are regularly
performed. Two fire drills were conducted in the Year in our Nanshan
Hotel, of which the most recent one was conducted on 28 September
2016.

In July 2016, FIIME LR EHRTENZESIF L randomly selected 14
rooms in Nanshan hotel to conduct testing of coliform, carbon dioxide,
total bacteria, carbon monoxide and luminance. No irregularity was
found as stated in the inspection report.

For electrical works, the Group has employed electrical technicians who
have valid licenses granted by relevant government officials.

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact relating to providing a
safe working environment and protecting employees from occupational
hazards on the Group during the reporting period.

No non-compliance with law that resulted in significant fines or sanctions
identified during the reporting period.

DEVELOPMENT AND TRAINING

The Group has committed to provide on-the-job education and training
of its employees in order to enhance their knowledge and skills. All
employees are encouraged to enhance their skills and knowledge at
every opportunity in order to perform their current job more efficiently and
effectively and to be better prepared for career opportunities which may
arise. During the Year for our hotel operations, quarterly training courses
were provided to the employees including but not limited to customer
check-in and check-out procedures, room services techniques,
disinfection techniques for hotel rooms, fire safety, handling customers’
complaints, handling of items left behind by customers. The employees
participated actively in the training courses. For certain external training
courses recommended by the Group, such fee of training courses
are borne by the Group in accordance with the specific guidelines for
reimbursement stated in the employee handbook.

For recreation activities, the Group often organizes a variety of
physical and mental health or sports activities, such as various sports
competitions, outdoor picnic and employees’ birthday party.
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LABOUR STANDARDS

The Group fully understand that the exploitation of child and forced
labour are universally condemned, and therefore take the responsibility
against child and forced labour very seriously. The Group comply with
all laws and regulations against child labour and forced labour strictly for
the three leased-and-operated hotels.

For entry registration, all employees must present valid documents and
copies to the Group as follows: (i) identity card, academic proof such
as diploma or degree certificate, title certificate, vocational qualification
certificate, English grade certificate; (i) social security card; (i) medical
or health certificate; (iv) recent photos; and (v) other relevant information
and documents required by the Group. The above procedures can
ensure no child labour will be employed in the hotel operations.

All Employees are entitled to have sick leave, injury leave and maternity
leave with medical proof in accordance with the Labour Law. In addition,
all employees work normally 8 hour daily and are not encouraged to
work overtime. The compensation for overtime work is in accordance
with the provisions of Labour Law.

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact relating to preventing
child or forced labour on the Group during the reporting period.

No non-compliance with law that resulted in significant fines or sanctions
identified during the reporting period.

SUPPLY CHAIN MANAGEMENT

The Group has set up strict supply chain management system to ensure
high quality of service to our hotel customers. Specific attentions have
been paid to promote the health and safety consumables and services
of all three hotels.

The Group adheres to the principle of transparency and implement the
values of honesty, integrity and fairness in the supply chain management.
When selecting suppliers, the Group takes into account factors such as
quality of services and products, past performance and reputation of
the suppliers. When dealing with suppliers of goods and services, the
approval procedures are in place to ensure that supplier engagements
are monitored and approved by the appropriate level of management.
The Group expects major suppliers to observe the same environmental,
social, health and safety and governance policies in their operating
practices as those adopted by the Group.
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The major suppliers for hotel operations are supply of bottles of water,
washing of bed linings and pest control. For drinking water provided to
customers, the Group places orders to acquire bottles of water for a
well-known brand which has a series of green production procedures.
For washing of bed linings, the Group requires the supplier to provide
hygiene license and environmental protection certificate prior to place
any orders. For pest control, the Group requires the supplier to use pest
control materials or consumables which fulfil the required standards of
local laws and regulations.

PRODUCT RESPONSIBILITY

A high priority for the Group is to ensure customer satisfaction in terms
of our products and services. Strenuous efforts are made to ensure
compliance with the laws and regulations relating to product health
and safety, advertising, labelling and privacy matters of the jurisdictions
in which we operate. The Group requires its employees to comply
with applicable governmental and regulatory laws, rules, codes and
regulations.

The Group deal with lots of private and confidential information of its
hotel customers. Hence, the Group has set up strict code of conduct
requirements for their employees. In addition, the employees are required
to maintain all reasonable methods to safeguard the information of the
Group and the customers as stated in employee handbook and working
practices.

As mentioned above, smoking is prohibited in all indoor areas of the
operational hotels. First aid, fire extinguishing, evacuation, leakage and
escape exercises are regularly performed. Daily hotel room cleaning
services and regularly hygiene inspection are maintained from time
to time. If a customer complains on initially assigned hotel room, the
front line staff will arrange another hotel room until it is satisfied by the
customer.

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact relating to health and
safety, advertising, labelling and privacy matters relating to products
and services provided and methods of redress on the Group during the
reporting period.

No non-compliance with law that resulted in significant fines or sanctions
identified during the reporting period.
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Environmental, Social and Governance Report

RIS - aERERHE

ANTI-CORRUPTION

Corruption, bribery or fraud in any form is strictly prohibited. The
Group’s anti-corruption policies set out standards of conduct to which
all employees are required to adhere in order to promote the integrity
environment in the workplace. Any employee is prohibited to give and
accept of advantages, by using the excuse of work or the authority
granted from the Group. The advantages include but not limited to
money, gifts, loans, rewards, contracts, services and entertainment.

All employees are required to strictly follow the guidelines stated in the
employee handbook, which include but not limited to (i) protection of
customer information, business decision and private documents; (ii)
report and contribute to the Group for any gifts, commission, rebate
which have material value; (jii) prohibit to use the name or authority of
the Group for personal benefit; and (iv) prohibit to negotiate business
separately such as signing of contract, purchase of equipment or goods
without obtain approval from relevant superiors.

The Group encourages the reporting of dishonest acts by the
employees. The human resources department may terminate the
employment contract with the employee who carries out dishonest
acts. The content of the complaint should be clear to the fact that it is
forbidden to fabricate the facts without any factual basis or vent their
anger. The criteria for a valid complaint includes (i) the individual is
unfairly treated which relevant superior handling of the problem is not fair,
abuse of power or combat retaliation; and (i) the behaviour of individual
is damage to the interests of the Group. All employees can raise their
complaint by putting a written letter into to a complaint box located at
reception of the hotel, by mail to human resources department or even
by verbal presentation.

The Group is not aware of any material non-compliance with the relevant
laws and regulations that have a significant impact relating to health and
safety, advertising, labelling and privacy matters relating to products
and services provided and methods of redress on the Group during the
reporting period.

No non-compliance with law that resulted in significant fines or sanctions
identified during the reporting period.
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COMMUNITY INVESTMENT

The Group always seeks to be a positive force in the communities in
which it operates and maintains close commmunications and interactions
with the communities in order to contribute to local development from
time to time.

As a global responsible citizen, the Group strives to improve the image
and society responsibility through community investment. All employees
of the Group are encouraged to participate their own initiatives on
helping and supporting the local communities and neighbours.
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Report of the Directors

EEEHE

The directors of the Company (the “Directors”) are pleased to submit
their report together with the audited consolidated financial statements
of the Company, and its subsidiaries (collectively the “Group”) for the
year ended 31 December 2016.

BUSINESS REVIEW

Details of business review are set out in the section of “Management
Discussion and Analysis” on pages 8 to 17.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group
is principally engaged in the budget hotel operations in the People’s
Republic of China (the “PRC”).

SEGMENT INFORMATION

An analysis of the Group’s performance for the year by business
segments is set out in Note 7 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2016 are set
out in the consolidated financial statements on page 60 of this annual
report. The Directors do not recommend payment of any dividend in
respect of the year ended 31 December 2016.

PROPERTY, PLANT AND EQUIPMENT

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

PROPERTIES

The Group did not own any major property or property interests as at 31
December 2016.

SHARE CAPITAL

Details of the movements in the Company’s share capital during the year
are set out in Note 24 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company’s reserves available for
distribution to shareholders comprising share premium account plus
retained losses, amounted to approximately HK$20.5 million.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

ARAEZR(EF]) MAZREBEARLAR
ANEMBAR (SR I AKEDBEE-F—X

F+ZA=1+—RLFENEEZEAMBR
%o

E 3 E)-

S BB ERREBE17
WRAIT| 85 -

FEXHK

ARBAZEBEHRRELER - AREXER
hEARKME ([HE ] RELELTBIER

BZzEEER

FERKRE

AEEHZE_T-R"F+_A=1t—HILFE
WEREHNAFRECOB ZEAMBHRER - &
ETEBRNBEE_T—R"F+-_A=1+—H
IFFEZEF[IRE -

ME - BERRE

KEIZ%% B E KR ER AN FENEB
BRI AR B M mAMTE16

JES
RZE—RF+ZA=+—8 ' xXEEWLET

BES:-2YESEYE S Sl

EEN

ARABARKEENRDHERARGA
HEFE24 -

A ki

RZZE—RF+_A=+—H ARQFAHEHD
IR FIRE 2 HERER DR ERINREEISE
) E205BBETT °



RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in Note 27 to the consolidated financial
statements and in the consolidated statement of changes in the equity
on page 63 respectively.

PRE-EMPTIVE RIGHTS

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

MAJOR CUSTOMERS AND SUPPLIERS

The diversity and nature of the Group’s activities are such that the
percentage of sales attributes to the Group’s five largest customers
contributed approximately 36.2% of the total and the Directors do not
consider any one customer to be influential to the Group.

The main suppliers of the Group comprise of suppliers of disposable
amenities, bed linings cleaning, laundry services, supply of bottles of
water and pest control. For the financial year ended 31 December
2016, the Group’s five largest suppliers in aggregate accounted
for approximately 78.0% (2015: 83.2%) of the total purchases and
purchases from the largest supplier accounted for approximately 30.3%
(2015: 31.1%) of total purchases.

None of the Directors, their associates or any shareholders of the
Company (which, to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any interest in the
Group’s five largest customers and suppliers during the financial year
ended 31 December 2016.

BANK LOANS AND OTHER BORROWINGS

The Group did not have any outstanding bank loans as at 31 December
2016 (2015: Nil).

INTEREST CAPITALISATION

The Group had HK$95,973 capitalised interest during the year ended 31
December 2016 (2015: Nil).

GROUP FINANCIAL SUMMARY

A summary of the results of the Group for year ended 31 December
2016 is set out on page 120 of this annual report.
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Report of the Directors

EEEHE

DIRECTORS

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

Executive Directors:

Mr. Huang Yun
Mr. Dai Lifeng (Appointed on 12 April 2016)
Mr. Wu Li Xin (Appointed on 11 November 2016)

Non-executive Directors

Mr. Lu Zefeng (Appointed on 15 December 2016)

Mr. Law Fei Shing (Re-designated from Executive Director
on 12 April 2016 and resigned on
15 December 2016)

Mr. Chung Wai Man (Appointed on 13 February 2017)

Independent Non-executive Directors

Mr. Cheng Chai Fu (Appointed on 9 March 2017)

Mr. Tso Hon Sai Bosco

Mr. Wong Yiu Kit Ernest (Appointed on 1 November 2016)
Mr. Chung Wai Man (Resigned on 1 November 2016)

Mr. Leung Siu Hong (Resigned on 9 March 2017)

Mr. Law Fei Shing was re-designated from an executive Director to a
non-executive Director on 12 April 2016. He further resigned as an non-
executive Director on 15 December 2016. On 1 November 2016, Mr.
Chung Wai Man was re-designated from an independent non-executive
Director to the chief financial officer of the Company; he was further re-
designated to a non-executive Director on 13 February 2017. Mr. Leung
Siu Hong resigned from an independent non-executive Director on 9
March 2017. Mr. Law Fei Shing and Mr. Leung Siu Hong have confirmed
that they have no disagreement with the Board and they are not aware
of any matter regarding their resignation that need to be brought to the
attention of the shareholders of the Company. The Board would like to
express its sincere gratitude to Mr. Law Fei Shing and Mr. Leung Siu
Hong for their valuable contributions to the Company during their tenure
of office.

The terms of office of each Director are subject to retirement by rotation
in accordance with the Company’s Articles of Association.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors of the Company and the senior
management of the Group are set out from pages 18 to 23 of this annual
report.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the 2016 AGM
has a service contract with the Company which is not determinable
within one year without payment of compensation, other than statutory
compensation.

TERMS OF OFFICE FOR THE INDEPENDENT
NON-EXECUTIVE DIRECTORS

All the independent non-executive Directors were appointed for a
specific term of one year to three years, but subject to the relevant
provisions of the Articles of Associations or any other applicable laws
whereby the directors shall vacate or retire from their office.

EMOLUMENTS OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors of the Company and the
five highest paid individuals of the Group are set out in Note 9 to the
consolidated financial statements, respectively. Remuneration packages
of the Directors are recommended by the Remuneration Committee and
approved by the Board.

DIRECTORS AND CONTROLLING
SHAREHOLDER'’S INTERESTS IN CONTRACTS
OF SIGNIFICANCE

No Director or controlling shareholder of the company had a material
interest, either directly or indirectly, in any contract of significance to the
business of the Group to which the Company or any of its subsidiaries
was a party during the year ended 31 December 2016.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTEREST AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY

As at 31 December 2016, none of the Directors or chief executive of
the Company or their associates had any interests and short positions
in any shares, underlying shares or debentures of the Company or any
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which each of them
has taken or deemed to have taken under the provisions of the SFO); or
which were required, pursuant to section 352 of the SFO, to be entered
into the register referred to therein; or which were required, pursuant to
Appendix 10 of the Listing Rules, to be notified to the Company and the
Stock Exchange.
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Report of the Directors

EEEHE

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

As at 31 December 2016, so far as is known to the Directors, the
following persons, (not being Directors or chief executive of the
Company) had, or were deemed to have, interests or short position in
the Shares or underlying Shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO; or who is directly or indirectly, to be interested in 5% or more of the
nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any member of the Group.

HREFAH R-T—R"F+-_A=+—8"
ATAL(AHFARRREFXRETEZTHRAE)R
Bty BRI R R KBRS EEREES
REAEGOIEXVEE 2 REID MR AMRA
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BB AT E B R TR AR EEAKE AR
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S 5% S bA FEYRER o

Percentage of

Name Capacity Number of shares Shareholding
#H 514 ik | RETD L
China Medical Overseas Limited Beneficial owner 201,503,082 51.20%
(formerly known as China Angel E#=#EA A
Investments Holding Limited)
(Note 1)
HhEEREFINER A A (AT
PRI EERBRAR])
(P&E1)
Ding Yifan (Note 1) Interest in a controlled 201,503,082 51.20%
corporation
T—L(fFE1) AR BIEE 2 s
Central China Person having a security 201,503,082 51.20%
International Investment interest in Shares
Company Limited (Note 2)
FMNERIEERRAR (HFE2) RROBEREFEEZIALT
Central China Securities Co. Ltd.  Interest in a controlled 201,503,082 51.20%
(Note 2) corporation
PREFROBERAT (HFE2) AXEHNEE 2 #ER
Central China International Financial Interest in a controlled 201,503,082 51.20%
Holdings Company Limited corporation
(Note 2)
IR @ BT BR A R REIESER 2
(fF7E2)
Lyu Na (Note 3) Interest of spouse 201,503,082 51.20%
= 48 (P EE3) BoiB i s
Sheng Yuan Asset Investment manager 53,978,494 13.72%
Management Limited (Note 4)
BREETEARAR (Mizd4) RELE
Kwan Man Cheuk Beneficial owner 31,556,071 8.02%

BAX 1=

EDEEA

Legend Strategy International Holdings Group Company Limited

hEBREEZERERL T



Note 1: China Medical Overseas Limited is owned by Mr. Ding Yifan and Mr.
Huang Yun as to 90% and 10% equity interest respectively. Mr. Ding Yifan
was therefore deemed to be interested in the 201,503,082 shares which
China Medical Overseas Limited is interested (within the meaning of Part
XV of the SFO).

Note 2: As at 31 December 2016, the 201,503,082 shares were subject to a
share charge executed by China Medical Overseas Limited (as charger)
in favour of Central China International Investment Company Limited (as
chargee).

Note 3: Lyu Na, spouse of Mr. Ding Yifan, was deemed to be interested in the
201,503,082 shares in which Mr. Ding Yifan is interested (within the
meaning of Part XV of the SFO).

Note 4: As at 14 June 2016, Sheng Yuan Asset Management Limited being an
investment manager subscribed for certain interests in the Bonds which
are convertible to 53,978,494 shares in the Company.

Save as disclosed above, as at 31 December 2016, the Directors were
not aware of any person (other than the Directors as disclosed in the
paragraph headed “Directors’ and Chief Executive’s Interest and Short
Positions in Shares, Underlying Shares and Debentures of the Company”
above) who had, or deemed to have, interests or short positions in the
shares, underlying shares or debentures of the Company which would
fall to be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO or who were directly or indirectly interested
in 5 % or more of the nominal value of any class of share capital carrying
rights to vote in all circumstance at general meetings of any member of
the Group.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

For the year ended 31 December 2016 and up to the date of this report,
the Directors are not aware of any business or interest of the Directors,
the management of the Company and their respective associates (as
defined under the Listing Rules) that compete or may compete with the
business of the Group and any other conflict of interest which any such
person has or may have with the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

There is no contract of significance to which the Company or any of its
subsidiaries and the Controlling Shareholders of the Company or any
of its subsidiaries was a party and in which the Directors had a material
interest, whether directly or indirectly, subsisted at the end of the year or
at any time during the year.
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Report of the Directors

EEEHE

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its subsidiaries a
party to any arrangements to enable the Directors to acquire benefits by
means of the acquisitions of shares or debentures of, the Company or
any other body corporates.

RELATED PARTY TRANSACTION

Details of related party transactions of the Group for the year ended
31 December 2016 are set out in note 31 to the consolidated financial
statements. None of the related party transactions as disclosed in Note
31 to the consolidated financial statements constitutes a connected
transaction or continuing connected transaction under Chapter 14A of
the Listing Rules.

MANAGEMENT CONTRACTS

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

CONNECTED TRANSACTIONS

There were no connected transactions or continuing connected
transactions of the Company under Chapter 14A of the Listing Rules
which are subject to the reporting, announcement or independent
shareholders’ approval.

SHARE OPTION SCHEME

The Company had a share option scheme (“Scheme”) which was
adopted pursuant to a resolution of the sole shareholder passed on 22
June 2011 and adopted by a resolution of the Board on 22 June 2011.
The purpose of the Scheme was to attract, retain and motivate talented
participants to strive for future developments and expansion of the
Group. The Scheme shall be an incentive to encourage the participants
to perform their best in achieving the goals of the Group and allow the
participants to enjoy the results of the Company attained through their
efforts and contributions.

The Scheme became effective on 22 June 2011 and, unless otherwise
cancelled or amended, will remain in force for 10 years from the
adoption of the Scheme, the principal terms of which were summarized
in the paragraph headed “Share Option Scheme” in Appendix V to the
Company’s prospectus dated 30 June 2011 (the “Prospectus”).
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During the financial year ended 31 December 2016, the Company
has not granted any share option under the Scheme. No share option
under this Scheme remains unexercised as at 31 December 2016 (31
December 2015: Nil).

PENSION SCHEMES

As of 31 December 2016, the Group had no forfeited contributions
available to redeem its contributions to the pension scheme in future
years (2015: nil).

AUDITOR

The financial statements for the year ended 31 December 2016 have
been audited by ZHONGHUI ANDA CPA Limited (“ZHONGHUI”) and
a resolution for the reappointment as auditors of the Company will be
proposed at the forthcoming annual general meeting. ZHONGHUI has
been the auditor of the Company since 4 November 2014.

PUBLICATION OF INFORMATION ON WEBSITES

This annual report is available for viewing on the website of Stock
Exchange at www.hkex.com.hk and on the website of the Company at
www.legend-strategy.com.

By Order of the Board

Huang Yun
Executive Director

30 March 2017
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Independent Auditor’s Report
B 3 % B HD S

T o

ZHONGHUI
TO THE SHAREHOLDERS OF

LEGEND STRATEGY INTERNATIONAL HOLDINGS GROUP
COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Legend
Strategy International Holdings Group Company Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out on
pages 60 to 119, 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, consolidated statement
of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 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 (the “HKICPA”)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2 to the consolidated financial statements
which states that the Group incurred a loss of HK$98,289,233 for the
year ended 31 December 2016. As at 31 December 2016, the Group’s
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net current liabilities and cash and cash equivalents balance were
HK$33,201,249 and HK$10,100,000 respectively. These conditions
indicate the existence of a material uncertainty which may cast significant
doubt about the Group’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. In addition to the matter described
in the Material Uncertainty Related to Going Concern section, we have
determined the matters described below to be the key audit matters to
be communicated in our report.

Property, plant and equipment and prepayment for
enhancements for the PRC budget hotels (the “Prepayment”)

Refer to Note 16 and Note 17(a) to the consolidated financial statements

The Group tested the amount of property, plant and equipment and the
Prepayment for impairment. This impairment test is significant to our
audit because the balance of property, plant and equipment and the
Prepayment of HK$9,167,109 and HK$7,180,044 respectively as at 31
December 2016 is material to the consolidated financial statements. In
addition, the Group’s impairment test involves application of judgement
and is based on assumptions and estimates.

Our audit procedures included, among others:
— Assessing the identification of the related cash generating units;

— Assessing the arithmetical accuracy of the value-in-use
calculations;

—  Comparing the actual cash flows with the cash flow projections;

—  Assessing the reasonableness of the key assumptions (including
revenue growth, profit margins, terminal growth rates and discount
rates); and

—  Checking input data to supporting evidence.

We consider that the Group’s impairment test for property, plant and
equipment and the Prepayment are supported by the available evidence.
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Deposits paid for proposed acquisition (the “Deposits”)
Refer to Note 17(c) to the consolidated financial statements

The Group tested the amount of Deposits for impairment. This
impairment test is significant to our audit because the balance of the
Deposits of HK$23,988,000 as at 31 December 2016 is material to the
consolidated financial statements. In addition, the Group’s impairment
test involves application of judgement and is based on estimates.

Our audit procedures included, among others:
—  Evaluating the Group’s impairment assessment;
— Assessing aging of the Deposits;

—  Obtaining confirmation from the payee in respect of the amount
and refundability of the deposits; and

—  Discussing the current status of the proposed acquisition with the
Group.

We consider that the Group’s impairment test for the Deposits are
supported by the available evidence.

OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

REZWBEIzEE(&E))
iE AR A TR 17(c)

EEENEReSEETRENR - ARNZERN
ZE—ARF+ZA=+—H24%23,988,000
BLEREMBHRERMEBEXN - AEER
BARSEMNEZETEZ - L4 EE
B 2R BRI ES K e A E R 2 6 -

BB ZEF B (P a%)
—  FHE EREMEZRES
—  FHERERE

— RS BERAILERYEABRRAESE
R &

— B EREHEZSUBZTETHR

BARR - ESRERRE ZBENHANERN

BHLH -
Hv&#

ERAUHEMERAEERES HMWER B
W BERRFRTMESHNEMEN  BETE
TR A MR LB IR B LR BE RS -

BAHSEEMHERIIELNTRLLAREEEM
B - RO AHEMEMEREMEARLE

A
4w o

WEZEAMBHRERME  RANEERHE
H@ER  {EMEEEMENEE BEAMT
BRIBPIEEZERETEENERFEEKR
AR HUFFEERERRA - HE5RME
REZTRH THERBEMERHIRERHERR
o BAAREL—FE - LABU T EAR
HEH -

ESHARSUBBRRARENELE

EFARAREAEREHMASRHNE LY
s S P & AN SUIDE Ok Syt o E -
RARBRE  ASHEEUBHRRIELEERM



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.

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

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

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's website at:
http://www.hkicpa.org.hk/en/standards-and-regulations/standards/
auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Ng Ka Lok

Audit Engagement Director

Practising Certificate Number PO6084
Hong Kong, 30 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GeEBEREMEEBAR

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

2016 2015
—EB—RF —T—hF
Notes HK$ HK$
FiEE BTt ABIT
Revenue &= 7 17,654,630 19,884,379
Operating lease expenses LEHERY (11,832,887) (17,057,985)
Depreciation of property, M - WEREETE
plant and equipment (4,211,016) (4,691,183)
Amortisation of other asset HAth B B (480,000) -
Employee benefit expenses EERAMAE 8 (21,591,413) (14,050,367)
Utilities IN=ESi] (1,317,288) (2,063,031)
Other operating expenses HAith i@ 13 (14,997,529) (31,029,375)
Impairment of property, M - WE NERERE
plant and equipment (597,891) —
Impairment of other receivables HAth EUGRIBRE (18,700,000) —
Written off of prepaid MIETEN S EHE
operating lease (8,931,190) (618,338)
Written off of prepayments BUEBTER IR (1,100,000) (23,864,028)
Written off of property, BEEYE - WE KA
plant and equipment (29,379,804) (41,509,239)
Other income EAb YA 10 1,051,863 725,051
Operating loss EEFER (94,432,525) (114,274,116)
Finance costs BERA 11 (6,057,522) (187,296)
Written off of amounts due WiEEN S & A RFIE
from joint ventures - (2,112,528)
Share of results of joint ventures DA B AT Z ¥4 - (6,831,600)
Loss before tax MRELATE R (100,490,047) (128,405,540)
Income tax credit/(expenses) FrisBiE e, () 12 2,200,814 (430,064)
Loss for the year attributable =~ N2 F#EE ABERNEEEE
to owners of the Company 13 (98,289,233) (123,835,604)
Other comprehensive loss: Hih2MEER
ltems that may be reclassified AJREEF MR B o HE -
to profit or loss:
Exchange differences on MEGINEREEZIER =5
translating foreign operations (5653,027) (771,282)
Total comprehensive loss KARREEAELETEE
for the year attributable EHEIBHAE
to owners of the Company (98,842,260) (124,606,886)
Loss per share HREEsE 15
— Basic (Hong Kong cents) — EAR GBI (24.98) (35.41)
— Diluted (Hong Kong cents) — B OBL) (24.98) (35.41)

Legend Strategy International Holdings Group Company Limited
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Consolidated Statement of Financial Position

e PRI R

As at 31 December 2016 R—Z—~"E+_-_A=+—H

2016 2015
—E—XREF —ZE-RF
Notes HK$ HK$
M5 BT BT
Non-current assets FRBEE
Property, plant and equipment Y BB MR 16 9,167,109 42,078,650
Deposits b 17 23,988,000 —
Rental deposits HEHse 17 3,241,518 3,493,002
Prepaid operating leases FEMEEHREE 17 - 8,406,356
Prepayment and other receivables B FIE K H b & U 208 17 7,180,044 2,000,000
Other asset HthEE 18 2,400,000 1,440,000
Deferred income tax assets FEEFTSTREE 19 3,187,371 1,186,137
49,164,042 58,604,145
Current assets REEE
Trade receivables FEUBR TR 20 64,555 262,600
Prepayments, deposits and TERFOE « e R HABWIE
other receivables 17 21,762,008 19,180,638
Bank and cash balances IRITRIRE L8R 10,100,000 47,612,022
31,926,563 67,055,260
Current liabilities REEE
Convertible bonds AR ES 21 53,152,913 —
Trade and other payables JE A~ AR N E A FE S SR IE 22 9,796,604 12,966,339
Current income tax liabilities EHMEHAE 1,518,650 1,366,219
Provision for asset retirement REEE ERIREE 23 659,645 —
65,127,812 14,332,558
Net current (liabilities)/assets  FHiE (&) EE (33,201,249) 52,722,702
Total assets less current EEABERRBERS
liabilities 15,962,793 111,326,847

Annual Report 2016 6 1
—B-REFH



62

Consolidated Statement of Financial Position

e PRI R

As at 31 December 2016 R=—Z—~"E+_-_A=+—H

2016 2015
—E-RF —E—1F
Notes HK$ HK$
M5 BT BT
Non-current liability ERBARG
Provision for asset retirement MEEEEEREE 23 3,135,871 3,959,157
Net assets EEFHE 12,826,922 107,367,690
EQUITY R
Capital and reserves EAREBA
attributable to the owners BRERE #E
of the Company
Share capital N 24 3,935,250 3,935,250
Reserves it 8,891,672 103,432,440
Total equity EREE 12,826,922 107,367,690

The consolidated financial statements on pages 60 to 119 were
approved and authorised for issue by the board of directors on 30 March
2017 and are signed on its behalf by:

Approved by:

Huang Yun

EE
Director

EF

Wu Li Xin
RIF
Director

EF

Legend Strategy International Holdings Group Company Limited
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Consolidated Statement of Changes in Equity

GEREZBER

For the year ended 31 December 2016 HZE—_ZF— "NF+_A=+—HILFE
Attributable to owners of the Company
SRAREAEL
Convertible Share-
bonds based
Share Share  Exchange Statutory equity payment Other Shareholder's Accumulated
capital premium* reserve* reserve* reserve* reserve* reserve* contributions* losses* Total
TERES URGRER
& RGEE*  EXGE  iERG  ERRE  2(RBE B  RRIE EREE &t
Note27l)  Note27(lil  Note27@i)  Note27(ly) MNote27(i)  Note27(c))
o MM WEaQm  MEaQN  HEzem  HE7M
Notes HKS HKS HKS HKS HKS HKS HKS HKS HKS HK$
ik B B BT BT B BT BT i B BT
At 1 January 2015 W_E-1%-5-A 2,617,701 107,940,644 3,145,012 1,742,763 - 2,376,475 8020110  20751,024 (12419013 134,174,716
Total comprehensive FREEFELE
loss for the year - - (771,282) - - - - - (123,835,604) (124,606,886)
Exercise of share [EEFTRERE
options by employees 2 7500 1,630,125 - - - (271,125 - - - 1,366,500
Issue of shares on REHTREA
placement 24 523000 33,995,000 - - - - - - - 34,518,000
Issue of shares on NREERIRG
open offer 24 787,049 62,176,948 - - - - - - - 62963997
Transaction costs RERERZRA
attrioutable to
placement - (587,785) - - - - - - - (687,785)
Transaction costs attioutable  AFEEE(EZFHA
to open offer - (460,852) - - - - - - - (460,852
Lapse of share options ERELT % - - - - - [2105350) - - 210530 -
At 31 December 2015 RZZ-EE+ZA=1-A
and 1 January 2016 R=E-RE-F-H 3,935,250 204,694,080 2,373,730 1,742,763 - - 8,020,110 20,751,024 (134,149,267) 107,367,690
Total comprehensive ENRESRER
loss for the year - - (558,027) - - - - - (98,289,233  (98,842,260)
Issue of converible bonds /T AR5 2 - - - - 4301492 - - - - 4301492
At 31 December 2016 RZB-AE+ZA=1-H 3935250 204,694,080 1,820,708 1,742,763 4,301,492 - 8020110 20,751,024 (232,438,500) 12,826,922
Note: BiE -
* These reserve accounts comprise the consolidated reserve of * ZEREROESREMBRNER 2 EEHE

HK$8,891,672 (2015: HK$103,432,440) in the consolidated statement of

financial position.

8,801,672 ;L (=T — A F : 103,432,4407%
7T °
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

2016 2015
—EB-RF —T—hF
HK$ HK$
BT BT
Cash flows from operating activities RETHEENESRE
Loss before tax BREF ARSI (100,490,047) (1283,405,540)
Adjustments for: R
Depreciation e 4,211,016 4,691,183
Amortisation of prepaid operating lease TR BT E#H 480,000 865,570
Finance cost on asset retirement obligations HEAEEREBHRBENSR 184,098 186,990
Interest on overdue payments B BT SRS - 306
Imputed interest costs on convertible bonds AANRE S 2 (B AR 5,969,397 —
Interest income on non-current rental LB SEP AR ET E R IE R ED
deposits carried at amortised cost HEZRSFBWA - (84,225)
Bank interest income RITHBUA (3,808) (1,662)
Impairment of property, M - WERRERE
plant and equipment 597,891 —
Impairment of other receivables E b e IBRE 18,700,000 —
Share of results of joint ventures DMEBBERRZEE - 6,831,600
Written off of amounts due MIHEI A E N FIRIA
from joint ventures - 2,112,528
(Gain)/loss on disposal of HEWE - BEREZE
property, plant and equipment Z (W), KsiE (611) 70,170
Written off of property, plant and equipment MEEZE - B KR 29,379,804 41,509,239
Written off of prepaid operating lease MEETEN G EHE 8,931,190 618,338
Written off of rental deposits MEEBEEZS 449,464 732,364
Written off of prepayments WEH TR FRIE 1,100,000 23,864,029
Written off of other receivables T 58 L JE LR IE - 552,484
Written off of trade receivables 58 PR MR R - 7,441,883
Share-based payment arising from BT RRESES
the issue of convertible bonds Z AR BEE 2R 1,485,008 —
Operating loss before working capital changes LBEESEHAMNLCEHE (29,006,598) (34,014,743)
Change in prepaid operating lease TR GEEHE 228 - (96,796)
Change in trade and other receivables JRE LT BR R R L At FE U R IE
2B E) (20,213,959) 5,669,263
Change in rental deposits HEZe 2 # 96,200 (1,824,835)
Change in trade and other payables & AR FR S E A B A5 3R I8
2B (2,104,445) (8,156,202)
Cash used in operations KEFTARS (51,228,802) (38,423,313)
PRC income tax paid B X TR EPEH - (408,679)
Interest on overdue payments paid B X e F B - (306)

Net cash used in operating activities KEEBFTRNIER S5 5

(51,228,802)

(38,832,298)

64 Legend Strategy International Holdings Group Company Limited
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2016 2015
—B-AF —ZE—TF
HK$ HK$
BT 7S TT
Cash flows from investing activities RETHEENESRE
Purchases of property, plant and equipment EEWME - BB M&HE (2,315,077) (12,455,313)
Deposit paid for proposed acquisition of a hotel ~ E:EWE—RBIEE 2 B 1HRe (23,988,000) =
Deposit paid for hotel enhancement BILBEZ BEAES (8,000,000) —
Acquisition of other asset Wi H b & (1,440,000) (1,440,000)
Interest received BUFILE 3,808 1,662
Proceeds from disposal of property, HEME - BENEREEREIE
plant and equipment 7,330 691,833
Net cash used in investing activities WEREFARESFE (35,731,939) (13,201,818)
Cash flows from financing activities MEETHEENBESRE
Proceeds from exercise of share options T AR FT S BB - 1,366,500
Repayment of finance lease liabilities EERmEHEaERE - (575,143)
Net proceeds from issuance of convertible bonds  Ft 3577 Al A% (&% 2 Fr {5 28 F 58 50,000,000 —
Net proceeds from issue of shares on placement  FLEC S 21 TR D 2 FT 5 FIE B 58 - 33,930,215
Net proceeds from issue of shares on open offer  Fi /AR ZE & 217D
Z FTiSFIEF5E - 62,503,145
Net cash generated from financing activities BhEEBIFTSHIR ©IFE 50,000,000 97,224,717
Net (decrease)/increase in cash ReERESEEY
and cash equivalents GRD) /iS5 (36,960,741) 45,190,601
Cash and cash equivalents at FUMBEES MRS EEY
the beginning of the year 47,612,022 2,322,143
Effect of foreign exchange rate changes SNEERFEHTE (551,281) 99,278
Cash and cash equivalents at end of the year £ANRERBREEEY 10,100,000 47,612,022
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

1.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands with limited
liability. The address of its registered office is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The address of its principal place of business
is Room 3006-10, 30/F., China Resources Building, 26 Harbour
Road, Wanchai, Hong Kong. The Company’s shares are listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The Company is an investment holding company. The Group is
principally engaged in the budget hotel operations in the People’s
Republic of China (the “PRC”). The principal activities of its
subsidiaries are set out in note 33 to the financial statements.

GOING CONCERN BASIS

During the year ended 31 December 2016, the Group incurred a
loss of HK$98,289,233 (2015: loss of HK$123,835,604). As at 31
December 2016, the Group’s net current liabilities and bank and
cash balances were HK$33,201,249 (2015: net current assets
of HK$52,722,702) and HK$10,100,000 (2015: HK$47,612,022)
respectively. The decrease in liquidity was mainly attributed to
the convertible bonds amount to HK$53,152,913 which will be
mature on 13 June 2017. Other receivables of HK$21,000,000
was received by the Group in January 2017. The substantial
shareholder, Mr. Ding Yifan, has agreed to provide adequate funds
for the Group to meet its liabilities as they fall due.

In order to improve the Group’s operating performance and
alleviate its liquidity risk, management is implementing measures to
control costs and contain capital expenditures. Further investments
in hotel operations will be made only when the Group has sufficient
financial resources after meeting its day-to-day working capital and
other capital commitment requirements.

The Company’s directors have reviewed the Group’s cash flow
projections. The cash flow projections cover a period of twelve
months from 31 December 2016. In the opinion of the directors,
based on these cash flow projections and in light of the above, the
Group will have sufficient financial resources in the coming twelve
months to meet its financial obligations as and when they fall due.
Accordingly, the directors are satisfied that it is appropriate to
prepare the consolidated financial statements on a going concern
pbasis.
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ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs”) issued
by the Hong Kong Institute of Certified Public Accountants that
are relevant to its operations and effective for its accounting
year beginning on 1 January 2016. HKFRSs comprise Hong
Kong Financial Reporting Standards; Hong Kong Accounting
Standards; and Interpretations. The adoption of these new and
revised HKFRSs did not result in significant changes to the
Group’s accounting policies, presentation of the Group’s financial
statements and amounts reported for the current year and prior
years.

The Group has not applied the new and revised HKFRSs that
have been issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new and
revised HKFRSs but is not yet in a position to state whether these
new and revised HKFRSs would have a material impact on its
results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance
with HKFRSs, and the applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and by
the Hong Kong Companies Ordinance.

These financial statements have been prepared under the historical
cost convention.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also
requires the directors to exercise its judgements in the process
of applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these financial statements, are disclosed in note 4 to
the financial statements.

The significant accounting policies applied in the preparation of
these financial statements are set out below.
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For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation

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

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

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

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

Foreign currency translation

@)

(b)

Functional and presentation currency

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

Transactions and balances in each entity’s financial
statements

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

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

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

4.

(Continued)

Foreign currency translation (Continued)

©)

Translation on consolidation

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

U

(i)

(i)

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

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

All resulting exchange differences are recognised in the
foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and of
borrowings are recognised in the foreign currency translation
reserve. When a foreign operation is sold, such exchange
differences are recognised in consolidated profit or loss as
part of the gain or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses.

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

Depreciation of property, plant and equipment is calculated at rates

sufficient to write off their cost less their residual values over the

estimated useful lives on a straight-line basis. The principal annual

rates are as follows:

Leasehold improvements Shorter of the unexpired term
of lease and 7 years

Furniture and fixtures 5 years
Office equipment 5 years
Motor vehicles 5 years

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

The gain or loss on disposal of property, plant and equipment is
the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in profit or loss.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Construction in progress

Construction in progress represents leasehold improvement stated
at cost less accumulated impairment loss, if any. Cost includes the
costs of leasehold improvements and capitalised interest charges
arising from borrowings used to finance these assets during the
period of construction. No provision for depreciation is made on
construction in progress until such time the relevant assets are
completed and are available for intended use. When the assets
concerned are brought into use, the costs are transferred to
property, plant and equipment and depreciated in accordance with
the policy as stated in the preceding paragraphs.

Other asset

Other asset represents television (“TV”) drama series in production
and is stated at cost incurred to date, less any identified
impairment losses. Costs included all direct costs associated with
the production of TV drama series. Costs are transferred to TV
drama series rights upon completion.

Other asset is stated at cost less subsequent accumulated
amortisation and accumulated impairment loss.

An impairment loss is made when there has been a change in
the estimate used to determine the recoverable amount and the
carrying amount exceeds the recoverable amount.

Leases

The Group as lessee

(i) Operating leases
Leases that do not substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted for
as operating leases. Lease payments (net of any incentives

received from the lessor) are recognised as an expense on a
straight-line basis over the lease term.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)

The Group as lessee (Continued)

(i)

Finance leases

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

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

Assets under finance leases are depreciated the same as
owned assets.

The Group as lessor

Operating leases

Leases that do not substantially transfer to the lessees all the risks
and rewards of ownership of assets are accounted for as operating
leases. Rental income from operating leases is recognised on a
straight-line basis over the term of the relevant lease.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recognition and derecognition of financial instruments

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

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

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

Trade and other receivables

Trade and other receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market and are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method,
less allowance for impairment. An allowance for impairment of
trade and other receivables is established when there is objective
evidence that the Group will not be able to collect all amounts
due according to the original terms of receivables. The amount
of the allowance is the difference between the receivables’
carrying amount and the present value of estimated future cash
flows, discounted at the effective interest rate computed at initial
recognition. The amount of the allowance is recognised in profit or
loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Trade and other receivables (Continued)

Impairment losses are reversed in subsequent periods and
recognised in profit or loss when an increase in the receivables’
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to the
restriction that the carrying amount of the receivables at the date
the impairment is reversed shall not exceed what the amortised
cost would have been had the impairment not been recognised.

Cash and cash equivalents

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

Financial liabilities and equity instruments

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

Borrowings

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

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least
12 months after the reporting period.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the cost
of those assets, until such time as the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

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

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

Convertible bonds

Convertible bonds which entitle the holder to convert the bonds
into a fixed number of equity instruments at a fixed conversion
price are regarded as compound instruments consist of a liability
and an equity component. At the date of issue, the fair value of the
liability component is estimated using the prevailing market interest
rate for similar non-convertible debt. The fair value of any derivative
features embedded in the compound instruments is included in
the liability component. The difference between the fair value of
the convertible bonds and the fair values assigned to the liability
component, representing the embedded option for the holder to
convert the bonds into equity of the Group, is included in equity as
convertible bonds equity reserve. The liability component is carried
as a liability at amortised cost using the effective interest method
until extinguished on conversion or redemption. The derivative
components are measured at fair value with gains and losses
recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Convertible bonds (Continued)

Transaction costs are apportioned between the liability and equity
components of the convertible bonds based on their relative
carrying amounts at the date of issue. The portion relating to the
equity component is charged directly to equity.

Trade and other payables
Trade and other payables are stated initially at their fair value and
subsequently measured at amortised cost using the effective

interest method unless the effect of discounting would be
immaterial, in which case they are stated at cost.

Equity instruments

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

Revenue recognition

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

(@)  Hotel operations

Hotel revenue from hotel room and conference room rental is
recognised when the services are rendered.

(b)  Membership fee income
The fair value of the consideration received or receivable
is recognised on a straight-line basis over the life of the
membership.

(c) Interest income

Interest income is recognised using the effective interest
method.
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. FESTHEER@®

(Continued)

Employee benefits EEEH

(a) Employee leave entitlements @ ESZHELY
Employee entitlements to annual leave and long service leave EEMNFRERBREKEHETR
are recognised when they accrue to employees. A provision DREEEZERER - A5EE
is made for the estimated liability for annual leave and long REZEREHAREBCRHAORE
service leave as a result of services rendered by employees mEENFRERBRBRBNG
up to the end of the reporting period. SrEEELREE -
Employee entitlements to sick leave and maternity leave are EENRBREEBRMMEER  BEZE
not recognised until the time of leave. EEERRBRAL -

(b)  Pension obligations (b) RUKk2EF
The Group contributes to defined contribution retirement & B W R FURRET B 4
schemes which are available to all employees. Contributions HFMBERERBHAZEZE - %
to the schemes by the Group and employees are calculated FEZ BT EEREEBIZER
as a percentage of employees’ basic salaries. The retirement EXFE7EDLEE - BEEEN
benefit scheme cost charged to profit or loss represents b2 IRIKEFIET B A e AR S [E B
contributions payable by the Group to the funds. M T2 5K -
The Group also participates in a defined contribution AEETTRFH2E-IBERBNL
retirement scheme organized by the government in the PRC. PEo ERRMFURINGTEl - AEEZEA
The Group is required to contribute a specific percentage of RHEESTERTE R DL MRKRE
the payroll of its employees to the retirement scheme. The SIVEE R o RN REB R ARG E
contributions are charged to profit or loss as they become ZHRBENFEEEET R - EX
payable in accordance with the rules of the retirement G2 W B VE TR IR 1T T
scheme. No forfeited contributions may be used by the MK o
employers to reduce the existing level of contributions.

(c)  Termination benefits (c) ARIFFEF

Termination benefits are recognised at the earlier of the dates
when the Group can no longer withdraw the offer of those
benefits and when the Group recognises restructuring costs
and involves the payment of termination benefits.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payments

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

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

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

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

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and joint
ventures, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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

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

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

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

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

4.

FESHBE®)

BIR(#)

EEHRBBERRERNHBERRILEER
A EE A M) FE AR T B Iy 288 T DATERE - BR
FAREERIEHIR TR ZRANERE
RRABEAE Al RS SR A g 1 o

EERREENRAERSREHIRGE
fEtRs - WETRHTBE RARRD G
T LA B 2 3R 5k BF 20 & A= B 44 th AR FERL
8-

EEFRIAFRRNEEAELNEREE
2 HIE R G HIREI B MK EE R
MEGFE - BLERAENBRAER - HE
FER IR E A 2 E A S B R i
RIA B ARBER RIRR SN - FULIERT - IR
BIAT SR Etb 2 ERA S ER N EmfE

>
Ao

EEBRBEENRAE A ERBRIZAEE
BN HmEMRKOSEFEEEENMAE
ZIREEZHBRR

B ATE AT A TIERE NS BN R TR TR & B I BT
HHEAERE  AREFAER—HBEHE
BRI ASRAR - ARAEBERRF
HMEEGHNMREEENAE BT
HEENMABRSEHEKRH -



SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Related parties

A related party is a person or entity that is related to the Group.

(@

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

(i)
(ii
(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
Company or of a parent of the Company.

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

U

(i)

(i)

(v)

(viil)

The entity and the Company are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary 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 employers are also related to the
Group.

The entity is controlled or jointly controlled by a person
identified in (a).

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).

The entity, or any member of a group of which it is a
part, provides key management personnel services to
the Company or to a parent of the Company.

4.

FESHBE®)

BEAL

MEALTREASBEARENEAXRE

i
A=

(@)

HEBATAL  IZATHZAL
ZATREA R B AR E

2 SRR AR E
HAKEAEATE X

Y=Y /NI /N ESZ/NG Vo
ZEBEME -

1hﬁ§T§lJ1£ﬂ1w¢ EIE=g: 1

KEBEBRE

() ZERBEAQABR—SEZ
KERARI(ANSELAA - WE
Nal MR RMB AR RIS
RaiE) o

iy —FAEERS—EHEEMEZEA
AIKAEERR(HKS—EBEA
KERRIZEBETKE AR

(V)

(vii)

(viil)

o /

ZBERRREERT])
MEEERHRR—F=T04A
SWNCTIE

—HERAE=ZEER
NE) MB—EEA

I:::] pos
BEEMNBZE AT -

ZERRASENEARES
PR BREFLIE B FIZRARALAY
BERLEAIGTE - MAKEA S
BRZATE - RHEDEE
TRELANER A R

ZEBX @B ATERIHE
HEZH] -

RE0O)FTHEIATHZERE
ij(@iij] %%*ZE’%%’ 5%

B REMBEEEMK
BRRIAARRBRARRGA
AR E2ER ABRE -

Annual Report 2016
—NFEFR

81



82

Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and other intangible assets except deferred
income tax assets and receivables 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 any impairment loss.
Where it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount of
the cash generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a
pretax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset.

If the recoverable amount of an asset or cash-generating unit is
estimated to be less than its carrying amount, the carrying amount
of the asset or cash-generating unit is reduced to its recoverable
amount. An impairment loss is recognised immediately in profit
or loss, unless the relevant asset is carried at a revalued amount,
in which case the impairment loss is treated as a revaluation
decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of amortisation
or depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss, unless
the relevant asset is carried at a revalued amount, in which case
the reversal of the impairment loss is treated as a revaluation
increase.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Provisions and contingent liabilities

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

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

Events after the reporting period

Events after the reporting period that provide additional information
about the Group’s position at the end of the reporting period
or those that indicate the going concern assumption is not
appropriate are adjusting events and are reflected in the financial
statements. Events after the reporting period that are not adjusting
events are disclosed in the notes to the financial statements when
material.

KEY ESTIMATES
Key sources of estimation uncertainty

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

Key sources of estimation uncertainty (Continued)

@)

(b)

Property, plant and equipment and depreciation

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

Impairment of property, plant and equipment

Property, plant and equipment is reviewed for impairment
whenever events or changes in circumstances indicate
that the carrying amount may be not recoverable. The
recoverable amounts have been determined based on
fair value less costs of disposal calculations or market
valuations. These calculations require the use of judgements
and estimates.

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related asset value
may not be recoverable; (i) whether the carrying value of
an asset can be supported by the recoverable amount,
being the higher of fair value less costs of disposal or net
present value of future cash flows which are estimated
based upon the continued use of the asset in the business;
and (jii) the appropriate key assumptions to be applied in
preparing cash flow projections including whether these
cash flow projections are discounted using an appropriate
rate. Changing the assumptions selected by management
in assessing impairment, including the discount rates or the
growth rate assumptions in the cash flow projections, could
affect the net present value used in the impairment test and
as a result affect the Group’s financial position and results of
the operations.
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5. KEY ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

()

(@

()

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of the trade
and other receivables, including the current creditworthiness
and the past collection history of each debtor. Impairments
arise where events or changes in circumstances indicate
that the balances may not be collectible. The identification
of bad and doubtful debts requires the use of judgement
and estimates. Where the actual result is different from the
original estimate, such difference will impact the carrying
value of the trade and other receivables and doubtful debt
expenses in the year in which such estimate has been
changed. If the financial conditions of the debtors were to
deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required.

Impairment loss for other asset

The Group determines the estimated useful lives, residual
values and related amortisation charges for the other asset.
This estimate is based on the historical experience of the
actual useful lives and residual values of other asset. The
Group will revise the amortisation charge where useful
lives and residual values are different to those previously
estimated. The Group tests annually whether the other asset
has suffered any impairment. The recoverable amount of the
other asset has been determined on the basis of fair value
using discounted cash flow method.

Asset retirement obligations

The Group evaluates and recognises, on a regular basis,
the present value of the obligations which arise from future
reinstatement of leased hotel premises upon the end of
lease terms. To establish the present value of the asset
retirement obligations, estimates and judgement are applied
in determining these future cash flows and the discount
rate. Management estimates the future cash flows based on
certain assumptions, such as the restoration costs based on
quotations.
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For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

5. KEY ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

®

Income taxes

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

Deferred income tax assets relating to certain temporary
differences and tax losses are recognised when management
considers to be probable that future taxable profit will be
available against which the temporary differences or tax
losses can be utilised. The outcome of their actual utilisation
may be different.

6. FINANCIAL RISK MANAGEMENT

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

(@

Foreign currency risk

The Group has minimal exposure to foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in the functional currencies of the
Group entities except certain trade receivables of subsidiaries
denominated in Renminbi (“RMB”) while its functional
currency is HK$. The Group currently does not have a
foreign currency hedging policy in respect of foreign currency
transactions, assets and liabilities. The Group will monitor its
foreign currency exposure closely and will consider hedging
significant foreign currency exposure should the need arise.
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6. FINANCIAL RISK MANAGEMENT (Continued)

(b)

Credit risk

The carrying amount of the trade and other receivables,
cash and bank balances and deposits included in the
consolidated statement of financial position represents the
Group’s maximum exposure to credit risk in relation to the
Group’s financial assets.

In respect of hotel operations, the Group has no concentration
of credit risk in view of its large number of customers. It has
policies in place to ensure that sale of rooms to corporate
customers are made to customers with an appropriate credit
history. Sales to walk-in customers are made via credit cards
or cash.

Amounts due from joint ventures are closely monitored
by the directors and management considers provision for
impairment has been provided appropriately.

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

Rental deposits are mainly paid to six (2015: seven) domestic
private entities who are currently leasing the office, hotel
premises and staff quarter to the Group. Other receivables
primarily represent the amounts due from third and related
parties which have long business relationship with the Group.
Taking into consideration settlements subsequent to year
end, management considers provision for impairment has
been provided appropriately.
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6. FINANCIAL RISK MANAGEMENT (Continued)

6. UIKEMER#)

(c) Liquidity risk (c) REBELEE
The Group’s policy is to regularly monitor current and REBHERTEHERRRRE
expected liquidity requirements to ensure that it maintains HRBSEST K UERERTR
sufficient reserves of cash to meet its liquidity requirements RefE  NENHEHERRAR
in the short and longer term. BESHRK -
The maturity analysis of the Group’s financial liabilities is as rEEeRABECHNBRITHN
follows: N
Lessthan Between1 Between2 Over 5
1year and2years and5 years years Total
—fR —5E@MF WEEREF  BRILF ot
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
At 31 December 2016 R-E-XF+-A=1+-H
Convertible bonds AHRRES 58,650,000 - - — 58,650,000
Trade and other payables  EERX M E M BN A 8,583,968 - - — 8,583,968
67,233,968 - - — 67,233,968
Lessthan ~ Between 1 Between 2 Over
1year and2years and 5 years 5 years Total
—FR —EEME WMEZRE BBRF ek
HK$ HK$ HK$ HK$ HK$
BT BT BT BT oue
At 31 December 2015 R-E-RF+-A=1+-H
Trade and other payables ~ FERTBRFN R E b EHF0E 8,781,681 - - — 8,781,681

Legend Strategy International Holdings Group Company Limited
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6. FINANCIAL RISK MANAGEMENT (Continued)

EREER 2

(d) Interest rate risk (d) F=Ekx
As the Group has no significant interest-bearing assets and HRAEBITEEAGFEEERE
liabilities, the Group’s operating cash flows are substantially B WAEECEERSRAR L
independent of changes in market interest rates. PTG REE) 72 -
(e) Categories of financial instruments ) EMIAEZSE
2016 2015
= —Th%F
HK$ HK$
BT BT
Financial assets: SREE :
Loans and receivables B R EWGRIA
(including bank and cash balances)  (B#EERTTMIR & 4E6%) 34,406,073 70,176,386
Financial liabilities: SRIBE:
Financial liabilities at amortised costs REENAHENSREBE 61,736,881 8,781,681
()  Fair values n =2¥E

The carrying amounts of the Group’s financial assets and
financial liabilities as reflected in the consolidated statement
of financial position approximate their respective fair values.

As at 31 December 2016 and 2015, there were no assets
and liabilities that were measured at fair value.

RAEBBEIKRERMIIRASEE S R
BERGRAENERERESS
R FERE -

NR_E—RNER_FE—RF+_A
—t— B BMEEERABREATF
(ERE=
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & Z —Z— NF+-_A=+—HILFE

7.

OPERATING SEGMENT INFORMATION 7. REFTWER

The Group has two reportable segments as follows: AEERMER Z2HAFBMT -

—  Hotel operations (the sales of hotel membership cards and — BEEE(BESERHEERAEE
hotel management services income are included in the hotel BREERATIET ABIE &85 E
operation segment) ")

The Group’s reportable segments are strategic business units REE 2 0] 2o FB TR R E kAR

that offer different products and services. They are managed T2 REEVERETE BN - ARSEBERKA

separately because each business requires different technology Bz B RS HERERE - S 28} 50

and marketing strategies. THERIEIE »

The accounting policies of the operating segments are the same I*é’ﬁa‘ﬁz TR BB TS R ML 4 BT

as those described in note 4 to the financial statements. Segment L EEFTEME B - pEER T BER

profits or losses do not include interest income, finance costs, ,%\HSU\ CREA - ZEEME  ERER
auditor’'s remuneration, legal and professional fee, head office and EXER  ARFREIOFEMET -
corporate expenses.

The segment information for the reportable segments for the year REEA MDA D FEREZIT -

is as follows:

Provision
of hotel
Hotel consultancy
operations services Total
RAHE
BIEEE B8 RS AR 7 PG
HK$ HK$ HK$
7S TT BIT o
For the year ended BE-—T—XF
31 December 2016 +_H_+ HiESFE

Revenue from external customers ~ ZREINREF 2 Wiz 17,654,630 - 17,654,630

Segment loss o ERE 1R (61,153,869) — (61,153,869)

Depreciation of property, ME - WERZETE

plant and equipment 4,211,016 - 4,211,016

Impairment of property, Y% - BE MR ERE

plant and equipment 597,891 - 597,891
Impairment of other receivables E b RN FIRRE 18,700,000 — 18,700,000
Written off of property, MEEMZE - BB KR

plant and equipment 29,379,804 — 29,379,804
For the year ended BE-Z—51F

31 December 2015 +t=ZA=+—BLFE

Revenue from external customers  2RESMNREF 2 W 19,884,379 — 19,884,379

Segment loss D EBETIE (90,145,745) (3,139,860)  (93,285,605)

Depreciation of property, YE - BREMEEITE

plant and equipment 4,691,183 - 4,691,183
Written off of trade receivables i BH FE UL AR R 4,302,023 3,139,860 7,441,883
Written off of property, MEEME - BENEE

plant and equipment 41,509,239 — 41,509,239

Legend Strategy International Holdings Group Company Limited
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OPERATING SEGMENT INFORMATION
(Continued)

A reconciliation of segment results to loss before income tax is
provided as follows:

Al

HRSE AR ERBR L A B IR HERSDIAN T -

P

2016 2015
—EB—XRE —ET—hF
HK$ HK$
BT BT

Total loss of reportable segments A 2HH A EELTE

(61,153,869) (93,285,605)

Unallocated corporate expenses, net RoB ¥R F5E (33,282,464) (21,074,398)
Interest income FBUA 3,808 85,887
Finance costs BER AR (6,057,522) (187,296)
Written off of amounts due MEEE A & A BIFRIA

from joint ventures - (2,112,528)
Share of results of joint ventures DIHEBERRER - (6,831,600)
Loss before tax FREIRIE 1R (100,490,047) (123,405,540)
Revenue from major customers: REFEEF 2R :

All revenue was derived from external customers in the PRC
and Hong Kong during the years ended 31 December 2016 and
2015. No revenue derived from one customer represent 10% or
more of the revenue of the Group for each of the years ended 31
December 2016 and 2015.

The total of non-current assets other than deferred tax assets
located in Hong Kong and the PRC were HK$8,638,877 (2015:
HK$7,686,412) and HK$37,337,794 (2015: HK$49,731,596),
respectively.

Breakdown of revenue from all activities is as follows:

REBEE_E—R"FE-_ZT—AF+=A
=t+—HIFE  FARESREFTE R
BEMINREF - WEE —R2EFELEWN
WS AEERBEE_ZS—R"FR_F
—RAFE+ A=+ —HIEFESFWEED
10% kA L ©

UREBEBERPEMIERBEELEB(T
BIERLERBEEE) » F 58638877
Bo( =T — A F:7,686,412% 7T )
5 37,337,794% n( = T — A F:
49,731,596 787T) ©

FrAREH IS RARE DI T -

2016 2015
—E-RF —E—RF
HK$ HK$
BT BT

Sales from hotel operations — G S ERHERE —

hotel room rental and HEEREEE X

conference room rental eRELE 17,574,170 19,629,498
Sales of hotel membership cards BEEEREE 80,460 254,881
17,654,630 19,884,379
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

8. EMPLOYEE BENEFIT EXPENSES
(INCLUDING DIRECTORS’ EMOLUMENTS)

8. EERARAX (BREESHM)

2016 2015
—E—RF —E—RF
HK$ HKS$
BT BT
Salaries, wages and allowances e~ LA KERY 19,908,119 12,378,156
Pension obligations BKREET 1,612,485 1,508,225
Other benefits HEEF 70,809 163,986
21,591,413 14,050,367
9. DIRECTORS’ EMOLUMENTS 9. EEIHN
(@)  The emoluments of each director were as follows: (@ BESZZEHMNEZIWOT
Salaries,
allowances Pension
and benefits schemes
Fees Inducement inkind contribution Total
¥ RER Eife
bk ®BE ENEA HE 55 ok
Notes HK$ HK$ HK$ HK$ HK$
Bk BT BT BT BT BT
Year ended BZE_Z-X
31 December 2016 +ZA=1+—-HILEE
Executive directors: HITES
Huang Yun g5E @ 720,000 - - - 720,000
Dai Lifeng E1ive (b) | 518,000 - - - 518,000
Wu Li Xin ENVE i (©) 911,097 930,521 - - 1,841,618
Non-executive directors: FHITESE :
Lu Zefeng ligasles G 54,839 - - - 54,839
Law Fei Shing FE1E, @ 671,081 - - 17,952 689,033
Independent non-executive BV FEHTES :
directors:
Tso Hon Sai Bosco EEHE (@) 120,000 - - - 120,000
Leung Siu Hong 2kE (@ 120,000 - - - 120,000
Wong Yiu Kit Ernest ERE (© 20,000 - - - 20,000
Chung Wai Man BREX © 100,000 - - - 100,000
3,235,017 930,521 - 17,952 4,183,490

Legend Strategy International Holdings Group Company Limited
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9. DIRECTORS’ EMOLUMENTS (Continued) 9. EEHM

(@  The emoluments of each director were as follows: (Continued) @ BEBZHHSEINNOT : (&)
Salaries,
allowances Pension
and benefits schemes
Fees  Inducement inkind  contribution Total
e EUR RBike
e #He  EOET  HEMEX ks
Notes HKS HKS HKS HKS HKS
Bitsx o o o BT BT
Year ended BZz-Z2-1%
31 December 2015 TZA=+—-HLEE
Executive directors: BTEE:
Huang Yun BE (@) 372,000 — — - 372,000
Fong Man Kelvin X ( - — 456,553 7,500 464,053
Fong Nga US55 ( — — 206,100 10,300 216,400
Mak Yiu Cho Bl ( — - 103,050 5,150 108,200
Law Fei Shing B - — 405,000 12,750 417,750

Independent non-executive B FHITES :

directors:
Tso Hon Sai Bosco EEE (@) 62,000 - — - 62,000
Leung Siu Hong ZRE @ 62,000 - — - 62,000
Chung Wai Man EEX ) 62,000 - — - 62,000
Wong Sui Chi S ] 55,560 - - - 55,560
Wong Hak Kun Jerry k) i} 55,560 - - - 55,560
Frostick Stephen Wiliam Frostick Stephen William  (f) 55,560 - - - 55,560
Liu Cheng Zhong st i 55,560 - - - 55,560
780,240 — 1,170,703 35700 1,986,643
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

9. DIRECTORS’ EMOLUMENTS (Continued)

(@  The emoluments of each director were as follows: (Continued)

Note:

(@) On 25 June 2015, Huang Yun was appointed as executive
director and Tso Hon Sai, Bosco, Leung Siu Hong were
appointed as independent non-executive directors of the

Group.

(o)  On 12 April 2016, Dai Lifeng was appointed as executive

director of the Group.

(c) On 11 November 2016, Wu Li Xin was appointed as
executive director and Wong Yiu Kit Ernest was appointed
as independent non-executive director of the Group. On 1
November 2016, Wu Li Xin was appointed as CEO of the

Group.

(d)  On 15 December 2016, Lu Zefeng was appointed as non-
executive director and Law Fei Shing was resigned as

independent non-executive director of the Group.

(e) Chung Wai Man were appointed as independent non-
executive directors of the Group on 25 June 2015 and were

resigned on 1 November 2016.

(f) On 27 July 2015, Fong Man Kelvin, Fong Nga and Mak Yiu
Cho resigned as executive directors and Wong Sui Chi, Wong
Hak Kun Jerry, Frostick Stephen William and Liu Cheng
Zhong were resigned as independent non-executive directors

of the Group.

During the years ended 31 December 2016, HK$930,521
(2015: nil) was paid by the Group to Wu Li Xin as an
inducement to join or upon joining the Group and no (2015:
nil) inducement paid by the Group to any of the directors as

compensation for loss of office.

(b) Five highest paid individuals

The five highest paid individuals in the Group during the year
included two (2015: one) director whose emoluments are
reflected in the analysis presented above. The emoluments
of the remaining three (2015: four) individuals are set out

9. EEFHFM =)

(@)

(b)

BERZHMEIIMT : (4F)
GEX

@ R-ZE—RFX<A-t+HE =
EEZAAPTESREEH
PIKEREZ M AASEEE L IEH
TEF -

) RZZT—X"FEA+=H &I
BEZEAREBRITES -

© RZT—XRFt+—A+—-RH R
UHBEREARTEEMRBAE
BZERREEBIIFNTE
E-RZE-—RF+—A—H"
RYUFRERERAEETHAE -

) R-E-—RF+_-_A+HRH " E
RGBT I RIFNTERMER
WEHEASBEB I IFITES -

© BEXNR-ZE-RAFANA-TH
REZEARNEEBIIIFNTE
FXR-F—RNF+—A—HE
-

H RNRZZT-—FFLA=t+LtH A
X BMeHREREFTNTE
EREHE - 2R Y - Frostick
Stephen William } 21| 7% & & T A
EEBYIENTESE -

REBEE_ZE—XRF+_A=+—
BIEFE  AEERRZLHIZNA
930521 B (ZE—HF + #E)E
BIASIAREEEHER M
RNEE I K MR EE T ER R
B(ZZE—AF &) EABMHEE -

EEEEHAL

FR AEBRERSHFALEE
ME(ZE—RF: —R)EE - M
R EX 252 oM RER - Kok
=R (ZT—0HF - mB) ALHM

below: SEFWOT
2016 2015
—E—XE —T—hfF
HK$ HKS$
BT BT
Salaries, wages and allowances e~ L& KERh 4,816,667 1,965,947
Pension obligations RIS EMET 54,000 34,515
4,870,667 2,000,462

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR



9. DIRECTORS’ EMOLUMENTS (Continued)

(b) Five highest paid individuals (Continued)

The emoluments fell within the following bands:

BEEHN 2
REBEFAL(E)

(b)

EHENT

Number of individuals

AE
2016 2015
—E-XE —T—hF
HK$Nil to HK$1,000,000 =772 1,000,000 87T - 4
HK$1,000,001 to HK$1,500,000 1,000,001 B2 1,500,000 7T 1 =
HK$1,500,001 to HK$2,000,000 1,500,001 7 7T & 2,000,000 78 7T 2 —
3 4

During the year, HK$930,521 emoluments were paid by
the Group to the highest paid individuals of the Group as
an inducement to join or upon joining the Group and no
emoluments were paid by the Group as compensation for

FR - AEBRAEEZERHA
1% /930,521 & L E A& Bl N A
HIMARNEER 2 H2E) - MALE
a2 (R B 1E A BE R (E -

loss of office.
10. OTHER INCOME 10. HAlgA

2016 2015
—E—XRF —E-RHF
HK$ HKS$
BT BIT

Interest income on non-current rental REER A BR A IER ED
deposits carried at amortised cost HEZEFB8UA - 84,225
Bank interest income ERITH BHA 3,808 1,662
Income from TV drama series BREUA 309,696 —
Others Hih 738,359 639,164
1,051,863 725,051
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

11. FINANCE COSTS 11. MERAK
An analysis of finance costs is as follows: BEKARSITAT -
2016 2015
—E-XF —T-h%F
HK$ HK$
BT BT
Finance cost on asset retirement W EEEREFHRERA
obligations 184,098 186,990
Interest on overdue payments BHE AT B - 306
Imputed interest costs ARG E 55 F1 S A AR
on convertible bonds 5,969,397 —
6,153,495 187,296
Amount capitalised Bt e 5 (95,973) —
6,057,522 187,296
12. INCOME TAX (CREDIT)/EXPENSES 12. FI8H (EBR) BIX
2016 2015
—EB—XRE —ET—hF
HK$ HK$
BT BT
Deferred income tax (Note 19) RIEFTS L (B13E19) (2,200,814) 430,064

The Group is not subject to taxation in the Cayman Islands and the
British Virgin Islands (“BVI”).

No provision for Hong Kong Profits Tax is required since the Group
has no assessable profit for the years ended 31 December 2016
and 2015. The amount provided for the year ended 31 December
2016 was calculated at 16.5% based on the assessable profit for
the year.

No provision for PRC corporate income tax is required since the
Group has no assessable profit for the years ended 31 December
2016 and 2015. The amount provided for the year ended
31 December 2016 was provided at the rate of 25% for the year.

Legend Strategy International Holdings Group Company Limited
BB EEIZERER DR

AEBERHEHENEBRLHE ([RE8
RERES ) BABMATIA

HRAAEEREE - T— R Fr_ZT—F
FH_AZ T HIFETEER S
B WEARBANESHAHEEE - RE
ECE-REF+ZA=t+—BIFER®E
ZEREIVARFE 2 ERBUR T AR AR
FHEA16.5%:TH -

MR AREENEE —E—RER_ZT—F
FH A=+ HIFETEERD G
R HEAT PR ESRATIREE -
REEZT—A"F+A=1+—HIEFE
BB SBIARFER R25% T 2 B
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12. INCOME TAX (CREDIT)/EXPENSES (Continued) 12. FI{8% (%) BAZ (@)

PS5 A Sz B2 B 5 AT B 1R SR DA AR TR 25 B
BEM R 2 FAEMERRIT

The reconciliation between the income tax expense and the

product of loss before tax multiplied by tax rates applicable to
profit or loss in the respective countries is as follows:

2016 2015
— N —RE
HK$ HK$
BT BIT
Loss before taxation BRTATE B (100,490,047) (123,405,540)
Tax calculated at domestic tax rates LEANEBER
applicable to profits or loss in HE MRS ENTIE
the respective countries (19,947,420) (24,283,372)
Tax effect of expenses that TAHNBRAS RS E
are not deductible 15,685,581 15,473,494
Tax effect of tax losses not recognised RERTIBEENT S E 3,423,178 7,532,042
Tax effect of utilisation of tax losses not 1 R SE R AR R IE 1R Y
previously recognised MR E (109,060) —
Tax effect of income not taxable ?ﬁi\/éi\u%m%)\ﬁ'ﬁﬂ‘%%; (567) —
Tax effect of share of results of joint ventures b & & R B EENTRIEHE - 1,707,900
Over-provision in prior years LARTF S RARA R (1,343,360) —
Unrecognised temporary difference RERE R M= 90,834 —
Income tax (credit)/expenses FTis#t (Ee) Fx (2,200,814) 430,064
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e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

13. LOSS FOR THE YEAR

The Group’s loss for the year is stated after charging/(crediting) the

13. AFEFE
REBRAREE 2 BEIEHR, ()

following: T5EE 275 :
2016 2015
—E—XREF —E—hF
HK$ HK$
BT BT

Auditor’s remuneration* Z BB BN £ 1,000,000 1,200,000

Depreciation of property, plant Y% - BENREREITE

and equipment 4,211,016 4,691,183
Written off of amounts due MEHE A & A BIRIA

from joint ventures - 2,112,528
Minimum lease payment under LEHERERERNK

operating lease 11,832,887 17,057,985
Net foreign exchange loss* P 5 ES18FRE 82 106,855
(Gain)/loss on disposal of property, HEME - BE MRS

plant, and equipment* 2 (Wzk) B (611) 70,170
Share-based payment arising from BT RRESEE

the issue of convertible bonds Z AR BEE 2 MR 1,485,008 —
Impairment of property, plant Y% BN ERE (@)

and equipment (Note (a)) 597,891 —
Impairment of other receivables E b e B R E 18,700,000 —
Written off of property, plant

and equipment (Note (a)) MEEMZE - BB K& (FiEE @) 29,379,804 41,509,239
Written off of prepaid operating leases HsETE = A E (K ()

(Note (b)) 8,931,190 618,338
Written off of rental deposits* MEHERe 449,464 732,364
Written off of prepayments (Note (a)) s FE T RIE (5T (@) 1,100,000 23,864,028
Written off of other receivables* it 4t P L SR I - 552,484
Written off of trade receivables* i 5 P L R 50 - 7,441,883
Note: 5T -

(@)  During the year ended 31 December 2016, construction in progress @ #HEZZT-—R"FTZA=+—AHLHF
of HK$29,379,804 (2015: HK$27,365,278) and prepayments of B AR ERAEME(ZE—hF : =
HK$1,100,000 (2015: HK$20,201,025) were written off as a result of ) B JE - s 7 i T 12 29,379,804 7
the termination of developments of two hotels (2015: three hotels). T(ZT— R F 27,365,278 70) &
Property, plant and equipment amount to HK$597,891 (2015: nil) FES3KIE 1,100,000 L (=T — R F ¢
were impaired in respected to one budget hotel in PRC is foreseed 20,201,025 7C) LA Bl Ry — A E R
to make loss in the future. BIESRS Y ~ BE RERHERE 597,891

BIL(ZT—RF - &) BEIZBEXR
RGeS E51E -
(o) During the year ended 31 December 2016, the written off of prepaid b)) #HEZZFT—XR"F+_A=+—HLHF

operating leases of HK$8,931,190 (2015: HK$618,338) were written
off as a result of the termination on one (2015: two) hotels.

These items are included in “Other operating expenses” of the

consolidated statement of profit or loss.

98 Legend Strategy International Holdings Group Company Limited
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14. DIVIDEND

The directors did not recommend the payment of any dividend for
the years ended 31 December 2016 and 2015.

15. LOSS PER SHARE

(@

(b)

Basic loss per share

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for the year attributable
to owners of the Company of HK$98,289,233 (2015:
HK$123,835,604) and the weighted average number of
ordinary shares of 393,525,000 (2015: 349,688,342) in issue
during the year.

Diluted loss per share

As the exercise of the Group’s outstanding convertible bonds
for the year would be anti-dilutive and there was no dilutive
potential ordinary shares for the Company’s outstanding
options, the diluted loss per share is same as basic loss per
share for both years.

14. B2

15.

REE-_ZE—R"FEK-_ZE—1HF+=HA
=+—HIFE  EEHEESRIRMNER
fEE -

BREE

(@) EREXRERE

(b)

AARHMEAELMBREALAEIE
MEtE D ERAR B R AEMN
K F [ £ 4898,289,2337% (=
T — F F : 123,835,604 7T ) &
MNAFEEBEITL @R INETY
£0393,525,000/%( — & — 7 F :
349,688,342 %) °

BEREEER

R F RTINS B = R TTE 2 7]
BEEFAERESFERAMES
AR R R Z M ARITIEBRE Z &
BEEAER  UMEFE SRS
BEEESRENERER -
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16. PROPERTY, PLANT AND EQUIPMENT

Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

16. Y% - BERKRE

Furniture
Leasehold and Office Motor  Construction
improvements fixtures  equipments vehicles in progress Total
BENEEE  BAREE  BOERG ot HEIR a5
Note HKS HKS$ HKS$ HKS$ HK$ HKS
iR BT BT B B B BT
COST: B
1 January 2015 W-F-1F-F-A 53222,037 6,601,638 1,363,037 2700847 BTR0I3 121,717,672
Addtions & 9,464,095 1,501,081 1,490,187 - - 12455313
Disposal & - - - (1,941752) - (1,941,752)
Written off Wik (49.832,556)  (2,598,064) (309,029) (154606) (27365278 (80,859,629)
Exchange realignment IE 5 (192,476) (176,304) (40,654) (4,399) (484938 (1,498,861
At 31 December 2015 and REE-RFT-A=+-HR
1 January 2016 “5-7E-f-H 12,061,100 5,328,211 2503541 — 0979807 49872749
Addtions e 416,777 233565 45,051 703755 915,929 2315077
Disposal & - (7,330 - - - (7,330
Written off s ) - - - — (9379804 (29379804)
Exchange realignment ERa% (502,176) (339,396) (89,269 - (00,093 (1530,928)
At 31 December 2016 RZE-RE+ZA=1-A 11,975,701 5,215,050 2,459,329 703,755 915029 21,260,764
ACCUMULATED DEPRECIATION ~ £3+ir& Jsife -
AND IMPAIRMENT:
1 January 2015 “Z-1%-A-H 35,012,639 6,527,892 1,033,827 1830473 — 44404831
Charge for the year R 4423287 52913 108,152 106,831 - 4,691,183
Elminated on disposal HER A - - - (1,179,749) - (1,179.749)
Eliminated on written off i ifelEpofs ) (3591973  (2,579,155) (96,800) (754,696) - (39,350,384
Exchange realignment ExAE (561,648) (172,670) (34,609) (2,859) - (771,782)
7 31 December 2015 and RZE-RETZA=+-AR
1 January 2016 “Z-7F-A-A 2,954,545 3828980 1010574 - - 7,794,099
Charge for the year ERii 3413650 341,033 307311 129022 - 4211016
Eiminated on disposal it EH - (611) - - - [611)
Impairment loss for the ENRESE
year ¥ 563387 22939 11,565 - - 597891
Exchange realignment ExAE (84,562) (320,229) (85,955) - - (499,740)
7t 31 December 2015 RZE-RF+-A=1-F 6,847,020 3863118 1,263,495 129022 - 12,0265
CARRYING AMOUNTS: R
At 31 December 2016 RZE-R"E+ZA=1-H 5,128,681 1,351,032 1,195,834 574,733 915,029 9,167,109
At 31 December 2015 RZE-RF+ZA=1-H 9,106,555 1499231 1492967 - 20079807 42078650
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16. PROPERTY, PLANT AND EQUIPMENT
(Continued)

Note:

(@) Construction in progress of HK$29,379,804 (2015: HK$27,365,278)
were written off as a result of the termination of developments of two

hotels (2015: two hotels).

(b) During the year ended 31 December 2015, (i) leasehold
improvements of HK$9,918,976 was written off due to rental
agreement of the head office in the PRC was terminated; (i) three
operating hotels’ leasehold improvement of HK$2,963,020 were
written off due to the operating hotels were renovated; and (i) a
sub-leased hotel’s leasehold improvement of HK$857,143 was
written off due to the sub-leased hotel agreement with a tenant was

terminated.

() During the year, the group has impaired property, plant and
equipment amount to HK$597,891 (2015: HK$ Nil) due to an
operating budgeted hotel in PRC expected to make loss in the future

years.

(d) During the year, the Group had capitalised borrowing costs
amounting to HK$95,973 (2015: HK$Nil) (Note 11) on qualifying

assets.

16. ¥ - BEKRE @)

G

HARRIFEMMEE (CE—RF W
MVEJE) - MESERE TF229,379,804 8 T
(ZZ—H%F : 27,365,278 7T) ©

BE-_ZTZ-—RAF+_A=+—HLHF
E(\ERIEthEERERENTHE R
misEiE EMEEIEEFH 918,976
7T ¢ (i) B F R FTIE & R RIE S Al e
“HBEBARMBENHENEREER
2,963,0208 7T ¢ M (i) A4 -8 — R
FHBEE S miss —moREE
HHEY IS ER 857,143 T ©

MAFEE - R T B —EEEH
PR ERMNARFEELRE
B BAKEDHYE . BELRERE
HOR1E 597,891 BT (ZT—HF : TF
JT) e

MAFE  AEBEREEREEELR

(EEERANIITIE (T —FHEF
BT (MIEE11) ©
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For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

17. PREPAYMENTS, DEPOSITS AND OTHER 17. i‘%ﬁ'?\ﬁ’\lﬁ - BEREMERK
I/

RECEIVABLES
2016 2015
—E—XREF —ET—hF
Notes HK$ HK$
P 5T BT BT
Prepayments and deposit paid FBENRERDFES
Prepayment TERTEIE @) 7,180,044 —
Prepaid operating lease FEfEEHE (o) - 9,256,945
Deposits paid BfiEE (©) 23,988,000 —
Others Efth 762,008 1,521,287
31,930,052 10,778,232
Deposits ®”e
Rental deposits HeE%e 3,241,518 3,493,002
Other receivables Hith e FRIE (@ 21,000,000 18,808,762
Total prepayments, deposits AR - e
and other receivables N E b E U FR I 4B 2R 56,171,570 33,079,996
The amounts of prepayments, TERFOE - e RHALREUY
deposits and other receivables KB EATHT -
are analysed as follows:
Non-current portion FREH D
Deposits paid BffEE 23,988,000 —
Rental deposits HERE 3,241,518 3,493,002
Prepaid operating lease FEffEEHE - 8,406,356
Prepayment and other receivables  TE{< 718 M H fth fE UL I8 7,180,044 2,000,000
34,409,562 13,899,358
Current portion REE D
Prepayments and deposit paid ENFEREIES 762,008 1,521,287
Prepaid operating lease TG EHE - 850,589
Other receivables E At fEMORIE 21,000,000 16,808,762
21,762,008 19,180,638
56,171,570 33,079,996

Legend Strategy International Holdings Group Company Limited
BB EEIZERER DR



17. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

18.

Notes:

(@)

The amount of HK$7,180,044 represented the payments for
enhancements for the PRC budget hotels.

17. AARE - B REMERRK

15 (&)

BisE

@ 7,180,044 BT AELF R EEEE R
FHIE o

(o)  Prepaid operating lease of HK$9,256,945 included an amount of () HBREEEREKINSENFEEASD
HK$8,931,190 written off during the year due to the management HAPBEMBEYE  RENEEHE
had not been able to find suitable new lessee to sublease the hotel f % 9,256,945 7 7T B 3E 1Y F A 85 A9
premise in PRC. 8,931,190/ T °

(©)  The amount of HK$23,988,000 represented deposit paid for (© 28,988,000 7T /& i W HE — HIE S
proposed acquisition of 51% equity interest in a hotel. 51% REHBE MRS -

(d)  The amount of HK$21,000,000 represented refundable deposits (d  21,000,0008CARBAEDEEEDH
paid for leasehold improvement and are refunded in January 2017. MAREES  BER=_ZE—t4—A

RAE o
OTHER ASSET 18. Hfth&EE
HKS$
BT

COST: B :

At 31 December 2015 and 1 January 2016 RZB-—RF+A=+T—HBEZZE—XF—H—H 1,440,000
Additions INE 1,440,000
At 31 December 2016 RZZT—RF+-_A=+—H 2,880,000

ACCUMULATED DEPRECIATION: RIE -

At 31 December 2015 and 1 January 2016 R-TE—RF+_A=1t—RAR_T—R"F—H—H —
Charge for the year FNETIR 480,000
At 31 December 2016 RZZE—RFE+-_A=1T—H 480,000

CARRYING AMOUNTS: BRMEE :

At 31 December 2016 WZT—RE+_A=+—8H 2,400,000
At 31 December 2015 R-ZE—RF+=-_A=+—H 1,440,000

The amount represents an investment in production of a TV drama ZeEAHEE—HEREERIMNTE -

series.

(@) During the year ended 31 December 2015, the Group has @ REzE—Z—AF+=-_A=+—H
signed an agreement with an independent third party at a IHFE  AEBEEE-ZBHIFE=
total contract amount of HK$2,880,000 (representing a 20% FHREI—Ohad ahBEeBE A
interest in the right on the TV drama series). During the year 2,880,000# 7T (N B A E R EEE
ended 31 December 2016, the interest in the right on the TV ZHERFE20% #m) c REEZZT
drama series changed to 25%. The copyright and ancillary —RNETZA=T—HIEFE R
income expected to be generated from this TV drama series BB EEER R PTG R
would, after deducting the relevant expenses, be allocated to HHE25% - IEHIBRIEEERE © A
the Group by the interest of such investment. 2 EAR BB P EE AR B0 AR B AN LA

WABIEZIRE 2 =LA D BT
REE o
(o)  The Group carried out reviews of the recoverable amount of ) LEEAEBERZWHER K

its film rights with average useful life of one and half years
in 2016 with regard to the market conditions of the Group’s
products.

SEER T RFrRIEZHE
Mz AT & 58 - P A
R—FF o
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For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

19. DEFERRED INCOME TAX ASSETS

The following are the major deferred tax assets recognised by the

Group.

Decelerated

19. IEEFEBEE

TXBAEEERN T RELEHREE -

tax
depreciation Provisions Tax loss Total
ERBENE BE BEER g
HK$ HKS HKS HK$
BT BT BT BT
At 1 January 2015 RZZE—HF—H—H 213,601 1,474,783 - 1,688,384
Debited to profit or loss FAMBEER (HFE12)
for the year (Note 12) (10,219 (419,845) — (430,064)
Exchange differences PEHET (7,033) (65,150) — (72,183)
At 31 December 2015 RZE-—RAF+=-A=1+—H
and 1 January 2016 kZF—RF—H—H 196,349 989,788 — 1,186,137
Debited/(credited) to profitor SR H (5t A) B
loss for the year (Note 12) (KHzE12) 1,002,778 (126,560) 1,324,596 2,200,814
Exchange differences PEH T (61,425) (79,261) (58,894) (199,580)
At 31 December 2016 RZZE—R"FTA=T—H 1,137,702 783,967 1,265,702 3,187,371

Deferred income tax assets are recognised for tax loss carry
forwards to the extent that the realisation of the related tax benefit
through future taxable profits is probable. As of 31 December
2016, the Group does not recognise deferred income tax assets
of HK$13,658,704 (2015: HK$11,816,632) in respect of losses
amounting to HK$69,719,338 (2015: HK$52,259,975) that can be
carried forward against taxable income. Included in unrecognised
tax losses are losses of HK$25,353,093 (2015: HK$37,573,367)
that will expire in 2021. Other tax losses may be carried forward
indefinitely.

At the end of the reporting period, the aggregate amount of
temporary differences associated with undistributed earnings of
subsidiaries and joint ventures for which deferred tax liabilities
have not been recognised is HK$439,911 (2015: HK$362,732).
No liability has been recognised in respect of these differences
because the Group is in a position to control the timing of
reversal of the temporary differences and it is probable that such
differences will not reverse in the foreseeable future.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

1878 BEFE 75 ) 25 T A2 38 1B HE 88 oK PR FE AR AR
wmA R AlepmEE o HIEEER
RELEMSHEE - HE_ZT—XRF+=
B=+—H » KEBEWE A (EAE K
SHIER IR A 2 B518 69,719,338 8 7L (=
T — R4 1 52,250,9758 7T ) FERIELFT
B AE13,658704 T (ZE—R%F:
11,816,632/ 7L ) ° RIERHIBEEBIE
R = F = —F 3| By 2 25,353,093 7 T
(ZZ—Hh%F : 37,573,367 B7T) 218 -
HaiiaSEr ER AR REEE o

RREHK - BREARKBARIREERR]
RO IREF R ERELETTEA ERERE
ZRBE AN BT( T —FHEF
362,732 87T ) o AR ANER B AT LAZ I Ak
MEREBOMNERE > BZE=ERa BEE
AR e RE - AR Ll EBERE

& e



20. TRADE RECEIVABLES

The majority of the Group’s revenue from hotel operations are
made via credit cards or cash. Hotel rooms are rented to corporate
customers with an appropriate credit history on credit terms of
30 days. Trade receivables of HK$17,805 (2015: HK$19,624)
were past due but not impaired. Management considered that
no recoverability problem on these trade balances as a result of
subsequent settlement received up to the date of this report and
the agreement of the revised repayment schedule with certain
trade debtors.

20.

FE U BR R

AEEWBELERETR2AMERRAR
THEE - ARER/BEBRBEEECEN
CEEPRH=TANBEERFEEREE
H o EUBRK17,806 BT (ZT—HF -
19,6248 7T) EBHEL EFE - EEE
R AREBEAREAHE R ERE
B508 - WEREFHETERESEN
ZRAERTEFGHEIZEK B - MRFES
AEERAO I I SRR R o

2016 2015
—XRE —E—RF

HK$ HK$

BT BT

Trade receivables JEYBRTR 64,555 262,600

The aging analysis of these trade receivables is as follows:

ZERURRZ BRER DA T ¢

2016 2015

—RE —E—1F

HK$ HK$

BT BT

Neither past due nor impaired e BN AEORUE 46,750 242,976
0-30 days past due BMHEI0OE 30K 1,017 —
31-60 days past due BEIZ1 60K 848 11,240
61-90 days past due BEI61 Z 90K - 1,176
91-120 days past due HmEO1 £ 120K 431 568
121-365 days past due #mEf121 2 365K 15,509 6,640
17,805 19,624

64,555 262,600
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For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

20. TRADE RECEIVABLES (Continued)

21.

The movements in the provision for impairment of trade receivables
during the year are as follows:

20. FEWERF (&)

REFRYSRFURERB 2 EBHNT

2016 2015
—E—RE —ET—RF

HK$ HK$

BT BT

At 1 January R—A—H — 5,056,412
Exchange realignment ME 5 SR - (77,991)
Amounts written off MsHeRE - (4,978,421)
At 31 December BRt+-—A=+—8 — —

CONVERTIBLE BONDS

The convertible bonds (the “Bonds”) were issued on 14 June
2016. The Bonds are convertible into ordinary shares of the
Company at any time between the date of issue of the Bonds and
the business day immediately prior to the maturity date (i.e. one
year from the date of issue of the Bonds or if such date is not a
business day the next business day). The face value of the bonds
is HK$51,000,000. The Bonds are convertible to 54,838,708
shares per HK$0.93 bond.

If the Bonds have not been converted, the Company will pay to
the holders of the Bonds an amount equal to the aggregate of ()
100% of the principal amount of the Bonds outstanding; (ii) interest
accrued and outstanding pursuant to terms and conditions of
the Bonds; and (i) a premium of 7% per annum of the principal
amount of the Bonds outstanding. Interest of 8 per cent will be
paid annually up until that the business day immediately prior to
the maturity date (i.e. one year from the date of issue of the Bonds
or if such date is not a business day, the next business day).

If the maturity date is extended or postponed pursuant to the
terms and conditions of the Bonds, upon maturity of the Bonds on
such extended maturity date, the Company will pay to the holders
of the Bonds an amount equal to the aggregate of () 100% of the
principal amount of the Bonds outstanding; (i) interest accrued
and outstanding pursuant to the terms and conditions of the
Bonds; and (jii) a premium of 15% of the principal amount of the
Bonds outstanding.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

21. MR ES

RARRZZE—NFENATHBETA B
BEH(EHF]  EHFANEFETH
MR BMARZEER (BIEFET
At —Fel iz BEIIEL %R - 8l
T—EAEZEA)BERERALAQR LR
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HESRESER  ARBBRESFHAA
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21. CONVERTIBLE BONDS (Continued) 21, AIRES )

The net proceeds received from the issue of the Bonds have been BITESF R HRIEFRER A ERS D i
split between the liability element and an equity component, as wmabn 2 BT
follows:
2016 2015
ZB-XRF —E-TF
HK$ HKS
BT BT
Fair value of the Bonds issued BETEFAFE 52,485,008 =
Issue cost BITAAR (1,000,000) =
Equity component i) (4,301,492) —
Liability component at date of issue RETREZB8EHS 47,183,516 —
Interest charged (Note 11) MBI (FEE11) 5,969,397 —
Liability component at 31 December 2016 R =—ZF—/~F
TZA=t+—BZzAaEHH 53,152,913 —
The interest charged for the year is calculated by applying an REFAEHD 2 M EZ B TR ER &
effective interest rate of 22.88 per cent to the liability component. 22.88% &t H °
Mr. Ding Yifan, the controlling shareholder of the Company, RATHERIRER T — LAEERARAEIR
guaranteed the due payment of all sums expressed to be payable BEH R RARE T — L EE
by the Company under the terms and conditions of the Bonds and EREARRE AL EAOMERIE -

pursuant to a personal guarantee given by Mr. Ding Yifan.
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For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

22. TRADE AND OTHER PAYABLES

22, EMNRREEMENFRIE

2016 2015
= —T-h%F
HK$ HK$
BT BT
Trade payables FETBRIR 218,855 2,124,015
Accruals and other payables JEFTIE B R BB FIE 9,577,749 10,842,324
9,796,604 12,966,339

The aging analysis of trade payables is as follows: FERTBRFA BRI DT T
2016 2015
—EB-AE —E-TF
HK$ HK$
BT T
0-30 days 0E 30X 155,256 729,766
31-60 days 31 E£60X 34,054 379,780
61-90 days 61 £ 90K 10,669 266,170
Over 90 days [ELBISOPN 18,876 748,299
218,855 2,124,015

Accruals and other payables are analysed as follows:

FEHIR B M E Al e SRIE R 2 AT #5140

T
2016 2015
—E-RF —E—1F
HK$ HKS$
BT BT
Accruals FEStIEE

Accrued staff costs JEEtE TR 2,775,644 695,993
Accrued audit and professional fee BB N EEE A 1,205,023 1,266,000
Accrued effective rental payable JEtERES ENFUE 1,203,757 3,989,898
5,184,424 5,951,891

Other payables Hit e+ R1E
Other tax payables Hb T 3,194,528 3,321,738
Payables to hotel constructors JERHE ST A B 708 757,020 757,020
Receipt in advance T FIE 8,879 194,760
Others Hip 432,898 616,915
4,393,325 4,890,433
Total accruals and other payables FEstE B R E MR FRIELAEE 9,577,749 10,842,324

Legend Strategy International Holdings Group Company Limited
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23. PROVISION FOR ASSET RETIREMENT 23.

Under the terms of the tenancy agreements signed with landlords,
the Group shall vacate and re-instate the leased hotel premises at
the Group’s cost upon expiry of the relevant tenancy agreements
in 5 to 10 years (2015: 5 to 10 years). Provision is therefore made
for the best estimate of the expected reinstatement costs to be
incurred. Movements of provision for asset retirement are as

24,

BREEERREE

REBAZXTRITNHEEBRGH  AKE
AREREEREER(AE+F) (ZF
—HF: AETF)ERERBAREHE
W g REEEEY X - At HES
AR R AR AR BT RO 1T 1
o MBEAERRBENESHNT

follows:
2016 2015
—B-AF —ZT—IfF
HK$ HK$
BT BT
At 1 January n—A—H 3,959,157 3,907,830
Finance cost on asset retirement W EEEREFHRERAE
obligation (Note 11) (BEFEE11) 184,098 186,990
Exchange differences ME H ZERE (347,739) (135,663)
At 31 December W+=—RA=+—8 3,795,516 3,959,157
Less: non-current portion B FERNERER (3,135,871) (3,959,157)
Current portion BNERER 659,645 —
SHARE CAPITAL 24, R
Number of
Shares Amount
RHEE X
Notes HKS$
BiaE BT
Authorised: JERE ¢
Ordinary shares of HK$0.01 FREE0.018 T
(2015: HK$0.01) each —ZE—FF 0.0 L) NEERR
At 1 January 2015, R—E—hHF—H—A8"
31 December 2015, —E-RF+=ZA=+—8"
1 January 2016 and —E-RF-H-HK
31 December 2016 —E-RE+A=+—H 780,000,000 7,800,000
Issued and fully paid: BEITRER
Ordinary shares of HK$0.01 SREEO0.01E T
(2015: HK$0.01) each “—ZE—FRF 001 L) NEER
At 1 January 2015 R-Z—RF—HA—H 261,770,001 2,617,701
Exercise of share options 1TIE R A e 750,000 7,500
Issue of shares upon placing Bl & 31T D @) 52,300,000 523,000
Issue of shares upon open offer ‘AFEEEEEITR (D (b) 78,704,999 787,049
At 31 December 2015, RZE—RF+_A=+—H"
1 January 2016 and —E-RNF-A—HK
31 December 2016 —E-RF+ZHA=+—H 398,525,000 3,935,250
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24. SHARE CAPITAL (Continued)

Notes:

(@) On 22 December 2014, the Company and Emperor Securities
Limited entered into a placing agreement in respect of the placement
of 52,300,000 ordinary shares of HK$0.01 each to independent
investors at a price of HK$0.66 per share. The placement was
completed on 9 January 2015 and net proceeds from such issue
amounted to HK$33,930,215, out of which HK$523,000 and
HK$33,407,215 were recorded in share capital and share premium,
respectively.

(b)  On 16 October 2015, the Company issued and allotted 78,704,999
ordinary shares of HK$0.01 each at an issue price of HK$0.8 per
ordinary share on the basis of one offer share for every four shares
held on 21 September 2015, the record date of the open offer. Net
proceeds from such issue amounted to HK$62,503,145, out of
which HK$787,049 and HK$61,716,096 were recorded in share
capital and share premium, respectively.

The Group’s objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern and to maximise
the return to the shareholders through the optimisation of the debt
and equity balance.

The Group sets the amount of capital in proportion to risk. The
Group manages the capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the payment of
dividends, issue new shares, buy-back shares, raise new debts,
redeem existing debts or sell assets to reduce debts.

The Group monitors capital on the basis of the debt-to-adjusted
capital ratio. This ratio is calculated as net debt divided by adjusted
capital. Net debt is calculated as total debts less cash and cash
equivalents. Adjusted capital comprises all components of equity
(i.e. share capital, share premium and other reserves) and includes
some forms of subordinated debts.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR
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25. SHARE-BASED PAYMENTS

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include employee
and business associate of the Group. The Scheme became
effective on 22 June 2011 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 30% of the shares of the
Company in issue at any time. The maximum number of shares
issuable under share options to each eligible participant in the
Scheme within any 12-month period, is limited to 1% of the shares
of the Company in issue at any time. Any further grant of shares
options in excess of this limit is subject to shareholders’ approval
in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive
directors. In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their associates, in excess of 0.1% of the
shares of the Company in issue at any time or with an aggregate
value (based on the price of the Company’s shares at the date of
the grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general
meeting.

The offer of a grant of share options may be accepted within
28 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise period
of the share options granted is determinable by the directors, and
commences after a certain vesting period and ends on a date
which is not later than ten years from the date of the offer of the
share options or the expiry date of the Scheme, if earlier.

The exercise price of share options is determinable by the
Directors, but may not be less than the higher of (i) the Stock
Exchange closing price of the Company’s shares on the date of
offer of the share options; and (i) the average Stock Exchange
closing price of the Company’s shares for the five trading days
immediately preceding the date of offer.

Share options do not confer rights on the holders to dividends or
to vote at shareholders’ meetings.

25. ARG HER 2K
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For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

25. SHARE-BASED PAYMENTS (Continued)

25.

Details of the specific categories of options are as follows:

URBAEER AR @)

HRRBIBERE ZFIRIT

Date of grant Vesting period Exercise period Expiry date Exercise price

R B EEH TEHE [ 5w B H# TEEE

HK$

BT

8 October 2013 No vesting period 8 October 2013 to 7 October 2015 1.822
7 October 2015

“T—=F+AN\B EBREBED

—T=FtANBE

—“ZET—hHF%+AtH

Options are forfeited if the employee leaves the Group.

Details of the share options outstanding during the year are as

“E-hF+AEH

FRERMAASE - RIS RABRIE -

FRDROAOBREFELT

follows:
2016 2015
—ERE “T-hE

Weighted Weighted
average average
Number of share exercise | Number of share exercise
options price options price
BREHA IR e IMEF
T8 7B
HK$ HKS
BT BT

Outstanding at the beginning FMRITE
of the year - - 6,450,000 1.822
Exercised during the year FABTE - - (750,000) 1.822
Expired during the year FREAH - - (5,700,000) 1.822

Outstanding at the end of the year 4 KTTIE

Exercisable at the end of the year ~ FRA{T(E

The weighted average share price at the date of exercise for share
options exercised during the year ended 31 December 2015 was

HK$2.16. In 2016 and 2015, no options were granted.

Legend Strategy International Holdings Group Company Limited
BB EEIZERER DR

REZ-_FT—HAF+-_A=+—HIF
E - BT BB T B R E R N F 15

RE/216BT - R _FT—

—RF - WERHBRGE -

NERZE



26. STATEMENT OF FINANCIAL POSITION OF

26. DB ER

THE COMPANY
2016 2015
= —Z—hF
HK$ HK$
BT BT
Non-current assets kRBEE
Investments in subsidiaries RETB AR ZIRE 35,149,168 60,474,217
Rental deposits HEZe 1,794,895 1,794,895
36,944,063 62,269,112
Current assets REEE
Prepayments TR RUIR 445,600 1,484,696
Cash and cash equivalents RekAEEEY 216,369 40,536,769
661,969 42,021,465
Current liabilities REEE
Convertible bonds AR ES 53,152,913 —
Due to subsidiaries AR ENGIE ¢ 23 636,932
Accruals JESTE A 1,047,200 1,266,000
54,200,136 1,902,932
Net current (liabilities)/assets FBERE(BE) EE (53,538,167) 40,118,533
Net (liabilities)/assets (8B EERE (16,594,104) 102,387,645
EQUITY S
Share capital f&N 3,935,250 3,935,250
Reserves e (20,529,354) 98,452,395
Total (deficit)/equity (F54t) HEzs ks (16,594,104) 102,387,645

Approved and authorised for issue by the board of directors on 30

March 2017.

Approved by:

Huang Yun
Director

EF

Wu Li Xin
RIFH
Director

EF

RZT—tF=A=+tHEEFS

HEAE e S I3 o

HIAT ALEL :

Dai Lifeng
CIAVA

Director

EF
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & Z —Z— NF+-_A=+—HILFE

27. RESERVES

(@

(b)

27. f#&
Group (@ =A%
The amounts of the Group’s reserves and movements AEERENSELRERS INGE
therein are presented in the consolidated statement of profit BmhkEMEERARURIEE
or loss and other comprehensive income and consolidated B BRI o
statement of changes in equity.
(b) &AF]
Company
Share-based  Convertible
Share payment bonds equity Accumulated
premium reserve reserve losses Total
DRRER2  TRRES
R RE DR Bk ZiER &%
(Note (c)(i) (Note (c)(v) (Note (c)(v)
(MsEEm)  (WEem) (W)
HK$ HK$ HK$ HKS HK$
BT BT BT BT B
At 1 January 2015 RZE-R%—FA—H 107,940,644 2,376,475 — (11823509 98,493,610
Loss for the year EREE - - —  (96,523526)  (96,523,526)
Exercise of share options [BETT{PIEmE
by employees 1,630,125 (271,125) - - 1,359,000
Issug of shares on placement  BLEZ TG 33,995,000 - - — 33,995,000
Issug of shares on open offer ~ RREEE{TMRN 62,176,948 - - - 62,176,948
Transaction costs attributable  BLEEIEZ AR
to placement (687,785) - - - (687,785)
Transaction costs attributable ~ AFEEREER BRA
to open offer (460,852) - - - (460,852)
Lapse of share options BREEN - (2105350) - 2,105,350 -
At 31 December 2015 and \‘3 AFtZA=T-Hk
1 January 2016 —E-%-A-H 204,694,080 - —  (106,241,685) 98,452,395
Loss for the year EREE - - - (123,283,241) (123,283,241)
Issue of convertible bonds BERES - = 4,301,492 = 4,301,492
At 31 December 2016 RZE—ETZA=t-8 204,694,080 - 4,301,492 (229524,926)  (20,529,354)

Legend Strategy International Holdings Group Company Limited
BB EEIZERER DR




27. RESERVES (continued)

()

Nature and purpose of reserves

(i)

(i)

(i)

(iv)

Share premium

Under the Companies Law of the Cayman Islands, the
funds in the share premium account of the Company
are distributable to the shareholders of the Company
provided that immediately following the date on
which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as
they fall due in the ordinary course of business.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt
with in accordance with the accounting policies set out
in note 4 to the financial statements.

Statutory reserve

The statutory reserve, which is non-distributable,
is appropriated from the profit after taxation of the
Group’s PRC subsidiaries under the applicable laws
and regulations in the PRC.

Share-based payment reserve

The share-based payment reserve represents the fair
value of the actual or estimated number of unexercised
share options granted to employees of the Group
recognised in accordance with the accounting policy
adopted for equity-settled sharebased payments in
note 25 to the financial statements.

27. #E =)

(c)

RENEERE®D
O REER

(i)

(i)

()

REREFHERFE - ARF
BEERNES A DR T A
NABER - EEEEZEIKN
B RBERARFIAGENF
ER—REHBET I HNE
I8 o

SMNE A1

SINE 8 o R IR B SN R TS B 7S
BRELEWMAINEZRER
FX o Bk fet i TH IR IR B 755 S 2 PR
FE4PTBA R RTIREEIE ©

SRR

EERBRATANIK - AARSE
)R B B B 2 AR R AP B R
PEE I N N NGt Vit ek
B o

KR BB

NS uE B AN RN LE=EN
SERREE R 2 RITERK
BeERIGIEE ZRF
B Y BHmERMEBHE
SRA SR EE AR SER 2
NFRAZ S BURTER -

Annual Report 2016
“E-REFRHR

115



116

Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE
27. RESERVES (Continued)

(c) Nature and purpose of reserves (Continued)

(v)  Convertible bonds equity reserve

Under HKAS 32, convertible bonds issued are split
into their liability and equity components at initial
recognition by recognising the liability component at its
fair value which is determined using market interest rate
for equivalent non-convertible bonds and attributing
to the equity component the difference between the
fair value of the convertible bonds and the fair value
of the liability component. The liability component is
subsequently carried at amortised cost. The equity
component is recognised in the convertible bonds
equity reserve until the bonds are either converted
(in which case it is transferred to share premium) or
the bonds are redeemed (in which case it is released
directly to retained earnings).

(vi)  Other reserve

The other reserves represent the difference between
the nominal value of the issued capital of Legend
Strategy Limited, Lai Ying International Limited
and Triple Leaf Limited, the then shareholders of
Legend Strategy Limited and the nominal value of
the 135,000,001 shares issued and allotted to the
shareholders of the above companies by the Company.

28. CONTINGENT LIABILITIES

As at 31 December 2016, the Group did not have any significant
contingent liabilities (2015: Nil).

29. CAPITAL COMMITMENTS

The Group’s capital commitments at the end of the reporting
period are as follows:

27. #E @)

(c)

RENEERBE)
()  ATERIES B 1

(i)

RIEFE G ERIF 325 -
BERITABRREFRI T HER
Ko RAERERED - AE
BB THIRR A E R AR AE
FZMGNEEEERAFET
VARERR - T AT AR E 75 A FHE
HBERD A FEZERERD
FcetEmmln - AERDER
REHR AR - BamEa R
A ESERFRER B
ERBBEEFEL R (RIS
AN E R ERERDEE) L
AR EFERD (R ER
TEEEZBEGRERE D) -

A lE

HREEIEEER AR - B
BBRBER AR EMERRA
RERMBRRE=ZEFRA A
2 BT ANEE B A A B[R
Fai AR ETREE
135,000,001 i% % {7 1B 2 &
H)ZERE o

28. RAREE

— =%

hS ==
N—=

—ANFTZA=1+—8 AEEYL

BEMNEAXRAE(ZFT—0F: 8)-

29, BAXKIE
AREBPBE R EREENT -

2016 2015
—EB—XRE —ET—hF
HK$ HK$
BT BT

Contracted but not provided for EEEEESET:
— Property, plant and equipment — W% - E MR - -
— Other asset — EMmEE - 1,440,000
- 1,440,000

Legend Strategy International Holdings Group Company Limited
BB EEIZERER DR



30. OPERATING LEASE COMMITMENTS

31.

The Group leases various hotel premises under non-cancellable
operating lease agreements. The lease terms of the tenancy
agreements are set out in Note 23. The leases have escalation
clauses and renewal rights. The total future minimum lease
payments under non-cancellable operating leases are payable as

30. EEHEAE

A& B W B EIE R Y E AT A RES &7
EmEiE - MEHEAEHASIINHE
23 MEAKNANE BB ME KRR KREE
& - NRAIHEEEEHEARKENRER
BB

follows:

2016 2015

—E—RE —ET—RF

HK$ HK$

BT BT

Within one year —FR 15,314,521 18,664,303
In the second to fifth years inclusive F_EFRFT (BREEEMRT) 16,054,412 46,141,030
After five years AF% - 11,276,410
31,368,933 76,081,743

RELATED PARTY TRANSACTIONS

In addition to those related party transactions and balances
disclosed elsewhere in the financial statements, the Group had the
following transactions with its related parties during the year.

REERIN -

31. BELIXRS

R BREREMARRENREETRS R
FEBRFABATHERR

(a) Key management compensation FEEEBEASHE
2016 2015
—E-AE —E-TF
HK$ HK$
BT BIT
Salaries, wages and allowance e - L& KL 5,423,333 3,339,153
Pension obligations BRRESEMF 57,000 88,781
5,480,333 3,427,934

Annual Report 2016
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Notes to the Consolidated Financial Statements

e PR R

For the year ended 31 December 2016 & E—F— "NF+_A=+—HILFE

32. LITIGATIONS 32.

any

N

On 8 January 2016 the Company received a writ of summons
endorsed with a statement of claim (the “Statement of Claim”)
dated 8 January 2016 (the “Writ”) issued by Fu Tat Credit
Limited (the “Plaintiff’) as plaintiff in the High Court of the Court
of First Instance (the “High Court”) of the Hong Kong Special
Administrative Region (the “Action”), with Mr. Fong Man Kelvin (“Mr.
Fong”) named as the 1st defendant and the Company as the 2nd
defendant (subsequently becoming the fifth defendant pursuant
to an amended Writ of Summons), in respect of an alleged
loan arrangement made between the Plaintiff, Mr. Fong and the
Company on 6 October 2014. At the relevant time, Mr. Fong was
the controlling shareholder (as defined in the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)),
the chairman and executive director of the Company. Mr. Fong
disposed of all his interest in the Company on or about 29 May
2015 and resigned as the chairman, executive director, authorised
representative and compliance officer of the Company on 27 July
2015.

It was stated in the Statement of Claim that the Plaintiff, as a
licensed money lender under the Money Lenders Ordinance
(Chapter 163 of the laws of Hong Kong), had entered into a loan
agreement with Mr. Fong as the borrower and the Company
as the guarantor on 6 October 2014 in respect of a sum of
HK$3,500,000 (the “Loan”). Under the Statement of Claim, the
Plaintiff claims against Mr. Fong and the Company for: (1) a sum of
HK$2,092,871.02; (2) further interest accrued on the outstanding
loan principal of HK$1,961,932.21 at the rate of 42% per annum
from 6 January 2016 until payment in full; (3) further or other relief;
and (4) costs of the proceedings on full indemnity basis.

As stated in the announcement of the Company dated 12 January
2016, the Company denies and disputes the allegations made
by the Plaintiff against the Company in the Statement of Claim.
The Company has never authorised the provision of the alleged
guarantee to the Plaintiff or anyone over the Loan nor has the
Company ever passed any resolution to authorise the provision
of the alleged guarantee over the Loan allegedly advanced by the
Plaintiff to Mr. Fong.

And as disclosed in the announcement of the Company dated
23 December 2016, pursuant to the order granted by the High
Court, the Plaintiff's claim against the Company in the Action be
dismissed with no order as to costs between the Plaintiff and the
Company. The Action against the Company as a defendant has
ceased.

Legend Strategy International Holdings Group Company Limited
BB EEZERERAR

A

RZZE—R"EFE—ANH  AAAWE—H
HA-—ZE—A"F—ANHBZAEHRR
Rt E ([FRRENE ) 2EMSKITS
D) AEEEEERAR(RSE] 1
BRE)EREBFITHRES S ERR
IEE(EEER DA XX EE( %
ElERE—HE) RARRI(EREZ
WE) (BB RBEEIIEASHKEAS
hwE) B (VEETE])  RAEHER
E L FERERARRR -_ZE—NE+ AN
BELZ —THIEWMERLZH - RBEBER
M FaAERRNATIERRRE (& B
RFETES EMBRANA EmAHRD) ~ £F
RHTES FEERZE—RFHA
ZHNBREIENEERARE 2T AR
W YR ZE—RAFEAZTHHEER
RNEEFE  PITESE BEAREEHRE
£

REBMERTR  RE(EAEEED
F13EMEAKHET ZHFEHREAN)
ER-ZT—NE+AXNBEFLEHES
BRAN) RARBI(ERERA) EBES
13,500,000 T ([ZER DI —1HE
Kk o RIBRRMME - REMRATE
BARQNTHE: (1)8 582,092,871.02#
T QBEZE—ANF-ASNHBREEEH
SAHHARR R 42% 5T R E B E K
REEE1,961,032.21 BT 2 fBETHE—F
FE :QE— ek EMmmAE: KE@)BE
TREFLE -

HMARR —F—R"E-A+-BzZrE
Pt - RRRERENHRERBHRRL
SRS YA RBIFEREE - AARERE
R Z SR AR &S SER A TIREZEE
R BARB]MERBIEMRZEREEL
REBNTHREZEBWERRHBHE
& °

BUMARR ZE—R"F+-_A=+=HZ
NEFEE - RESSARIENGS -
RE ARERITE R H A DR A B REE
B - R EHREABAREZEAFA
SEIEH®S c HARGHERWERIERE
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33. INVESTMENTS IN SUBSIDIARIES

34.

Particulars of the subsidiaries as at 31 December 2016 are as

33. RIBEARZRE

R-Z—RF+-A=+—H  WEBRAA

follows: ZEHBWT

Place of

incorporation/ Percentage of

registration Issued and ownership
Company name and operation paid up capital interest Principal activities

SR, BRTR L PN
AL TR S EHREX BAL TEEH
Legend Strategy International Limited The BVI 4 ordinary shares of US$1 each 100% (dlirect) Investment holding
EERER R EBRLES BRI ETH ARG R (E#) RERK
Legend Strategy Limited Hong Kong HK$ 10,000,000 ordinary shares 100% (indirect) Investment holding
MEERRAA Bt 10,000,000 87T E @k (FE) REER
Welcome Inn Management Limited Hong Kong HKS$ 1 ordinary share 100% (indirect) Investment holding
HAREREEEBERAR BE BT SRR (F) REER
Legend Strategy Management Limited The BVI 1 ordinary share of US$1 100% (indirect) Investment holding

REENES BiR1ETH 1 IRE B (FH) REER
Shenzhen Yuelai Inn Tourists Co., Ltd. The PRC* HK$8,000,000 100% (indirect) Hotel operations
IR RERREBR A A i 8,000,000 7T (%) BEEE
Shenzhen Yingde Tourists Co., Ltd. The PRC* HK$8,000,000 100% (indirect) Hotel operations
AN BEREERAF] - 8,000,000 7T (%) BEEE
Shenzhen Modern Tourists Co., Ltd. The PRC* HK$1,000,000 100% (indirect) Hotel operations
AN BB REEBERAA e 1,000,000/ 7T (F) BEEE
Shenzhen Yuelai Inn Co., Ltd. The PRC* HKD5,000,000 100% (indirect) Hotel operations
RN REEERAA] HEl " 5,000,000/ 7T (FH%) BIEEE
Grand China Industrial Limited Hong Kong HK$ 1 ordinary share 100% (indirect) General trading
HEEXERAA EE BT ERR (%) and investment

—REHRKE

Net Media Finance Hong Kong Limited Hong Kong HK$ 20,000,000 ordinary shares 100% (indirect) Money lending
BEEEEEERAR EE 20,000,000 7T & ik () FifE
* Wholly owned Foreign Enterprise * HNEE

The above list contains the particulars of subsidiaries which

EXRFINEAKERE BELREES

principally affected the results, assets or liabilities of the Group. FEXENNBRAIGE °
APPROVAL OF FINANCIAL STATEMENTS 34. #tEMBRE

These financial statements were approved and authorised for issue

by the Board of Directors on 30 March 2017.

HEVBHRERAEFER _FT—tF=A

=+ BHERIREEM -
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Five-Year Financial Summary

HFEEHE

A summary of results and of the assets and liabilities of the Group for the

AEEBEREAYRFENEEANEERE

last five financial years is as follows: BEOREZ0T -
RESULTS E
Year ended 31 December
BE+-A=+—-HLEE
2016 2015 2014 2013 2012
“E-XRF | ZT-RF —T-mE —T-=F —T—=F
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
Revenue W2k 17,654,630 | 19,884,379 29,700,841 57,968,906 91,155,199
(Loss)/profit before tax BREiA (E518) /R A (100,490,047) | (123,405,540)  (60,178,163) (3,293,434) 43,726,938
Income tax (expense)/credit FTiSH (FY) /H% 2,200,814 (430,064) 8,634,678  (3,960,343)  (10,855,270)
(Loss)/profit for the year FER(BE)5H (98,289,233) | (123,835,604)  (51,543,485)  (7,253,777) 32,871,668
Attributable to: T ALRELR:
Owners of the Company ZN/NSIE 2SN (98,289,233) | (123,835,604)  (51,543,485)  (7,253,177) 32,871,668
Non-controlling interests ESulds - - - - -
(98,289,233) | (123,835,604)  (51,543,485)  (7,253,777) 32,871,668
ASSETS, LIABILITIES AND NON-CONTROLLING ¥E 8ERFEHIMHER
INTERESTS
As at 31 December
W+=A=+-H
2016 2015 2014 2013 2012
—E-RE —E-hF —ZT—MF —E—=F —E--F
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
Total assets EEAE 81,090,605 | 125,659,405 162,087,990 185,630,140 176,160,788
Total liabilities BEEE (68,263,683) | (18,291,715)  (27,913,274)  (35,160,151)  (57,095,783)
Non-controlling interests JEE s - - - - -
12,826,922 | 107,367,690 134,174,716 150,469,989 119,065,005

The summary above does not form part of the audited financial

statements.

Legend Strategy International Holdings Group Company Limited

hEBREEZERERL T
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