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Financial Highlights
MEREE

The board of directors (the “Directors”) (the “Board”) of Rentian
Technology Holdings Limited (the “Company” or “Rentian
Technology”) is pleased to present the audited consolidated results
of the Company and its subsidiaries (the “Group”) for the year
ended 31 December 2016 (the “Year”). The annual results have
been audited by Mazars CPA Limited, the auditor of the Company,
and reviewed by the audit committee of the Company (the "Audit
Committee”).

The following is the financial highlights of the Company for the
year ended 31 December 2016:

CARBBERERAA ([RARAIH X
MelEF (252 ([EF8)MA2
BARRMEKMBAR ([FAEE]BE-F
—ANETZA=T-BEFE(XRFE]Z
REZKEAFEBE FEEECHARAZK
RIS ESF MM EBRMBERARER LHA

REzERZE® ([ERZE8g])EMH-

ATRARBABE_ZT—RF+_A=+—
BLEFEZHBRHE:

Year ended 31 December Change Change
HE+-A=1+—HILEE BE b=kl
2016 2015
—F-—RF —T1F
HK$’000 HK$'000 %
FE T FAT Bkt
Revenue Wz 1,203,580 904,096 299,484 33.1%
Gross profit EH 464,259 353,692 110,567 31.3%
Gross profit margin EFFE 38.6% 39.1%
Profit from operation R 386,130 48,893 337,237 689.7%
Profit for the year F A g A 231,014 61,004 170,010 278.7%
Net profit margin FopiEs 19.2% 6.7%
Profit attributable to the FIN/NEIEZF=IN
owners of the Company JE A5 & 154,446 38,258 116,188 303.7%
Adjusted net profit (Note 1)  AEFEELLH (FIE1) 329,750 100,864 228,886 226.9%
Adjusted net profit margin AS 5 B AL T 27.4% 11.2%
EBITDA BRALE - IE -
e R S Al
&% ([EBITDA ) 392,090 114,694 277,396 241.9%
EBITDA margin EBITDAXR 32.6% 12.7%
Adjusted EBITDA (Note 2) 4 EEEBITDA
(Ff7E2) 473,765 154,554 319,211 206.5%
Adjusted EBITDA margin A#E S EEEBITDAR 39.4% 17.1%

4 RENTIAN TECHNOLOGY HOLDINGS LIMITED = X RIEIZR AR D A



Financial Highlights
MEREE

Year ended 31 December Change Change
BEt+t-A=+t—HLEE BE BE
2016 2015
—EBE-—RE Z—ZT—hfF
HK$’000 HK$'000 %
FE T FHET Aot
Earnings per share &N
(in HK cents) B
— basic — 5K 1.59 0.52 1.07 205.8%
— diluted —#E 1.56 0.52 1.04 200.0%
Adjusted earnings per share & FHE SR & F
(in HK cents) (Note 3) (BAL) (FIEE3)
— basic — &K 2.61 1.06 1.55 146.0%
— diluted —#E 2.56 1.06 1.50 141.5%
Total assets BEBE 5,436,612 3,467,952 1,968,660 56.8%
Total liabilities BEBE 2,003,120 1,203,642 799,478 66.4%
Net assets BEFE 3,433,492 2,264,310 1,169,182 51.6%
Notes: PR

Adjusted net profit is not defined under Hong Kong Financial Reporting
Standards (“HKFRS"), and is derived from the net profit excluding the effect
of non-cash share options expenses and non-cash expenses arising from
acquisitions.

Adjusted EBITDA, as presented, represents adjusted net profit, adjusted to
exclude finance costs, taxation, depreciation and other amortisation.

Adjusted basic earnings per share is calculated by dividing the adjusted net
profit attributable to owners of the Company by the weighted average number
of ordinary shares in issue during the year. The denominator for computing
the adjusted diluted earnings per share is calculated by the weighted average
number of ordinary shares outstanding to assume certain specific conditions of
part of the share options were met and those share options were exercised.

BB RFIRE S B S LR AR R
BERII E TR S AR B RO 4 2 FF R S
XZRBHE

AT B EBITDAT FE AR AL A - B AE B AFNBR B
ERA BE FrERE M-

REABREBRANTVIRARRER AEIGEHEAERN
BAFRAERTEBRRAME AELARSR
BERNMAIBIERRBIBREZETRHE
GHEEREZSBRECETET 2CBTER
BNt BEt & o
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CEO’s Statement
THRHERZRBRE

PROSPECT

In 2016, Rentian Technology Holdings Limited (“Rentian
Technology” or the “Group”) continued to expand its business
in the corporate internet-of-things (“loT"”) solutions sector.
During the Year, the Group carried on with its focus on corporate
loT applications by actively assisting its operating arms to
expand and grow. For example, it supported Shenzhen Hexicom
Technologies Company Limited* (“Hexicom”) to acquire Hangzhou
Lepei Telecommunication Company Limited* (“Lepei”), which
is equipped with state-of-the-art optical transmission design
capacity. All subsidiaries retained their core management so
as to keep on exploring new businesses and markets, such as
logistic and storage automation, data processing services and
smart terminal development. Notwithstanding the prevailing
challenges in the Chinese macro-economic environment, Rentian
Technology delivered outstanding growth and satisfactory
results, demonstrating the initial success of its post-acquisition
management and integration efforts.

During the Year, Rentian Technology completed the acquisition of
51% equity interest in Next Concept International Investment Limited
("Next Concept”) and its subsidiaries (the “Next Concept Group”).
Following the acquisition, the software development of the Rentian
Technology is strengthened and Rentian Technology’s business is
diversified into internet finance and related sectors, including trading
management and hosting services for bulk commodities supply chain,
information broadcasting, loT storage and logistics facilitation, and
transaction settlement and electronic payment system.

Rentian Technology believes that the loT market will maintain rapid
growth in the next few years. As such, the Group will carry on
with its market development, product research and development,
investment and merger and acquisition in the loT sector. According
to the latest research report issued by Machina Research, a
renowned international 10T research institute, in August 2016, it is
expected that by 2025, the total number of connected loT devices
across the world will increase from 6 billion for 2015 to 27 billion,
representing a compound annual growth rate (CAGR) of 16%, and
China, the United States and Japan will top the list with rates of
21%, 20% and 7% respectively. Revenue from operations relating
to loT will grow from US$750 billion for 2015 to US$3,000 billion.
Volume of data relating to loT will also reach 2 billion TB.

The official name is in Chinese and the English is translated for identification

purpose only
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MR N SERB R EHTHE B
HemREEEAR eEARERERERE F
BEM DBEEREIR RHBFEXNES
E ) & I S AR A o
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HRFERIERBY  AEEKEEREYHA
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PR 2 0 B A B ST Machina Research
E2016F8 A B XM EMIAFTME - BETE
20254 - 2R B A iE B BB E 20155
MEOEILRE270BE B FEHA KRR
(CAGR)EZEI16%  F & - £ - HAD MG
A= (BB B21%20% 7% ) » WE4E 48
B WA HE2015F /7,500 KL K5
30,0008t MM EBEEASE I HERE
201ETBAY AR AR ©

* BENABNR XA EXEEATEMREN A



In view of the above, the growth of the IoT market in China will
continue to lead the world in the coming years. Further to the
document named “Made in China 2025" promulgated by the State
Council of China in May 2015, two Chinese government bodies,
namely the Ministry of Industry and Information Technology
and the National Development and Reform Commission issued
a Circular on Intelligent Hardware Industry Innovation and
Development Initiative (2016-2018) in September 2016, which
set out the national goals of reaching a share of over 30% in the
world intelligent hardware market and a total industry volume of
over RMB500 billion by 2018. The government also anticipates a
number of leading listed companies in this industry with significant
breakthroughs in key technical areas such as the design of low-
power light-weight systems, low-power wide-area intelligent
loT, virtual reality, intelligent human-machine interaction and
high-performance motion attitude control. The nation aims at
boosting its involvement in, contribution to and influence over
international market trends having a 10% share in patents around
the world. Three pillars, namely standard development, product
and application testing, and industrial supply capacity monitoring,
will be established with state-of-the-art intelligent hardware
standardisation and public service capacity. Several innovation
platforms with advanced technologies, distinctive hallmarks and
complementarity will be laid down to foster entrepreneurship and
innovation support. In order to raise production efficiency by 20%
or above, intelligent industrial sensors, intelligent PLC, intelligent
unmanned systems and other intelligent industrial hardware should
have been put into large-scale testing so as to develop replicable
and marketable industrial application solutions that can facilitate
both industrial and civil sectors. It is clear that the priority currently
given by Rentian Technology to IoT development is closely in line
with such goals.

CEO’s Statement
THRERZRBRE

A B - Hh B[ 45 A A 9 Bt A T 45 1E R 2R
MEFEESHREERNEERSELHER
R8N o TR B B 75 BL201545 A BN (F
R3#52025) XM HFEMEZE (TEMNE
BN BREEMUEZEE)E201659
AHE T (BeEGEXR N EREZETY
(2016-2018%F) ) WIBA - XHF R EMWITE
Bi2A 520185 R EEEMH 2R 5
HEEBIE30%  EFRIEHBRAKES000
B EENERERERRT  ENEESE
Bk EREE SRAKRED - S
EEHELETHSARBRIITRATMEHER
BB MOTEET LW OE -ERBEER
EREPRZEE  BRIEMEE NBRBREA -
FINEFIELLBIB10% © EAIZERZE  ER
RERKA EEMRGENEN=AZEYF
B BeEHEECRARRBEE HEDEH
BROHEKTE BB TRME el
BEEHOSKFEFTA BIXAIFZE

cl

a

BREAZRREIXRNEREMHERVAR
R BEREEREIETT20% A L < PR —
HRAIER AHEEMTEEBBRASTR EX
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ERNYBEEREMELAREHESE
PCACHY ©
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CEO’s Statement
THRHERZRRSE

Looking forward to 2017, Rentian Technology will further invest in

and develop the following aspects:

8

Promote loT infrastructure applications and realise
customers’ value with outstanding products and
solutions in a comprehensive manner

It is observed that in spite of rapid growth, the Chinese
loT application market is characterised by imbalanced and
fragmentary development. There is no clear market leader
in large-volume markets such as basic customer information
systems as well as foundational components such as RFID,
sensors, mobile telecommunications and so on. Standards
(such as NB-IOT and LORA technologies for low-power wide-
area networks) are complicated and inconsistent. There is
also a lack of good solutions to enhance customers’ value.
These conditions pose challenges for any multiplication of loT
infrastructure applications.

Rentian Technology has already taken ground in the
infrastructure application sector with an loT platform
comprising cloud (such as back-office data and processing
systems), pipeline (telecommunication technologies) and
endpoint (such as frontline data collection and processing). In
the coming year, Rentian Technology will step up its efforts
in promoting infrastructure application, assisting each of the
subsidiaries to expand in their specialties through acquisitions,
and enhancing customers’ end value by developing
solutions. In other words, the Group will carry on its
intricate development approach while also stressing gradual
integration.

RENTIAN TECHNOLOGY HOLDINGS LIMITED = X R IERAER AT

RE2017F  CRMESEM T T EETE
—HHERARER:
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BENERNTHE— (EDEELE
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MEBAFTREARFBEESR LY
FEMERAMAREEEER T kB -

CRAMEEBEDKMBETE (RE8E
MEERHE) & GBS 3% (57
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HE-BEMEKRERARTKREB MDA
HHERERE WRBERMERTR
RKEAEFP&ENEBEER BT 2 K
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Focus on data-related core value and services and
encourage device, platform and model development

In addition to the promotion of loT infrastructure applications,
Rentian Technology must also foster data-related core
value and services. Rentian Technology has an extensive
and diversified customer base. As the aforementioned
infrastructure applications mature, a substantial amount
of business data will be generated automatically or semi-
automatically. Such data is important for tailor-made
marketing and production. Despite the capabilities to
process certain amount of data, the Group’s subsidiaries still
have to make headway with the development of big data
infrastructure platforms and models. Rentian Technology will
provide its subsidiaries with the required resources to pursue
such goals, particularly in upholding big data processing
centre technology and gradually offer “Data as a Service
(DAAS)".

Capitalise on the development of unmanned or
intelligent technologies

In view of the rise in labour cost and diminishing demographic
dividend in China, the replacement of manual labour
by machines or unmanned techniques will prolong for a
long time under the Industry 4.0 blueprint. The existing
product and service portfolio of Rentian Technology have
demonstrated relatively sufficient coverage within the
segment of the loT industry, such as storage and logistic
automation and intelligent boundary surveillance and
management. In the coming year, Rentian Technology may
further develop into its related fields such as industrial robots
and commercial drone.

A~ S
7 el 80
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CEO’s Statement
THRERZRBRE
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CEO’s Statement
THHRERRS

Furthermore, although artificial super intelligence will not
materialize in the near future according to futurologists, the
advancement of artificial intelligence, especially the deep learning
and neural network development had captured the attention in the
past few years. In particular, AlphaGo, a computer Go programme,
defeated Lee Sedol, a top South Korean professional Go player, in
2016. Rentian Technology believes that artificial intelligence will
gradually take root in commercial sector and stimulate high-level
development of loT applications. In the coming year, the Group
will keep track of the boost in these areas triggered by artificial
intelligence.

Following the global and regional consolidation across the industry
in 2016, the management perceives that the coming years will
be full of challenges and opportunities. Outdated players will be
eliminated and phased out. Players developing new technologies
will continue to prosper. We are confident to believe that Rentian
Technology will continue to generate new business models and
markets and be equipped to embrace the future.

Yang Xiaoying
Executive Director and Chief Executive Officer
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Management Discussion and Analysis

BUSINESS REVIEW

The Group has the following major business activities during the
Year:

loT Business

The major business activities of the Group covers cloud computing
and data processing and analysis (“cloud”),
infrastructure and technologies (“pipeline”) and terminal

telecommunication
computing (“endpoint”) for corporate IoT systems. Given the
varied, but inter-related businesses of the subsidiaries, the Group’s
business portfolio is diversified with potential for profit growth.
Following the acquisitions and initial consolidation platform of
subsidiaries in 2015, the Group continued to expand its business in
the corporate IoT solution sector in 2016.

During the Year, the Group has made 4 additional acquisitions to
strengthen the loT business.

In April 2016, the Group completed the acquisition of 51% equity
interests in Next Concept Group. Next Concept Group is principally
engaged in providing one-stop solution, including but not limited
to market promotion research, software design, IT solution and
strategic business consultation and development, to companies
engaging in commodities trading industry in the People’s Republic

of China (the "PRC").

In April 2016, the Group completed the acquisition of the
remaining 17% equity interests in Fuijian Start Computer
Equipment Company Limited* (“FSCE"”) and its subsidiaries
("FSCE Group”).
manufacturing and distribution of printers,

FSCE Group is principally engaged in design,
terminals and
computers and point-of-sales electronic products and providing
information technology services to institutional clients under its

own brand name “Start” in the PRC.

The official name is in Chinese and the English is translated for identification

purpose only
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Management Discussion and Analysis

EEENWEDN

In April 2016, Hexicom completed the acquisition of 75% equity
interests in Lepei and its subsidiary (“Lepei Group”), which is
principally engaged in the research and development, design and
manufacturing of optical transmission network equipment and
software products for Gigabit-Capable Passive Optical Network
("GPON") and Ethernet Passive Optical Network (“EPON")
communication. Lepei Group has vast experience in the research
and development of GPON/EPON products and secured extensive
clients in the market.

In December 2016, the Group completed the acquisition of the
additional 10% equity interests in Shenzhen CNEOP Technology
Company Limited* (“CNEOP"”) for a total cash consideration of
RMB15,000,000 (equivalent to approximately HK$16,753,000)
and resulted in the Group holding 61% equity interest in CNEOP.
CNEORP is principally engaged in (i) the research, development and
production of mobile data capture intelligence terminals; (ii) the
provision of internet-of-things application and solutions based on
automatic identification and data capture (AIDC) technologies for,
among others, courier, logistics, storage, medical, transportation
industries; and (iii) the operation of internet-of-things data
servicing platform.

Securities Investment business

The Group invested in listed and unlisted securities as both short-
term and long-term investments. During the Year, the Group
recorded realised gain of approximately HK$25.63 million from the
disposal of certain securities and recognised unrealised gains of
financial assets through profit or loss of approximately HK$264.44
The Group also recorded HK$0.41

million loss on disposal of available-for-sales financial assets. An

million in profit or loss.
impairment loss of HK$41.11 million has been reclassified as a

reclassification adjustment on available-for-sale financial assets for
long-term investments.

o The official name is in Chinese and the English is translated for identification

purpose only
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Management Discussion and Analysis

Market momentum fluctuated tremendously in 2016. The Hang
Seng Index (“HSI”) and the Hang Seng China Enterprises Index
recorded declines of up to 17% and 22%, respectively, at one
point due to poor sentiment and worse-than expected macro
data in China. This was followed by a sharp rebound, driven
by strong momentum in overseas markets, particularly the US
market's sentiment. However, the HSI severely affected later in
the year by some disappointing news, including MSCI’s decision
not to include China A-shares in its benchmark indices and Brexit-
related turbulence. Market volatility increased further in the
second half year in 2016 due to uncertainties regarding the US
presidential election and the long-awaited Shenzhen-HK Connect
announcement.

The Group's significant investments (i.e. investment with carrying
amount exceeding 5% of the total assets of the Group) held as at
31 December 2016 stated were as follows:

EEENWEDN

TE-RFENTSEREEE AN ELE
BFEREATEELERARE —EHENFEE
KRR NBKERENZEZIEM DR T
BIE1T%R22%  BERZBINTIG LHEE
BT iERARR DB BAEE R RE - R
FAMROBEERLTAMNERNBEERRE T
REIARB A RS BN B AR B B
BEANEL S OBR BRYEELERE
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Unrealised
Classification of gain/(loss) Unrealised
_ financial assets or increase/ gain/(loss)
% of shareholding (fair value (decrease) or increase/
represented by the shares/ through in fairvalueas  (decrease) in
underlying shares profit or loss at fair value as at
held by the Company (“FVTPL")/ 31 December 31 December
4&"}‘%1%%&5%/@55&& available- 2016 2015 Fair value Fair value
flERREZ Bl for-sale ("AFS")  RZ-B-XE RIZ-1F as at as at
as at as at B%EE T+-A=t-B +=B=t-H  31December 31 December
31December  31December £ % (RB#KE CRBRUE/ 2REEKH/ 2016 2015
) 2016 2015 BAYE (BE)R (BB)X  R-B-XF R-2-I1F
Type of security RZB-XE RZ2-1% BE/  AVE#EmM/  AVEEM/ +ZB=t-B T=B=t-B
2SR +Zf=t-B +zA=t-A THEE) (#4) (#%) 20T 20T
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Investment A (Note 1) Ordinary shares 0.65% 0.74% AFS (41,114) (41,114) 110,106 110,106
RER (M3E1) Lk ARLE (Note 3) (Note 3)
(Biz3) (Biz3)
5.96% 6.76% FVTPL - (110,855) 1,005,824 1,005,824
RERR
BRATERE
Investment B (Note 2) Equity-linked notes N/A N/A FVTPL 202,077 17,123 677,200 475,123
REZ (BE2) (Note 4) TER TER ERR
REHBEE (Hi4) BRATERE
Investment C (Note 5) Ordinary shares 4.19% - FVTPL 83,984 - 300,000 -
RER (WzE5) Lk RiE#IE
BATERE
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Notes:
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Investment A is Carnival Group International Holdings Limited (stock code:
00996.HK) (“Carnival”) which is the Hang Seng Mid-Cap Index Constituent
Stock, information published by Carnival regarding its performance and
prospects can be found at the HKEXNews website. Based on published
announcement, Carnival has diversified its business into other sectors, including
edutainment and restaurant operation, which Carnival believes complement
its existing business, further expand its customer base and diversify its future
sources of revenue. Integrated tourism and leisure projects, will continue to
benefit from the growing tourism market, expanding middle class and trend
towards a consumption-driven economy in the PRC and abroad. Carnival
can fully leverage the uniqueness of its business model to gain first-mover
advantage and seize the opportunities in the industry.

Investment B, which cannot be identified due to confidentiality obligations,
was listed on the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) in 2015. Based on published research reports, the bank
is considered a fast-growing bank with improving retail franchise, relatively
prudent risk management and flexible loan mix. The bank had stated that it
will proactively gather momentum on traditional businesses of wholesale, retail
and asset management as well as on innovative businesses of “Internet +"
and “Commercial Bank +", strengthen its risk management and control and
seek to achieve steady growth of its market value. Based on its published
interim report and recent announcement, the bank is faced with challenges
of downward pressure caused by complex external development environment
and internal economic restructuring, such as continued regional risks, sluggish
credit demand in the real economy, continued narrowing of interest spread and
changes in policies of the industry. The bank is presented with both challenges
and opportunities. It still enjoys a number of development opportunities such as
steady development opportunity brought by the stability in economic growth,
major project reserve opportunity incubated by the “13th Five-year Plan” with
a good start in 2016, livelihood finance opportunity powered by the local
government financial investment, financial market opportunity generated from
the easing monetary policy and retail finance opportunity brought by household
wealth accumulation. The fundamentals of economic development kept getting
better, with economy in a steadily rising trend for the whole year, and the
base and support for the long-term and healthy development were growing
increasingly solid.
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Management Discussion and Analysis

3. At 31 December 2015, a decrease in fair value of HK$41.11 million in respect
of Carnival was recognised in the available-for-sale financial assets revaluation
reserve and charged to the other comprehensive loss in consolidated statement
of comprehensive income. In view of the prolonged decline in fair value below
cost, an impairment loss of HK$41.11 million has been reclassified to profit or
loss as a reclassification adjustment during the Year.

4. The equity-linked notes are redeemable at the discretion of the Group from
time to time based on the net proceeds to be obtained from the disposal of the
underlying shares at the time of redemption.

5. Investment C is Freeman FinTech Corporation Limited (stock code: 00279.
HK) (“Freeman”) which is the Hang Seng SmallCap Index Constituent Stock,
information published by Freeman regarding its performance and prospects
can be found at the HKEXNews website. Based on published announcement,
Freeman has been offered a firststarter advantage to access to the huge and
fast-growing financial markets in China which enabled Freeman to engage in
a full spectrum of securities and financial business in China. Freeman believed
that would be significantly benefited from the expansion of its financial services
in the new market. Freeman is in the process of acquiring a licensed corporation
carrying out businesses in Type 1 (dealing in securities), 4 (advising on securities)
and 9 (asset management) regulated activities under the SFO, which is also a
member of Professional Insurance Brokers Association of Hong Kong, aiming
to create a one-stop financial conglomerate to provide a comprehensive range
of financial services and to enhance the overall competitiveness of Freemen.
In the long run, Freeman aims at extending its financial services businesses to
Mainland China and will continue to pursue new opportunities in the financial
services industry to enhance values to its shareholders.

Money Lending Business

The Group provides short-term loans to various borrowers. Those
short-term loans carried interest rates ranging from 10% to
18% per annum. During the Year, the money lending business
contributed a loan interest income of HK$8.70 million to the
Group.
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OUTLOOK

loT Business

The major business activities of Rentian Technology covers
cloud computing and data processing and analysis (“cloud”),
telecommunication infrastructure and technologies (“pipeline”)
and terminal computing (“endpoint”) for corporate loT systems.
Given the varied but inter-related businesses of the subsidiaries,
Rentian Technology's business portfolio is diversified with
potential for profit growth. Following the acquisitions and initial
consolidation platform of subsidiaries in 2015, Rentian Technology
continued to expand its business in the corporate IoT solution
sector in 2016.

A brief discussion and analysis of the operations of the principal
subsidiaries of the Group is as follows.

Human-Machine Interactive Devices business

FSCE focuses on commercial human-machine interactive
devices and develops terminal hardware, software and services
application for treasury and taxation, finance, education and
other key industries during the Year. It offered corporate solutions
incorporating intelligence and mobile telecommunication,
including but not limited to industrial integrated or self-service
systems, intelligent payment devices, printing devices and all-in-
one systems based on cloud platform. Apart from the traditional
banking sectors, FSCE will continue to explore the national treasury
and taxation sectors in the coming years. At the same time, Jiangsu
Start Dima Data Processing Company Limited* (“Start Dima”, a
directly non wholly-owned subsidiary of FSCE) will also continue
to expand in insurance and other finance sectors. In respect of
the research and development of new products, FSCE co-operated
with CNEOP to develop the next-generation intelligent payment
endpoints which are expected to be launched in 2017, thereby
realising synergies in terms of technology and resource sharing.

o The official name is in Chinese and the English is translated for identification

purpose only
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Integrated smart loT solutions business

The principal businesses of CNEOP encompass smart loT endpoints
and industrial solutions. During the Year, CNEOP achieved new
milestones and extended the coverage of its smart loT endpoints
from the existing logistic and courier industries to other new areas,
such as customs. In the aforementioned development collaboration
with FSCE, CNEOP also tried to integrate payment and other
features to its existing smart endpoints in order to process and
collect cash flow information. In terms of industrial solutions,
CNEOP will focus on the construction of smart community and

solutions for the healthcare industry.

Hexicom continued to perform loT telecommunication
development during the Year. In addition to the existing operator
clients, Hexicom is also trying to establish footholds in second- and
third-tier cities served by these operator clients. In the meantime,
Hexicom also consolidated Lepei, which is equipped with state-
of-the-art optical transmission design capacity, thereby laying
a solid foundation for an improvement in its overall product
design capacity and the development of new products. The newly
developed power line communication product is gradually rolled

out for commercial applications by telecommunication operators.

2016 has been a year of major transition for Guangzhou Wealth-
Depot Logistics Technology Company Limited* (“Wealth-Depot”).
Although Wealth-Depot has a good reputation and a wide
customer base for its major products in the industry, upstream
raw material and other costs have restricted Wealth-Depot's profit
growth. Wealth-Depot strived for new development in smart bins
and storage and logistic automation. It co-operated with CNEOP to
develop smart bins. It also conducted strategic collaboration with
a topnotch international storage and logistic automation developer
to tap into new projects. The transition of Wealth-Depot leads
domestic competitors and is expected to deliver further results in
the coming year.

* The official name is in Chinese and the English is translated for identification

purpose only
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Next Concept Group is principally engaged in the provision of
one-stop solutions to companies engaging in the commodities
trading industry such as commodity exchange company. Next
Concept Group achieved rapid growth in both business and
earnings in the current year. As an integrated corporation,
Next Concept Group has put enormous effort in establishing a
technology-oriented internet service management system which
goes beyond boundaries and exceeds users’ expectation. Next
Concept Group developed an independent and innovative model
for core management areas such as strategic planning, marketing
and internal control. With its innovative technologies and self-
developed IT risk management and control system, Next Concept
Group has transformed the customer’s passive IT operation model
into an active monitoring system which automatically amends
malfunctions, successfully safeguards internet security and
maintains sustainability on a continuous basis. Next Concept Group
was awarded “High and New Technology Enterprise” in the PRC
which affirmed its competitiveness in core technology and laid a
solid foundation to becoming a leading technology company in
the commodities industry. Next Concept Group will continue in
developing advanced technology and providing excellent service to
attract customers. Tapping into the trend of integration between
internet and traditional industries, Next Concept Group will expand
its business and explores opportunities in areas such as finance
leasing for commodities, futures of commodities and internet
finance. By bringing in capital, technology and talents, Next
Concept Group intends to further invest in technological research
and development and foster innovations to fulfill its future demand
in software and hardware development.

As for the co-operation between the subsidiaries during the
Year, the Group has invested additional resources and strived to
encourage collaborations between subsidiaries spanning from
collaborative technological research and development to marketing
co-operation. Such initiatives have yielded groundbreaking results,
such as the next-generation intelligent payment endpoints (which
involved FSCE and CNEOP) and smart bin system (which involved
Wealth-Depot and CNEOP).
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As mentioned in the Company’'s announcements dated 7 May
2015, 20 July 2015, 3 August 2015, 7 August 2015, 11 August
2015, 31 March 2016 and notes 35 to 36 to the consolidated
financial statements, the vendors of Next Concept Group, CNEOP,
Hexicom, Wealth-Depot and Lepei Group agreed to provide
profit guarantee to the Group, namely “Next Concept Group
Profit Guarantee”, “CNEOP Profit Guarantee”, "“Hexicom Profit
Guarantee”, “Wealth-Depot Profit Guarantee” and “Lepei Group

Profit Guarantee”.

The profit after tax of Next Concept Group for the Year was exceed
HK$144 million, as a result, Next Concept Group had successfully
met the Next Concept Group Profit Guarantee for the Year.

The profit after tax of CNEOP for the Year was exceed RMB15.60
million (equivalent to approximately HK$19.39 million), as a result,
CNEOP had successfully met the CNEOP Profit Guarantee for the
Year.

The profit after tax of Hexicom for the Year was exceed RMB15
million (equivalent to approximately HK$18.64 million), as a result,
Hexicom had successfully met the Hexicom Profit Guarantee for the
Year.

The profit after tax of Wealth-Depot for the Year was
approximately RMB7 million (equivalent to approximately HK$8.18
million), as a result, Wealth-Depot failed to meet the Wealth-Depot
Profit Guarantee for the Year and 65,079,365 consideration shares
in aggregate were deducted accordingly.

The profit after tax of Lepei Group for the Year was exceed RMB4.5
million (equivalent to approximately HK$5.35 million), as a result,
Lepei Group had successfully met the Lepei Group Profit Guarantee
for the Year.
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Securities investment business

Despite such a volatile investment environment, value investment
remains as Rentian Technology's core investment philosophy.
Despite volatility, Rentian Group's principle of value investment
should generate solid returns in the long run, from Rentian
Group's point of view. Constituent stocks continue to be the core
holdings in Rentian Group's portfolio. Rentian Group will allocate
some weight to mid and small caps as the Group find that there
are still plenty of undervalued companies with attractive risk/
reward profiles and resilient earnings outlooks. In addition, the
market price of each stock will also be affected by the financial
performance and development plans of the relevant company,
as well as the outlook of the industry in which such company
operates.

The weakening RMB, government policy changes, rising interest
rates, and growing Sino-US tensions are some of the determining
factors for the volatility in equity markets in 2017. The investment
outlook seems challenging and full of opportunities. We shall
continue to adopt a strict bottom-up approach to identifying
investment opportunities in the long run.
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FINANCIAL REVIEW
Results for the Year

The Group's revenue for the Year increased by 33.12% year-on-
year to approximately HK$1,203.58 million (2015: HK$904.10
million). The increase was mainly driven by robust growth
in Integrated Smart loT solutions business, which generated
revenue of approximately HK$511.47 million and representing
an increase of 731.93% from approximately HK$61.48 million
in 2015. Increase in revenue from Integrated Smart loT solutions
business was mainly contributed by (i) revenue from Next
Concept Group of approximately HK$308.57 million since its
acquisition in April 2016; and (ii) full year revenue generated
from subsidiaries acquired in the previous year amounted to
approximately HK$178.97 million, representing an increase of
191.10% from approximately HK$61.48 million in 2015. Revenue
from Human-Machine Interactive Device business amounted to
approximately HK$657.77 million, which represented a decrease
of 12.21% from approximately HK$749.23 million in 2015 as a
result of depreciation of RMB against Hong Kong dollar and keen
competition in the industry. Revenue from both Integrated Smart
loT solutions business and Human-Machine Interactive Device
business contributed 97.15% of total revenue for 2016. Revenue
from the securities and other investment business decreased by
71.93% to approximately HK$25.64 million (2015: HK$91.35
million) due to market volatility during 2016.
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Non-HKFRS Measures

To supplement this report which are presented in accordance
with HKFRS, adjusted net profit and adjusted EBITDA are used
as additional financial measures. These financial measures are
presented because they are used by management to evaluate
operating performance. The Company also believes that these
non-HKFRS measures provide useful information to help investors
and others understand and evaluate the Company’s consolidated
results of operations in the same manner as management and in
comparing financial results across accounting periods and to those
of our peer companies.

The following table sets forth the Company’s non-HKFRS financial
data for the years presented:

FERUBREEATEER
ERARRFIRBEBMBIMEEAZY] 2K
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Year ended 31 December

2016 2015

(in HK$'000) (F#&T) ZE-RF e
Non-HKFRS Financial Data FEEBER IR SRR B R
Adjusted net profit R S 329,750 100,864
Adjusted EBITDA 4 EEEBITDA 473,765 154,554
Adjusted EBITDA margin* AZ B EBITDA S * 39.4% 17.1%
Adjusted earnings per share KRBRGRAER GEM)
(in HK cents)

— basic —ERK 2.61 1.06

— diluted —#58 2.56 1.06

* Adjusted EBITDA margin is calculated by dividing adjusted EBITDA by revenue.
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EEEFNWEDN

BEt-A=1T—HLEE

Year ended 31 December

2016 2015
(in HK$'000) (F&T) —E—RF ZET—RF
Profit for the year F 185 231,014 61,004
Non-cash share options expenses RS ERERST
Share-based payment in respect of FHBEREZ RN N2
share options A 52,192 29,344
Non-cash expenses arising from acquisitions WEE4AZFBRELRX
Share-based payment in respect of B s FIREZ
profit guarantee LARR 19 2 7 2 5RIR 10,423 2,606
Long-term employee benefits in respect of BERNREZ
profit guarantee REEERF 19,060 7,910
Amortisation arising from acquisitions W B 7 A 2 8 17,061 -
46,544 10,516
Adjusted net profit KRR 329,750 100,864
Taxation IR 22,120 6,956
Finance costs b E A 109,685 37,732
Depreciation e 12,210 9,002
Other amortisation H sy = -
Adjusted EBITDA KT EBITDA 473,765 154,554
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Non-HKFRS adjusted net profit

Non-HKFRS adjusted net profit eliminates the effect of non-
cash share-based payment in respect of share options and profit
guarantee, long-term employee benefits in respect of profit
guarantee, and amortisation of intangible assets arising from
acquisitions. The term of adjusted net profit is not defined under
HKFRS.

Non-HKFRS adjusted EBITDA

Non-HKFRS adjusted EBITDA, as presented, represents adjusted
net profit, and adjusted to taxation, finance costs, depreciation
and other amortisation. The use of non-HKFRS adjusted EBITDA
has certain limitations because it does not reflect all items of
income and expenses that affect operations. Items excluded
from non-HKFRS adjusted EBITDA are significant components
in understanding and assessing our operating and financial
performance. Non-cash share-based payments expenses and long-
term employee benefits in respect of profit guarantee, depreciation
and amortisation have been and may continue to be incurred are
not reflected in the presentation of non-HKFRS adjusted EBITDA.
Each of these items should also be considered in the overall
evaluation of the Company’s results.

Non-HKFRS adjusted earnings per share

Non-HKFRS adjusted basic earnings per share and non-HKFRS
adjusted diluted earnings per share are not defined under HKFRS.
Non-HKFRS adjusted basic earnings per share is defined as adjusted
net profit attributable to the owners of the Company divided by
weighted average number of ordinary shares outstanding. The
denominator for computing the adjusted diluted earnings per share
is calculated by the weighted average number of ordinary shares
outstanding to assume certain specific conditions of part of the
share options were met and those share options were exercised.
The numerator of adjusted diluted earnings per share is adjusted
net profit attributable to the owners of the Company.
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Management Discussion and Analysis

Liquidity, Financial Resources, Borrowing and Gearing Ratio

As at 31 December 2016, the current assets and current liabilities
of the Group were approximately HK$3,588.32 million (2015:
HK$2,547.19 million) and approximately HK$923.28 million
(2015: HK$723.86 million) respectively. The liquidity ratio,
which is calculated as current assets over current liabilities, was
approximately 3.89 times as at 31 December 2016, as compared to
that of approximately 3.52 times as at 31 December 2015.

The Group financed its operation largely through internal cash
resources, bank borrowings, placing of promissory notes and
convertible bonds. As at 31 December 2016, the Group maintained
cash and bank balances (including pledged bank deposits) at
approximately HK$442.68 million (2015: HK$232.10 million). The
increase in cash and bank balances was mainly due to the equity
funding, placing of promissory notes and issuing of convertible
bonds during the Year. The Group’s gearing ratio, expressed as
a percentage of total borrowings and long-term debts (including
promissory notes and convertible bonds) over total equity, is
stated at 47.74% (2015: 40.01%). The increase in gearing ratio
was mainly due to placing of promissory notes of aggregate
principals of HK$530.48 million and the issuance of US$80 million
(equivalent to approximately HK$620.40 million) in principal
amount of convertible bonds during the year.

The Group's total assets and total liabilities as at 31 December
2016 amounted to approximately HK$5,436.61 million (2015:
HK$3,467.95 million) and approximately HK$2,003.12 million
(2015: HK$1,203.64 million) respectively. The debt ratio, which
is calculated based on total liabilities over total assets, was
approximately 0.37 times as at 31 December 2016, as compared to
that of approximately 0.35 times as at 31 December 2015.
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Management Discussion and Analysis

EEENWEDN

Capital Structure

On 18 January 2016, the Company, through a placing agent,
placed 500,000,000 shares to an independent investor at the
placing price of HK$0.42 per share. The placing was completed
on 4 February 2016. The Company received a net proceed of
approximately HK$204.67 million from the subscription which
was used for (i) approximately HK$66.25 million was used for the
general working capital of the Group; (ii) approximately HK$17.40
million was used for repayment of loans; and (iii) approximately
HK$121.02 million was used for investment in securities up to
the date of this report. As a result, the number of shares in issue
increased from 8,136,390,530 shares to 8,636,390,530 shares on
4 February 2016.

On 7 April 2016, the Company issued 1,512,000,000
consideration shares under issue mandate at an issue price of
HK$0.51 per share to certain vendors as part of consideration to
acquire 51% equity interests in Next Concept. As a result, the
number of shares in issue increased from 8,636,390,530 shares to
10,148,390,530 shares on 7 April 2016.

On 23 September 2016, convertible bonds (the “Convertible
Bonds”) in the principal amount of US$80 million have been issued
by the Company to two independent investors. Based on the
initial conversion price of HK$0.586 per share, upon conversion
in full of the Convertible Bonds, 1,058,703,070 convertible shares
will be issued. Details of the Convertible Bonds are set out in
the Company’s announcements dated 9 September 2016 and 23
September 2016.

The capital of the Company comprises only ordinary shares. As at

31 December 2016, the issued share capital of the Company was
10,148,390,530 shares.
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Management Discussion and Analysis

Foreign Currency Exposure

The Group is not subject to material foreign currency exposure
since its operations in Hong Kong are mainly denominated in Hong
Kong dollars and the Group’s revenue and operating costs in PRC
are denominated in the functional currency of the Group entity
making the sales or incurring the costs. Accordingly, the Directors
consider that the currency risk is not significant. As such, no
hedging instrument is considered necessary by the Board during
the Year. The Directors will monitor the Group’s exposure on an
ongoing basis and will consider hedging the currency risk should
the need arise.

Pledge of Assets

As at 31 December 2016, the Group was granted margin facilities
from certain regulated securities brokers. The facilities were
secured by the Group's financial assets at fair value through
profit or loss and available-for-sale financial assets with carrying
amount of HK$1,437.45 million (2015: HK$1,172.93 million) and
HK$110.11 million (2015: HK$110.11 million) respectively. The
Group utilised part of these facilities amounting of HK$36.04
million (2015: HK$350 million) as at 31 December 2016.

As at 31 December 2016, the Group had pledged the entire shares
of certain subsidiaries incorporated in the BVI and Hong Kong to
secure the convertible bonds up to US$110 million and promissory
notes amounted to HK$200 million.

As at 31 December 2016, the subsidiaries in the PRC had pledged
bank deposits of HK$2.95 million (2015: HK$3.85 million) to
banks to secure guarantee issued for trade finance facilities, note
payables and banking facilities granted to the subsidiaries in the
PRC.

As at 31 December 2016, the Group had pledged certain property,
plant and equipment with net book value of approximately
HK$0.48 million (2015: HK$0.71 million) to secure the interest-
bearing borrowings.
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Management Discussion and Analysis
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FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for
the Year.

MATERIAL ACQUISITIONS

During the Year, the Group has made four additional acquisitions.
Details of the transactions were disclosed in notes 34 and 35 to
the consolidated financial statements.

EMPLOYEES, REMUNERATION POLICY AND
RETIREMENT BENEFIT SCHEME

As at 31 December 2016, the Group had approximately 1,500
employees including Directors in Hong Kong and in the PRC.
Employee remuneration, bonus, share option scheme and
training policies are commensurate with individual performance
and experience and comparable to the market rate. The Group
contributes to a Mandatory Provident Fund under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for all qualifying
employees in Hong Kong. Other employee benefits include
insurance and medical cover, subsidised educational and training
programmes as well as a share option scheme.

The employees of the Group’s subsidiaries in the PRC are members
of a state-managed retirement benefit plan operated by the
government of the PRC. The subsidiaries are required to contribute
a specified percentage of payroll costs to the retirement benefit
scheme to fund the benefits.

CONTINGENT LIABILITIES

As at 31 December 2016, the Group had no material contingent
liabilities (2015: HK$Nil).
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EXECUTIVE DIRECTORS

Ms. Yang Xiaoying (%5 #) (“Ms. Yang”), aged 49, joined
the Company on 26 August 2014. She studied and obtained her
Bachelor degree in Computer Science in the University of Electronic
Science & Technology of China (B F&# X% )in the PRC and
EMBA in China Europe International Business School ( F3 E Bl B¢ T
P EBE ) . She has 27 years of experience in sales and marketing,
business development, operations as well as consulting in the IT
industry. She currently is an independent non-executive director
of Digital China Information Service Company Limited, which
is listed on the Shenzhen Stock Exchange (stock code: 000555.
SZ) and director of Fujian Start Group Company Limited (&%
BEESEROBRAR),
Exchange (Stock code: 600734.SH). Before joining the Company

which is listed on the Shanghai Stock

as an executive Director, Ms. Yang was Vice President of Oracle
Customer Services, Greater China of Oracle (China) Software
Systems Co., Ltd. from February 2006 to April 2014.

Mr. Tsang To (' 3&) (“Mr. Tsang”), aged 41, joined the Company
on 27 February 2014. He is a partner of a PRC law firm. Mr. Tsang
holds a bachelor’s degree in laws from Xiamen University (& F9A
£) and a master’s degree in laws from the University of London.
He is admitted as a solicitor to the High Court of Hong Kong as
well as a PRC qualified lawyer. Mr. Tsang was an executive director
of Enterprise Development Holdings Limited (stock code: 1808)
(formerly known as Tai-I International Holdings Limited), a company
listed on the Stock Exchange.
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Management Profile

EEEBE

Mr. Choi Chi Fai (L&) (“Mr. Choi”), aged 39, joined the
Company on 4 March 2015. He holds a Bachelor of Business
Administration in Accounting from The Hong Kong University
of Science and Technology. Mr Choi is a member of Hong Kong
Institute of Certified Public Accountants and a fellow member
of the Association of Chartered Certified Accountants. He has
over 10 years of experience in internal and external auditing,
merger and acquisition, and direct investment. He currently is
the Chief Investment Officer of Carnival Group International
Holdings Limited (stock code: 996), which is listed on the Stock
Exchange. He was an independent non-executive director of Energy
International Investments Holdings Limited (stock code: 353)
and Associate Director of CCB International Asset Management
Limited ("CCBIAM"). CCBIAM is ultimately controlled by China
Construction Bank Corporation (stock code: 939), which is listed
on the Stock Exchange and the Shanghai Stock Exchange (stock
code: CH. 601939). He also holds directorships in the major
subsidiaries of the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhang Xiaoman (3R/M#@) (“Mr. Zhang”), aged 35, joined
the Company on 4 March 2015. He holds a bachelor’'s degree
in laws from Peking University. He is a partner of a law firm and
qualified lawyer in China. He is currently an independent non-
executive director of Huarong Investment Stock Corporation
Limited (stock code: 2277) and was an independent non-executive
director of Enterprise Development Holdings Limited (stock code:
1808) until he resigned on 28 January 2015.
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Mr. Chin Hon Siang (BRJ§ %) (“Mr. Chin"), aged 47, joined the
Company on 14 October 2015. He holds a Bachelor of Commerce
Degree from Monash University. Mr Chin is a member of CPA
Australia. He has over 15 years of experience in external auditing,
merger and acquisition and corporate finance. He currently is
an independent non-executive director of Ping Shan Tea Group
Limited, a company listed on the Stock Exchange (stock code: 364).
He served as the Chief Financial Officer of Asia Green Agriculture
Corp, a company formerly listed on the Over-the-Counter Bulletin
Board in the United States of America (stock code: AGAC), from
September 2012 to August 2015, the Chief Finance Manager
of Dukang Distillers Holdings Limited, a company listed on
Singapore Exchange (stock code: GJ8) and Taiwan Stock Exchange
Corporation (stock code: 911616), from May 2010 to March 2012
and the Chief Financial Officer of United Food Holdings Limited,
a company listed on Singapore Exchange (stock code: AZR), from
September 2002 to April 2010.

Mr. Huang Xin (ZfR) (“Mr. Huang”), aged 33, joined the
Company on 15 November 2016. He holds a master’s degree in
laws from Peking University. He has worked in United Securities
Limited, HongYuan Securities Co., Limited and Credit Suisse
Founder Securities Limited and engaged in investment banking
business. He is currently a director of F/BFFRERERB RN AR
‘A7) (Rayspower New Energy Co., Ltd.*), a company listed on
National Equities Exchange and Quotations (NEEQ: 430065), the
director and general manager of It RER EEHERBEERET
A\ (Beijing Jingyixhihui education technology Co.*) and & ¥
ERHMEREEE AR QA (Gongingcheng Xingchen Education
Investment Co.*) and member of investment committee of A Z&
B (&M)IREEEAR AR (Suzhou lJiuitailanshan Investment
Co.*).
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Report of the Directors

EEEHRE

The Directors hereby present their report together with the audited
consolidated financial statements of the Group for the financial
year ended 31 December 2016.

PRINCIPAL PLACE OF BUSINESS

The Company is a company incorporated in the Cayman Islands
with its registered office at P.O. Box 309, Ugland House, Grand
Cayman, KY1-1104, Cayman Islands and its principal place of
business at Suites 2001 & 2002, 20/F.,, AIA Central, 1 Connaught
Road Central, Hong Kong.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company is an investment holding company, and, through
its subsidiaries and associated company, is principally engaged in
(i) the provision of integrated smart Internet-of-things solutions
to enterprise customers; (ii) Human-machine Interactive Devices
business; (iii) securities investment; and (iv) money lending
business. Further discussion and analysis of these activities as
required by Schedule 5 to the Hong Kong Companies Ordinance,
including a discussion of the principal risks and uncertainties facing
the Group and an indication of likely future developments in the
Group’s business, can be found in the Management Discussion
and Analysis set out on pages 11 to 28 of this annual report. This
discussion forms part of this directors’ report.

Particulars of the Company’s principal subsidiaries are set out in
note 14 to the consolidated financial statements.

The environmental policies and performance, compliance with
relevant laws and regulations and relationships with employees are
also discussed under the section headed “Environmental, Social

and Governance Report” on pages 63 to 80.
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COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

During the year under review, as far as the Board and management
are aware, there was no material breach of or non-compliance
with the applicable laws and regulations by the Group that has a
significant impact on the businesses and operation of the Group.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group recognises that employees are one of the significant
assets of the Group. The Group aims to continue establishing a
caring environment to employees and emphasise the personal
development of its employees.

The Group maintains a good relationship with our customers and
suppliers. The Group aims to continue providing quality products
and services to our customers and establishing co-operation
strategy with our suppliers.
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Report of the Directors
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MAJOR SUPPLIERS AND CUSTOMERS

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively
during the financial year is as follows:

ITEHEBEREFR
RAMBFERN ERASEEERS Rt
R HE RBEE AR T

Percentage of the Group’s total

FiETHEE B
Sales Purchases
AEBEHELAE FAEERELAE
Largest customer/supplier BARF /HIER 12% 14%
Five largest customers/suppliers ARBFE /HEEE:T
in aggregate 34% 39%

At no time during the year did the directors, their associates or
any shareholder of the Company (which to the knowledge of the
directors of the Company owned more than 5% of the Company’s
issued capital) have any interest in these major customers and
suppliers.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2016
and the state of affairs of the Company and of the Group as at
that date are set out in the consolidated financial statements on
pages 89 to 242.

The Directors do not recommend the payment of any dividend in
respect of the year ended 31 December 2016.

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year
amounted to HK$232,000.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during
the Year are set out in note 11 to the consolidated financial
statements.
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SHARE CAPITAL

Details of movements in share capital of the Company during
the Year are set out in note 30 to the consolidated financial
statements. Shares were issued during the Year on placing of
new shares and consideration shares. Details about the issue
of consideration shares are also set out in note 34(a) to the

consolidated financial statements.

CONVERTIBLE SECURITIES, OPTION, WARRANTS
OR OTHER SIMILAR RIGHTS

Details of movements in share option of the Company are set out
in note 31 to the consolidated financial statements.

Details of the convertible bonds issued during the Year or
subsisting at the end of the Year are set out in note 29 to the
consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association and the laws in the Cayman Islands, which
would oblige the Company to offer shares on a pro rata basis to its
existing shareholders.

PURCHASE, SALES OR REDEMPTION OF
SECURITIES

During the year ended 31 December 2016, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of
the Company’s listed securities.

RESERVES

Movements in the reserves of the Company during the Year are
set out in note 42(a) to the consolidated financial statements.
The surplus in distributable reserves of the Company as at 31
December 2016 amounted to approximately HK$3,029,791,000
(2015: HK$2,046,987,000)
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FIVE YEARS SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 243 and
244 of the annual report.

RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTIONS

Related party transactions are disclosed in note 38 of the
consolidated financial statements.

The Group has entered into the following connected transactions
during the Year:

(a) Continuing Connected Transactions

(i) On 1 January 2016, 1 July 2016 and 30 September
2016, tenancy agreements were entered into between
FSCE, a wholly-owned subsidiary of the Company (as
the lessee) and REBESEE R M B2 F (Fujian Start
Group Company Limited*) (“Fujian Start”) (as the lessor),
in relation to the lease of an office premise in Fuzhou,
the PRC owned by Fujian Start for an aggregate term
of 12 months commencing from 1 January 2016 to 31
December 2016 (the “Tenancy Agreements 1”).

On 28 December 2015, 1 July 2016 and 30 September
2016, tenancy agreements were entered into between
Start Dima (as the lessee) and Fujian Start (as the lessor),
in relation to the lease of an office premise in Fuzhou,
the PRC owned by Fujian Start for an aggregate term
of 12 months commencing from 1 January 2016 to 31
December 2016 (the “Tenancy Agreements 2”).
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Details of the Tenancy Agreements 1 and Tenancy
Agreements 2 were set out in the Company's
announcement dated 30 September 2016.

Accordingly, the Company set the annual cap for the
aggregate amount of rental to be payable under the
Tenancy Agreements 1 and Tenancy Agreements 2 at
approximately HK$4,000,000 for the year ended 31
December 2016.

The transactions under the Tenancy Agreements 1 and
Tenancy Agreements 2 were subject to the reporting,
announcement and annual review requirements, but
were exempt from the independent shareholders’
approval requirement under Chapter 14A of the Listing
Rules.

During the Year, the aggregate rents of approximately
RMB3,189,000 (equivalent to approximately
HK$3,726,000) were paid under the Tenancy Agreements
1 and Tenancy Agreements 2.

On 30 December 2016, the FSCE, as lessee, and Fujian
Start, as lessor, entered into a tenancy agreement
(“Tenancy Agreement 3"), pursuant to which FSCE
has agreed to renew the existing lease of an office
premise owned by Fujian Start for a term of 12 months
commencing from 1 January 2017 to 31 December 2017.

On the same day, Start Dima, as tenant, and Fujian Start,
as landlord, entered into a tenancy agreement (“Tenancy
Agreement 4"), pursuant to which Start Dima has agreed
to renew the existing lease of an office premise owned by
Fujian Start for a term of 12 months commencing from 1
January 2017 to 31 December 2017.

Details of the Tenancy Agreement 3 and Tenancy
Agreement 4 are set out in the Company's
announcement dated 30 December 2016.
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(i)

On 7 December 2015, the Company entered into the
services agreement (the “Services Agreement”) with
Carnival regarding the provision of the services by the
Group to Carnival and its subsidiaries for a term of one
year commencing from 1 January 2016 and expiring on
31 December 2016. Details of the Services Agreement
are set out in the Company’'s announcement dated 7

December 2015.

Accordingly, the Company set the annual cap for the
aggregate annual fee for the services under the Services
Agreement at HK$20,000,000 for the year ended 31
December 2016.

The transactions under the Services Agreement were
subject to the reporting, announcement and annual
review requirements, but were exempt from the
independent shareholders’ approval requirement under

Chapter 14A of the Listing Rules.

During the Year, no service fee was recognised.
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(b) Connected Transactions

On 6 November 2015, Wealth Global Investment Limited
("Wealth Global”), an indirect wholly-owned subsidiary of
the Company, entered into the agreement with the vendor,
to acquire 17% equity interest of FSCE at a consideration of
RMB52,372,200 (equivalent to approximately HK$63,022,000)
(the "Acquisition”). On 13 January 2016, Wealth Global, & &
REBRKREBEMAR QA (Qingdao Jiahuasheng Investment
Consulting Co. Ltd.*) (“Qingdao Jiahuasheng”) and the
Vendor entered into a supplemental agreement, pursuant to
which the parties agreed that Qingdao Jiahuasheng will take
up all the rights and obligations of Wealth Global under the
agreement and become the purchaser of the Acquisition in
place of Wealth Global. The Acquisition was completed in
April 2016 and settled in cash. FSCE was then became an
indirect wholly-owned subsidiary of the Company.

The Acquisition constitutes a discloseable and connected
transaction for the Company under Chapter 14 and
Chapter 14A of the Listing Rules and is subject to reporting,
announcement and the independent shareholders’ approval
requirements under the Listing Rules. Details of the agreement
were set out in the announcements of the Company dated
6 November 2015 and 13 January 2016 and the circular of
the Company dated 27 November 2015. The Acquisition was
approved by independent shareholder of the Company at the
extraordinary general meeting held on 14 December 2015.

* The official name is in Chinese and the English is translated for

identification purpose only
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(c)

40

Annual review of the continuing connected Transactions

In accordance with Rule 14A.37 of the Listing Rules, the
independent non-executive directors of the Company
("INEDs") had reviewed the above continuing connected
transactions (the “2016 Continuing Connected Transactions”)
which was subsisting during the Year and confirmed that the
2016 Continuing Connected Transactions had been entered
into:

(i) in the ordinary and usual course of business of the
Group;

(i) on normal commercial terms; and

(iii) in accordance with the relevant agreements governing
the 2016 Continuing Connected Transactions on terms
that were fair and reasonable and in the interests of the
Company's shareholders as a whole.

The Company’s auditor was engaged to report on the Group’s
2016 Continuing Connected Transactions in accordance
with Hong Kong Standard on Assurance Engagements
3000 (Revised) “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’'s Letter on
Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor has issued an unqualified
letter containing their findings and conclusions in respect of
the 2016 Continuing Connected Transactions disclosed above
by the Group in accordance with Rule 14A.56 of the Listing
Rules. A copy of the auditor’s letter has been provided by the
Company to the Stock Exchange.

Save as disclosed above, none of the material related party
transactions as disclosed in note 38 to the consolidated
financial statements constituted discloseable non-exempted
connected transaction or non-exempted continuing connected
transaction under the Listing Rules.
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To the extent of the above material related party transactions
constituted connected transaction as defined in the Listing Rules,
the Company had complied with the relevant requirements under
Chapter 14A of the Listing Rules during the Year.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The Directors who held office during the Year and up to the date
of this report were:

Executive Directors
Ms. Yang Xiaoying
Mr. Tsang To

Mr. Choi Chi Fai

Independent Non-Executive Directors
Mr. Zhang Xiaoman

Mr. Chin Hon Siang
Mr. Huang Xin (appointed on 15 November 2016)

Mr. Pak William Eui Won (resigned on 15 November 2016)

In accordance with Article 116 of the Article of Association of
the Company, Mr. Choi Chi Fai and Mr. Zhang Xiaoman will retire
from office by rotation and, being eligible, offer themselves for re-
election at the forthcoming annual general meeting.
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DIRECTORS’ SERVICE CONTRACTS

Ms. Yang has entered into a service contract with the Company on
16 June 2014. The service contract was effective from 26 August
2014, which may be terminated by either party thereto by giving
to the other party three month’s prior notice in writing. Ms. Yang
is entitled to a director’s fee of HK$104,167 per month and the
Company will bear the salaries tax arises from this service contract
in Hong Kong by Ms. Yang.

Save as disclose above, none of the Directors proposed for re-
election at the forthcoming annual general meeting has a service
contract with the Company which is not terminable by the
Company within one year without payment of compensation,
other than statutory compensation.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the Year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN BEENROREBERD ZEZRAE
SHARES AND UNDERLYING SHARES

The Directors who held office at 31 December 2016 had the BRRBEEFMBEGRIIEI2EEAFELZ
following interests in the shares of the Company, its holding EERESTBRABEERARERZM 4L
company, subsidiaries and other associated corporations (within BN _E-REFT_A=T—0 ERAEHE
the meaning of the Securities and Futures Ordinance (the “SFO")) ZEZRAQNT - HERAR  WEARRE
at that date as recorded in the register of directors’ and chief HAREEE (FE BEHERBEKR) Z2KH
executives’ interests and short positions required to be kept under PR AT R

section 352 of the SFO:

(i) Long positions in shares of the Company (i) REQXTFROPZHR
Total
number % of the
Ordinary  Derivative of shares Company’s
shares shares held issued
(no. of (no. of (no. of share
Name of Directors Capacity shares) shares) shares) capital Note
EARAR
EBR TERD FBEROLE CSBRITRAE
EEfE 546 (BR®E) (RHE®HE) (ROHAB) ZESE Wi
Mr. Yang Interest of controlled 168,000,000 60,000,000 228,000,000 2.25% 1
corporation/Beneficial
owner
Bt REBRSEB 2 #Ew/
EnBEAA
Mr. Choi Beneficial owner - 142,363,900 142,363,900 1.40% 2
gL EmEEA
Mr. Tsang Beneficial owner - 30,000,000 30,000,000 0.30% 3
BRAE EmEEA
Note 1: Toplap International Limited, the beneficial owner of 168,000,000 fff5E1: Toplap International Limited
shares, is 90% owned by Ms. Yang. 60,000,000 shares are derived (168,000,000 f& 17 2 Em kA A) B 15
from the interest in 60,000,000 share options granted by the 7+ HEH90% %  60,000,0008% B 15 £7
Company to Ms. Yang exercisable into 60,000,000 shares. 4 B AR B F 5%+ 260,000,00015

Mtz ARABRETAITE M
#EX60,000,000% f% {7

Note 2: These 142,363,900 shares are derived from the interest in MfsE2 @ 3%142,363,900 B 5T B AR AR T
142,363,900 share options granted by the Company to Mr. Choi 2247 142,363,90017 AR IE 2 25 - A
exercisable into 142,363,900 shares. BARE AR A AT LATT 8 - MR ER 142,363,900

A& A% 17 ©

Note 3: These 30,000,000 shares are derived from the interest in 30,000,000 MizE3 :  %30,000,0008 IR HTHE B AR AIE T &
share options granted by the Company to Mr. Tsang exercisable into % 4 230,000,000 Rk iE 2 #wm - B H
30,000,000 shares. fE % B W] LATT 6 - 4 T #2EX30,000,000/%

& 17
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section headed “Share Option Scheme”
below and note 31 to the consolidated financial statements, 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 acquisition of shares in, or debt securities
(including debentures) of, the Company or any other body
corporate, neither the Directors nor any of their spouses or children
under the age of 18 had any right to subscribe for the securities or
debt securities of the Company or had exercised any such right.

DIRECTORS’ INTEREST IN CONTRACTS

No contracts of significance in relation to the Group's business to
which the Company or any of its subsidiaries or holding companies
was a party to and in which any of the Company’s directors or
members of its management had a material interest in, whether
directly or indirectly, subsisted at the end of the Year or at any time
during the Year.

DIRECTORS’ INTEREST IN A COMPETING BUSINESS

During the Year and up to the date of this report, no Director is
considered to have interests in a business which competes or is
likely to compete, either directly or indirectly, with the businesses
of the Group, as defined in the Listing Rules.

SHARE OPTION SCHEME

The Company has a share option scheme which was adopted
on 6 August 2007 whereby the Directors are authorised, at their
discretion, to invite employees of the Group, including directors
of any company in the Group, to take up options to subscribe for
ordinary shares of the Company. The purpose of the scheme is to
provide an opportunity for employees of the Group to acquire an
equity participation in the Company and to encourage them to
work towards enhancing the value of the Company and its shares
for the benefit of the Company and its Shareholders as a whole.
The share option scheme shall be valid and effective for a period of
ten years ending on 5 August 2017, after which no further options
will be granted.
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The exercise price of options is the highest of the nominal value of
the shares, the closing price of the shares on the Stock Exchange
on the date of grant and the average closing price of the shares
on the Stock Exchange for the five business days immediately
preceding the date of grant.

As at 31 December 2016, the executive directors and employees of
the Group had the following interests in options to subscribe for
shares of the Company (market value per share at 31 December
2016 was HK$0.54) granted for HK$1 under the share option
scheme of the Company. As at 31 December 2016, the total grant
date fair value of unexercised unvested options, measured in
accordance with the accounting policy set out in note 31 to the
consolidated financial statements, amounted to HK$52,192,000.
The options are unlisted. Once vested, each option gives the holder
the right to subscribe for one ordinary share of the Company.
Assuming that all the options outstanding as at 31 December 2016
are exercised, the Company will receive proceeds of approximately
HK$477,735,000.
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Number of share options

BREHA
Lapsed/
As at Granted Cancelled As at
Exercise 1 January during during 31 December
Category of participant Date of grant price 2016 the year the year 2016
®
®» ZE-RE
—E-RE EREXR/ +=A
SREER R A8 TEME —A—H FREE 8 =t+-H
Executive Directors:
BITES:
Ms. Yang (Note 1) 30 March 2015 HK$0.247 60,000,000 - - 60,000,000
Bt (M) “Z-R¥=A=1H 0.247%8 7L
Mr. Choi 30 March 2015 HK$0.247 72,363,900 - - 72,363,900
BEE —E-RE=R=TH 0.247% 7T
14 July 2016 HK$0.52 - 70,000,000 - 70,000,000
—E-R"EtRA+tHEA 0.52/87T
72,363,900 70,000,000 - 142,363,900
Mr. Tsang 30 March 2015 HK$0.247 20,000,000 - - 20,000,000
2P “E-RF=A=+H 0.24757T
14 July 2016 HK$0.52 - 10,000,000 - 10,000,000
“E-RELATHEA 0.525% 7T
20,000,000 10,000,000 - 30,000,000
Employees in aggregate 30 March 2015 HK$0.247 551,275,150 - (108,863,900) 442,411,250
EE#&G —Z-h¥=A=+H 0.247% 7T
14 July 2016 HK$0.52 - 515,800,000 (7,000,000) 508,800,000
ZEZ-REtAtTEA 0.52% 7T
6 December 2016 HK$0.493 - 50,000,000 - 50,000,000
ZE-A"F+ZRAAH 0.493% T
551,275,150 565,800,000  (115,863,900) 1,001,211,250
Total 703,639,050 645,800,000  (115,863,900) 1,233,575,150
@t
Note: BT -
1. Ms. Yang also through Toplap International Limited owns 168,000,000 shares of 1. BZRTIRERToplap International Limited# A

the Company. 168,000,000 % 7% 7~ & % 17
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Apart from the foregoing, at no time during the Year was the
Company, or any of its holding company, subsidiaries or fellow
subsidiaries a party to any arrangement to enable the Directors
to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate

SUBSTANTIAL SHAREHOLDER AND OTHER
PERSONS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2016, the following persons (other than the
directors or chief executive of the Company) has interests or short
position in the shares and underlying shares of the company, being
5% or more of the Company’s issued share capital, as known
to the Company or recorded in the register required to be kept
under Section 336 of the SFO and in accordance with information

received by the Company.

Number in shares

Name of shareholders (Long position)

% of voting right
(Long position)

o

..‘ —
P a8
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Number of shares % of voting right

(Short position) (Short position)

ROBE EREEZEDL ROEE EREBZEIL
REHE (&) (&) (XR) (XR)
Mr. King Pak Fu (“Mr. King") (Note 1) 5,398,483,350 53.20% - -
RAEFEE(IREE]) (M)
Central Huijin Investment Ltd 926,365,187 9.13% - -
TRESREFREMELR
Mr. Lee Tai Hay ("Mr. Lee"”) (Note 2) 795,022,942 7.83% - -
FREEE([FERE]) (H32)
Mr. Zhao Zhen Zhong (“Mr. Zhao") 592,941,176 5.84% - -
BRI AL ([HEE])
China Huarong Overseas Invesment 589,751,535 5.81% - -
Holdings Co., Limited
PREREIMREERERA
Ministry of Finance of the People s 589,751,535 5.81% - -
Republic of China
i AR A AN BB
Sun Siu Kit 589,751,535 5.81% - -
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Notes:

1. Mr. King is interested in the share capital of the Company through his wholly-
owned companies Mystery Idea Limited and Better Joint Venture Limited,
being the beneficial owner of 5,231,723,350 shares and 11,260,000 shares
respectively and through Carnival, being the beneficial owner of 155,500,000
shares. Carnival is 63.37% indirectly owned by Mr. King.

2. Giant Profit Enterprises Limited (“Giant Profit”) is wholly-owned by Mr. Lee
and Giant Profit is interested in 320,670,000 shares. As such, Mr. Lee is
deemed to be interested in 320,670,000 shares held by Giant Profit and will be
deemed to be interested in 795,022,942 shares, being the beneficial owner of
474,352,942 shares and 320,670,000 shares respectively.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and
within the knowledge of the Directors as at the date of this annual
report, the Company has maintained the prescribed public float
under the Listing Rules.

CODE OF BEST PRACTICE

Principal corporate governance practices adopted by the Company
are set out in the Corporate Governance Report on pages 50 to
62.

EVENT AFTER THE REPORTING PERIOD

Details of the significant event after the reporting period of
the Group are set out in note 41 to the consolidated financial
statements.
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AUDITOR

The consolidated financial statements of the Company for the year
ended 31 December 2016 were audited by Mazars CPA Limited.

A resolution will be submitted to the forthcoming annual general
meeting of the Company to re-appointed Mazars CPA Limited as
auditor of the Company.

ON BEHALF OF THE BOARD
Yang Xiaoying
Executive Director and Chief Executive Officer

Hong Kong
28 March 2017
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The Company recognises that good governance standards
maintained throughout the Group serves as an effective risk
management mechanism for the Company. The Board is committed
to ensuring a high level of corporate governance standards.

CORPORATE GOVERNANCE PRACTICES

The Board has adopted its own code on corporate governance
practices which incorporate all the code provisions in the
Corporate Governance Code (the "CG Code”) as set out in
Appendix 14 to the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”). The Company will continue
to enhance the corporate governance standards throughout the
Group and ensure further standards be put in place by reference
to the recommended best practices whenever suitable and
appropriate.

Save as disclosed below, in the opinion of the Directors, the
Company has adopted and complied with the CG Code as set out
in Appendix 14 to the Listing Rules during the year.

(@) CG Code Provision A.2.1 stipulated that the roles of chairman
and chief executive officer should be separate and should
not be performed by the same individual. Ms. Yang Xiaoying
was appointed as the chief executive officer on 1 May 2015
and is responsible for monitoring the daily operation and
management of the Company. Although the responsibilities
of the Chairman and the Chief Executive Officer are vested
in one person, all major decisions are made in consultation
with the Board members. There are three independent
non-executive Directors in the Board. The Board considers
that there is sufficient balance of power and the current
arrangement maintains a strong management position of the
Company. The Board will keep reviewing its current structure
and the need of appointment of a suitable candidate to
perform the role of Chairman.
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(b) CG Code Provision A.4.1 stipulated that non-executive
directors should be appointed for a specific term and be
subject to re-election. The Company has not fixed the term
of appointment for non-executive directors, which constitutes
a deviation from Code Provision of A.4.1. However, all
non-executive directors are also subject to retirement by
rotation and re-election at the annual general meeting of
the Company pursuant to Article 116 in the Articles of
Association of the Company.

(c) CG Code A.6.7 stipulated that independent non-executive
directors and other non-executive directors should attend
general meetings and develop a balanced understanding of
the view of shareholders. Due to other pre-arranged business
commitments which must be attended by the Directors, Mr.
Zhang Xiaoman was not able to attend the general meeting
of the Company on 14 March 2016 and while Mr. Pak William
Eui Won was not able to attend the general meetings on 14
March 2016 and 31 May 2016 respectively.

DIRECTORS’ SECURITIES TRANSACTIONS
Conduct on Share Dealings

The Company has adopted a code of conduct for securities
transactions and dealings (the “Code of Conduct”) based on
the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Listing Rules (the “Model
Code”). The terms of Code of Conduct are no less exacting than
the standards in the Model Code, and the Code of Conduct applies
to all the relevant persons as defined therein. Specific enquiry has
been made of all Directors who have confirmed in writing of their
compliance with the required standards set out in the Code of
Conduct during the year under review.
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CORPORATE MANAGEMENT
Board of Directors
Composition

As at the date of this report, the Board is comprised of 6 members
including 3 executive Directors and 3 INEDs. The biographical
details are set out on pages 29 to 31 of this report. The executive
Directors are responsible for managing the Group’s business,
including business development, corporate strategies and company
policies. The INEDs endeavor to assist the Board to maintain high
standards of financial and other mandatory reporting standards as
well as providing adequate checks and balance for safeguarding
the interest of shareholders and the Company as a whole.

Independent Non-executive Directors

For the year ended 31 December 2016, the number of INEDs at all
times exceeded one-third of the Board membership. Pursuant to
the Listing Rules, the Company has received written confirmation
from each INED of his/her independence to the Company, and the
Company considered each of them is independent under Rule 3.13
of the Listing Rules. None of the existing INEDs is appointed for
a specific term which constitutes a deviation from code provision
A.4.1 of the CG Code.

However, one-third of the Directors of the Company (both
executive and independent non-executive) are subject to retirement
by rotation at each annual general meeting under the Articles
of Association of the Company. The Company considers that
sufficient measures have been taken to ensure that the Company’s
corporate governance practices are in line to those of the CG
Code. The Board is comprised of professionally qualified and
diversified individuals.
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Directors’ Training

All Directors should keep abreast of the responsibilities as
a director, and of the conduct and business activities of the
Company. The Company is responsible for arranging and funding
suitable training for the Directors. During the year, all Directors,
except for Mr. Huang Xin who newly appointed on 15 November
2016, namely Ms. Yang Xiaoying, Mr. Tsang To, Mr. Choi Chi
Fai, Mr. Zhang Xiaoman and Mr. Chin Hon Siang confirmed that
they had participated in appropriate continuous professional
development to develop and refresh their knowledge and skills or
had studied the reading materials relevant to corporate governance
and other regulatory requirements in order to ensure that their
contribution to the Board remains informed and relevant.

All Directors had provided the company secretary with their
training records for the year under review. All Directors are
encouraged to attend relevant training courses and seminars
that may require keeping abreast with the latest changes in laws,
regulations and the business environment.

Board Process

The Board meets regularly throughout the year to discuss
the overall strategy as well as the operational and financial
performance of the Group. In 2016, the Board held 4 scheduled
full board meetings. In addition, executive board meetings are
convened when necessary to deal with day-to-day matters that
require the Board’s prompt decision, and therefore usually only
executive Directors attend. Individual attendance records on full
board meetings and committees meetings are set out on page 54
of this annual report. Directors who are considered having 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 resolutions
subject to certain exceptions set out in the Articles of Association
of the Company. The company secretary maintains minutes of
the Board meetings for inspection by Directors. All directors have
access to the services of the company secretary who regularly
updates the Board on corporate governance and regulatory
matters. Any Director, Audit Committee member, Remuneration
Committee member and Nomination Committee member of the
Company may take independent professional advice at the expense
of the Company should they so wish.
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Board and Board Committee Attendance

The following table indicates the number of Board, committee
and general meetings during the financial year and the number of
attendance by each of the Directors:

EZERESZEEZHER
TRETEZS HETZEGMBRRAE
RAFHREEABRTEZLHERTESH
EE AN

Number of meetings attended/held

HE/ BTEEAE
Audit  Remuneration Nomination
Name Board Committee Committee Committee General
#e Bz ENZEE yMzEE RE#ZEE BREAE
Executive Directors HiTES
Ms. Yang Xiaoying HEELT 13/19 - - - 112
Mr. Tsang To BEEE 16/19 - 17 - 11
Mr. Choi Chi Fai BEBLE 19119 - - - 22
Independent Non-executive BUFHTES
Directors
Mr. Pak William Eui Won (resigned ~ Pak William Eui Won%t £
on 15 November 2016) (RZF—R%E
T-ATHART) 11/14 22 17 0 072
Mr. Zhang Xiaoman RNBEE 15/19 2 17 212 112
Mr. Chin Hon Siang BELEE 19/19 2 17 212 212
Mr. Huang Xin (appointed BMEE
on 15 November 2016) (RZF—R%E
T-RTHBEZE) 35 - - - -

During the year, meetings of the Chairman and the INEDs without
presence of the executive Directors and the management were
held to discuss and review the performance of the executive
Directors and the management. This also includes the adequacy
of systems and controls in place to safeguard the interests of the
Group.

Directors’ Duties

The Board in charge of leadership and supervision on the Group's
affairs and is collectively responsible for promoting the success of
the Group. Each Director has a duty to act in good faith and in the
best interests of the Company.
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Matters that require decisions by the Board normally include but
not limited to overall Group strategies, major acquisitions and
disposals, annual and interim results, recommendation on the
appointment or re-appointment of Directors, and other significant
operational and financial matters. Directors are kept up-to-date by
monthly management information on a timely basis as well as on
major changes that may affect the Group’s businesses, including
relevant rules and regulations.

The Board acknowledges its responsibility to prepare the
financial statements and have them audited on an annual basis.
The Company has adopted the generally accepted accounting
standards in Hong Kong in preparing financial statements.
Reasonable and prudent judgment and estimates have been made.
The Group announces its financial results on a timely basis.

Corporate Governance Functions

The Board is responsible for performing the corporate governance
duties including:

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

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

(c) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(e) to review the Company's compliance with Appendix 14 to
the Listing Rules (Corporate Governance Code and Corporate
Governance Report).

During the year, the Board reviewed the corporate governance
policy and practices of the Company.
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Indemnification of Directors and Officers

The Directors and officers are indemnified under a directors’ and
officers’ liability insurance against any liability incurred by them in
the discharge of their duties while holding office as the directors
and officers of the Company.

Chairman and Chief Executive Officer

Code Provision A.2.1 provides that the role of chairman and chief
executive officer should be separate and should not be performed
by the same individual. During the year, Ms. Yang Xiaoying was
appointed as the chief executive officer on 1 May 2015 and
monitored the daily operation and management of the Company.
The Board will keep reviewing the current structure of the Board
and the need of appointment of a suitable candidate to perform
the role of Chairman.

BOARD COMMITTEES

The Board established an Audit Committee, a Remuneration
Committee and a Nomination Committee with defined terms
of reference. Audit Committee, Remuneration Committee and
Nomination Committee are chaired by Independent Non-Executive
Directors.

(@) Audit Committee

The Company has established an Audit Committee which
comprises three INEDs namely Mr. Chin Hon Siang, Mr.
Zhang Xiaoman and Mr. Huang Xin. The Audit Committee
has reviewed the audit findings, the accounting principles
and practices adopted by the Group, the Listing Rules and
statutory compliance, and has discussed auditing, internal
control, risk management and financial reporting matters
(including the interim and annual financial statements) with
senior management and the auditor. In addition, the Audit
Committee has also reviewed the adequacy of resources,
qualifications and experience of staff of the Group's
accounting and financial reporting function.
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The Audit Committee met two times during the year to
review the Group’s annual and interim financial statements,
review the external auditor’s plan for the audit of the Group's
accounts,
procedures and the financial reporting systems of the Group
and make recommendations with respect to the appointment

review the risk management and internal control

and re-appointment of the auditor of the Company.

Remuneration Committee

A Remuneration Committee has been established in
accordance with the requirements of the CG Code. The
Remuneration Committee comprises three INEDs, namely Mr.
Zhang Xiaoman, Mr. Chin Hon Siang and Mr. Huang Xin and
one executive Director, namely Mr. Tsang To. The primary
duties of the Remuneration Committee are to review and
determination of the remuneration policy and packages of the
directors and management executives. No Director is involved
in deciding his own remuneration.

The Remuneration Committee meet one time during the
year to review the remuneration policies and remuneration
packages of the Directors of the Company.

Nomination Committee

A Nomination Committee has been established in accordance
with the requirements of the CG Code. The Nomination
Committee comprises three INEDs, namely Mr. Chin Hon
Siang, Mr. Zhang Xiaoman and Mr. Huang Xin. The primary
duties of the Nomination Committee are to review the
structure, size and composition of the Board, and select and
make recommendations to the Board on the appointment of
Directors and senior management.

The Nomination Committee met two times during the year to
review the year to review the size, composition and structure
of the Board, assess the independence of the INEDs, review
the suitability of the Directors proposed for re-election at the
annual general meeting and approve the nomination and
appointment of the executive Director, independent non-
executive director and chief executive officer of the Company
and recommend to the Board for approval.

(b)

(c)
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ACCOUNTABILITY AND AUDIT
Financial Reporting

The Board is committed to providing a balanced, clear and
comprehensive assessment of the financial performance and
prospects of the Group in all the disclosures made to the
shareholders and the regulatory authorities.

Timely release of interim and annual results announcements
reflects the Board’s commitment to provide transparent and up-to-
date disclosures of the Group’s performance.

The Board, assisted by the Audit Committee, oversees the financial
reporting process and the quality of the financial reporting of the
Group. The Audit Committee reviews and monitors the integrity
of the Group’s annual and interim financial statements. It also
reviews the appropriateness of the Group’s accounting policies and
the changes to these policies as well as ensuring these financial
statements comply with accounting standards and regulatory
requirements.

The Directors acknowledge their responsibilities for preparing the
accounts of the Company and the responsibilities of the external
auditors with in respect to financial reporting which are set out in
the Independent Auditors’ Report on pages 81 to 88.

External Auditor

The fees paid/payable to the Company’s auditor, in respect of audit,
review and non-audit services for the year ended 31 December
2016 amounted to HK$1,340,000, HK$263,000 and HK$289,000
respectively.
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COMPANY SECRETARY

The company secretary is responsible to the Board for ensuring
that board procedures are followed and that the Board is fully
briefed on all legislative, regulatory and corporate governance
developments and that it has regard to them when making
decisions and would also facilitate induction and professional
development of Directors. The company secretary is also directly
responsible for the Group’s compliance with the continuing
obligations of the Listing Rules, Codes on Takeovers and Mergers
and Share Buy-backs, Companies Ordinance, Securities and Futures
Ordinance and other applicable laws, rules and regulations.

Mr. Wong Kwok San (“Mr. Wong") was appointed as the company
secretary of the Company on 1 October 2014. He is responsible
to the Board for ensuring the board procedures are followed and
that the Board is briefed on legislative, regulatory and corporate
governance developments. Mr. Wong has confirmed that he had
received no less than 15 hours of relevant professional training for
the year ended 31 December 2016, in compliance with Rule 3.29
of the Listing Rules.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board recognises the overall responsibility for the
establishment, maintenance, and review of the risk management
internal control system that provides reasonable assurance of the
reliability and integrity of financial and operational information,
effectiveness and efficiency of operations, the safeguarding of
assets and the compliance with laws and regulations. Such systems
are designed to manage rather than eliminate all risks of failure
where its goal is to provide reasonable but not absolute assurance
regarding the achievement of organisational objectives.

The Board, through its Audit Committee, assesses the effectiveness
of the Group’s risk management and internal control system which
covers all material controls, including financial, operational and
compliance control.

The risk management contains the following processes, which
are connected to setting up targets, identification of risks, risk
prioritisation and assessment, risk owner appointment, review,
handling, reporting, follow-up, monitoring and reacting to
identified risks.
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The Group’s internal audit function is performed by an internal
audit team, which reports directly to the Board and Audit
Committee.

With the adoption of a risk-based approach, the internal audit
team takes the lead to evaluate the risk management and internal
control systems of the Group by reviewing all its major operations
on a cyclical basis. The audit reviews cover all material controls
including financial, operational and compliance controls. Results
of the audit reviews in the form of internal audit reports are
submitted to the members of the Audit Committee for discussion
at the Audit Committee meetings. The internal audit reports are
also followed up by the internal audit team to ensure that findings
previously identified have been properly resolved.

The Board also engaged an external professional firm to conduct
the annual review of the effectiveness of the risk management
and internal control systems for the Year. The Group has
properly followed all recommendations, and ensures these
recommendations will be implemented within a reasonable time.

The Company regulates the handling and propagation of inside
information according to the “Guidelines on Disclosure of Inside
Information” published by the Securities and Futures Commission
in June 2012 and as indicated in the corporate responsibility policy
and various affiliate proceedings to ensure inside information
remains confidential until the disclosure of such information is
appropriately approved, and the propagation of such information is
efficiently and consistently made. The Company regularly reminds
the Directors and employees about the due compliance with all
policies regarding the inside information with the latest regulatory
updates.

The Board has conducted a review of the systems of risk
management and internal control for the Year to ensure the
effectiveness and adequacy of the systems. Such review shall
be conducted annually. The Board considered that the risk
management and internal systems of Company for the Year were
effective and adequate.
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SHAREHOLDERS'RIGHTS

Convening Extraordinary General Meeting and Putting
Forward Proposals at Shareholders’ Meetings

Pursuant to the Articles of Association of the Company,
shareholders are requested to follow article 72 of the Articles of
Association of the Company to propose new resolutions at the
general meetings. However, shareholders are requested to follow
article 72 of the Articles of Association of the Company. Pursuant
to article 72 of the Articles of Association of the Company,
general meetings shall be convened on the written requisition
of any two or more members of the Company deposited at the
principal office of the Company in Hong Kong or, in the event the
Company ceases to have such a principal office, the registered
office specifying the objects of the meeting and signed by the
requisitionists, provided that such requisitionists held as at the date
of deposit of the requisition not less than one-tenth of the paid up
capital of the Company which carries the right of voting at general
meetings of the Company. General meetings may also be convened
on the written requisition of any one member of the Company
which is a recognized clearing house (or its nominee(s)) deposited
at the principal office of the Company in Hong Kong or, in the
event the Company ceases to have such a principal office, the
registered office specifying the objects of the meeting and signed
by the requisitionist, provided that such requisitionist held as at the
date of deposit of the requisition not less than one-tenth of the
paid up capital of the Company which carries the right of voting
at general meetings of the Company. If the Board does not within
21 days from the date of deposit of the requisition proceed duly
to convene the meeting, the requisitionist(s) themselves or any of
them representing more than one-half of the total voting rights of
all of them, may convene the general meeting in the same manner,
as nearly as possible, as that in which meetings may be convened
by the Board provided that any meeting so convened shall not
be held after the expiration of three months from the date of
deposit of the requisition, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to them by the Company.
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If a shareholder, who is entitled to attend and vote at the relevant
general meeting, wishes to nominate a person (not being the
nominating shareholder) to stand for election as a Director, he or
she should give a notice to the secretary of the Company in writing
of the intention to propose a person for election as a Director and
notice in writing by that person of his or her willingness to be so
elected, no earlier than the day after the dispatch of the notice of
the relevant general meeting and no later than 7 days prior to the
date appointed for the relevant general meeting.

Detailed procedures for shareholders to propose a person for
election as a Director are available on the Company’s website.

Procedures for directing Shareholders’ enquiries to the Board

Shareholders may send written enquiries to the Company for the
attention of the company secretary at the Company’s principal
place of business in Hong Kong.

INVESTOR RELATIONS AND COMMUNICATIONS

The Company continues to pursue a proactive policy in promoting
investor relations and communication by maintaining meetings
with institutional shareholders, fund managers and analysts
through different means including meetings, presentations and
correspondence. In an effort to enhance communications with
shareholders and investors, the Company maintains a website
(www.rentiantech.com) to disseminate information relating to the
latest business developments and all Company announcements.
The Company regards the Annual General Meeting (the “AGM")
as an important event as it provides direct communication between
the Board and its shareholders. All shareholders of the Company
are given at least a minimum of 20 clear business days notice
of the date and venue of the AGM at which time the Directors
and committee members are available to answer questions on
the business. The Company supports the CG Code’s principle to
encourage shareholder participation. The Board, according to the
Listing Rules, will conduct voting at the forthcoming AGM by poll.
The results of the Company voting will be announced on the Stock
Exchange’s website and the Company’s website.

During the year, there was no significant change in the Company’s
constitutional documents.
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ABOUT THIS ESG REPORT
Overview

This Environmental, Social and Governance (ESG) Report (the
"ESG Report”) of the Group for the year ended 31 December
2016 covers environmental and social subject areas in accordance
with the requirements of Environmental, Social and Governance
Reporting Guide stated in Appendix 27 to the Listing Rules.
Corporate governance is addressed separately in the Corporate
Governance Report.

Scope of the ESG Report

The ESG Report endeavours to present a balanced representation
of the Group's environmental and social performance and covers
the entire operations of all entities in the Group.

The content of the ESG Report is defined through a process to
determine ESG management approach, strategy, priorities and
objectives relating to the Group’s operations, to describe our
management, measurement and monitoring system employed
to implement ESG strategy, and to disclose our key policies,
compliance with relevant laws and regulations, and our
performance.

Approved by the Board

The Board has overall responsibility for the Group’s ESG strategy
and reporting. The Board is responsible for evaluating and
determining the Group's ESG-related risks, and ensuring that
appropriate and effective ESG risk management and internal
control systems are in place. The ESG Report was approved by the
Board on 28 March 2017.
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BRE HERERARKSE

ENVIRONMENTAL AND SOCIAL SUBJECT AREAS OF
THE GROUP

About the Group

The Group is principally engaged in (i) the provision of integrated
smart Internet-of-things solutions to enterprise customers; (ii)
Human-machine Interactive Devices business; (iii) securities
investment; and (iv) money lending business. The Group mainly
operates in Mainland China and Hong Kong. Particulars of the
Group's principal entities are set out in note 14 to the consolidated
financial statements for the year ended 31 December 2016.

Strategies

Environmental and social responsibilities are viewed as the Group’s
core commitment to environment, internal workplace, and
external community, and an integral part of the Group's practice
to create value for stakeholders. Our strategy is to fulfil the
Group’s environmental and social responsibilities through achieving
environmental and social objectives during daily operations.

Objectives

We integrate environmental and social considerations into the
Group’s business objectives to achieve:

Environmental objectives:

e Add environmentally-friendly elements to our daily research,
development, manufacturing, sales, and service activities;

e  Continuously improve waste management;
e Use energy and resources efficiently; and

e  Reduce greenhouse gas emissions
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Social objectives:

e Respect rights of employees and promote an equal
opportunity workplace;

e  Commit to occupational safety and health, and provide a safe
and healthy workplace;

e Promote community participation; and

e Commit to ethical business practices, and build integrity
within the workplace

Approach

Monitored by the Board, the Group is executing its environmental
and social strategy and achieving its related objectives through a
series of actions and commitments:

Embed environmental and social objectives into business
processes including decision making process;

e  Formulate and document environmental and social policies for
management and staff members to follow;

e Comply with environmental and social laws and regulations;

e Report our performance on a balanced picture;

e  Ensure appropriate and effective ESG risk management and
internal control systems are in place; and

e  Practise corporate citizenship in things we do
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Environmental and social management system comprises:

The direction from the board to fulfil the ESG responsibilities;

Day-to-day execution of environmental and social strategy and
achieving its objectives by senior management;

Performance and achievements done by employees in
accordance with the Group’s environmental and social
policies;

Compliance with environmental and social laws and
regulations; and

Review and monitoring of ESG risk management and internal
control systems by the Board

Measures for the achievement of environmental and social

objectives are:

Environmental policies;

Social policies;

Checklists for the compliance with applicable environmental
and social laws and regulations; and

Requiring documentation for the performance and
achievements of environmental and social related activities or
matters

The implementation of environmental and social strategies,

management of environmental activities, and measurement of

achieving environmental and social objectives are monitored by

dedicated managerial staff members and finally by the Board for its

overall ESG responsibility.
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Stakeholder Engagement and Materiality

Stakeholder engagement is a key success factor in formulating
our environmental and social strategy, defining our objectives,
assessing materiality, and establishing policies. Our key

stakeholders include customers, suppliers, employees and

management. We have conducted a survey, discussed or
communicated with stakeholders to understand their views and
respond to their needs and expectations, evaluated and prioritised
their inputs to improve our performance, and finally strived to
provide value to our stakeholders, community and the public as a

whole.

Based on the stakeholder engagement, we have identified issues
with significant environmental and social impact and issues
concerning stakeholders. The results of materiality assessment
prioritised stakeholder inputs and made us focused on the material
aspects for actions, achievements and reporting. Except key
performance indicators which will be disclosed in our ESG report
for the year ending 31 December 2017, we present below the

relevant and required disclosure.
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GENERAL DISCLOSURE
A. Environmental

The Group recognises the importance of a practice to protect
the natural environment for the benefit of humans. We are
committed to doing things we can to reduce the degrading of
the biophysical environment.

Aspect A1: Emissions

Emissions refer to air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous
and non-hazardous waste.

. Air and Greenhouse Gas Emissions

Air emissions include NOx, SOx, and other pollutants
regulated under national laws and regulations.
Greenhouse gases include carbon dioxide, methane,
nitrous oxide, hydrofluorocarbons, perfluorocarbons and
sulphur hexafluoride.

— Air and Greenhouse Gas Emissions from Production

The Group controls air emissions during the
production process. Our subsidiary established
policies to control air emissions by requiring
employees to operate and maintain the production
equipment properly to avoid excessive air and
greenhouse emissions. Quality control department
is responsible for inspection of air emissions on
a regular basis. External environmental agency is
engaged to measure the emissions if it is necessary.
Excessive emissions are required to be addressed and
remedied timely.
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Air and Greenhouse Gas Emissions from Vehicles

The Group believes that green logistics brings
benefits, which include reduction of transportation
costs and reduction of energy consumption and
pollution. As such, the Group requires that trucks
used for long-distance transportation are loaded
to the optimal capacity. In particular, the Group
encourages optimising transportation routes, high
loading rate and proper tire pressure to achieve
efficiency.

The Group reminds employees to consider
environmental impact in their commuting decisions
to reduce air and greenhouse emissions. Employees
are encouraged to take public transportation as
often as possible and select fuel-efficient vehicles.
While employees are driving, it is suggested to
avoid unnecessary acceleration or deceleration,
close windows when the vehicle is travelling at
high speed, and only use air-conditioning when it is
necessary.

The Group requires vehicles to use unleaded petrol
and maintain the vehicles properly. Vehicles should
undergo annual emissions testing and repair when it
is necessary to improve air quality.

Indirect Greenhouse Gas Emissions from Electricity
Consumption

The Group requires workers to turn the machine on
only when production preparation work has been
done, and turn the machine off immediately at the
end of production to reduce the indirect greenhouse
gas emissions from electricity consumption.
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Installation of energy-efficient lighting has been
planned. It is required for proper maintenance of
electricity devices to avoid electricity leakage. Air-
conditioning should be set at reasonable range.
It is also required to disable the standby mode
for all electrical appliances, including computers,
photocopiers and printers before leaving the office.

- Indirect Greenhouse Gas Emissions from Business —

Travel by Employees

The Group recognises the severity of indirect
greenhouse gas emissions from business travel by
employees, and encourages employees to utilise
teleconference instead of overseas meetings and
choose railway for short-distance travels to reduce
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the number of air travel and ultimately reduce the INRER 2 B R o
carbon footprint of business travel.
e Discharges into Water and Land o AKKRETHEVHET
The Group requires that discharges, if any, into AEBERMKEBR BN 25
waterways and land must comply with relevant laws and ) (W8 ) BWEFERBERRE
regulations. e
e Generation of Hazardous Waste and Non-hazardous s EHERBEBEVIEAE
Waste
- Hazardous Waste — BEREED

Hazardous wastes are those defined by national
regulations. Hazardous wastes are required to
be collected by recycling companies and labelled
properly with sealed packaging.
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—  Non-hazardous Waste

The Group promotes “reduce, reuse and recycle” to
minimise waste and protect environment. Employees
are encouraged to purchase supplies or equipment
with an option to be upgraded and longer life-span,
to install recycling bins to collect recyclables, and to
have recyclers to collect recyclables.

—  Paper Waste

In order to address indirect emissions relating
to paper waste deposited at landfills, the Group
encourages employees to apply computer
technology such as email and storage devices to
reduce paper consumption, avoid unnecessary
printing or copying on paper, to print on both sides
of a sheet of paper, to put recycling boxes near the
photocopiers to collect single-sided paper for reuse
and used double-sided paper for recycling, and to
adjust documents and use space efficiency formats
to optimise use of paper.

Aspect A2: Use of Resources

The Group recognises that efficient use of resources, including
energy, water and other raw materials, in production, storage,
transportation, buildings, electronic equipment, etc. is one of
the important aspects to protect environment.

e  Efficient Use of Energy

The Group established policies and procedures to reduce
energy consumption in the facility, to assess the energy
efficiency and utilisation of machineries as well as
facilities, to increase the use of clean energy, if possible,
to set targets to monitor energy consumption, and to
ensure power is turned off when electrical appliances are
not in use.
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e Water Consumption

The Group requires employees to reduce water
consumption. For example, employees are encouraged to
fully empty any containers before washing, and to turn
off water taps promptly.

e  Efficient Use of Raw Material and Packaging Material

The Group endeavours to adopt the lifecycle assessment
approach to consider the environmental impact of
products throughout their lifecycle, covering raw material
selection, acquisition, production, usage, disposal, and
recycling. The Group encourages employees to use
recycled or renewable material for packaging, and to
design the packaging to be returnable, reusable, and
renewable.

Aspect A3: The Environment and Natural Resources

The Group is committed to reducing the production and
operation impacts on environment and natural resources.
Policies are established to consider the actual impacts on
environment and natural resources and to reduce such
impacts. As a result, our major subsidiary has obtained various
energy-saving product certificates and environmental-labelling
product certificates.

To raise the awareness of impacts on the environment and
natural resources, certain training on environment protection
is conducted. For example, human resource department
of our operating subsidiaries organised training on
environmental-labelling product certification and established
an environmental impact assessment method to assess
the occurrence and impact of actual issues resulting from
production and operation, and to establish control procedures
to mitigate such impact.
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Social

The Group recognises that fulfilling social responsibilities is
our duty as a corporate citizen. We endeavour to establish
harmonious relationship with our employees, customers,
suppliers, and the community at large. We care about the
well-being and development of employees, ensure high
standard of product responsibility, enhance transparent
relationship with customers and suppliers, and contribute to
our community development.

Employment and Labour Practices
Aspect B1: Employment

The Group has established employment policies, including
compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare.

e  Compensation and Dismissal

The Group offers competitive remuneration to attract
and retain talented staff. Remuneration packages
are reviewed periodically to ensure consistency with
employment market. Laws and regulations on minimum
wage and statutory social benefits are required to
be followed. Dismissal is required to comply with
employment laws and regulations, and to follow the
internal policies and procedures, including policy on
prevention of dismissal purely on employees’ gender,
marital status, pregnancy, disability, age or family status.

In order to retain talent, in 2016, our human resource
department conducted an employee turnover analysis to
identify the key reasons of turnover and find solutions to
improve the employee turnover rate.
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Recruitment and Promotion

The Group attracts talent through flexible, fair and
transparent recruitment strategy. Our recruitment
process includes application for recruitment, description
of position, collection of job applications, interview,
selection, approval, and job offering. Promotion is based
on performance and suitability. Promotion process
includes recommendation of candidates, evaluation,
approval, and confirmation of promotion.

Working Hours, Rest Periods, Benefits and Welfare

Employees’ working hours, rest periods, benefits and
welfare, including social security benefits and retirement
pension plans, are required to be in compliance with
employment or labour laws and regulations.

Equal Opportunities, Diversity and Anti-discrimination

The Group endeavours to provide a fair workplace for
employees and follow the principles of equality and non-
discrimination. Recruitment, remuneration, promotion,
and benefits are required to be handled based on
objective assessment, equal opportunity and non-
discrimination regardless of gender, race, employment
type, age, geographical region, or other measure of
diversity.
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Aspect B2: Health and Safety

The Group is committed to maintaining a healthy and safe
workplace for employees, and to preventing workplace
injuries and illnesses.

e  Providing a Safe Working Environment

The Group requires entities to establish and document
policies and procedures on safety for employees to
follow, set targets for the safety of employees, monitor
the safety performance against the targets periodically,
and report any safety incidents to management. For
example, our major subsidiary has established written
procedures for emergency response, including procedures
for fire extinguishing, police emergency call service,
ambulance service, and rescue procedures.

e  Protecting Employees from Occupational Hazards

One of the success factors for protecting employees from
occupational hazards is to train employees to protect
themselves from psychological and physical hazards.
The Group requires such training to be delivered to
employees, especially those who operate equipment and
tools.

In 2016, fire prevention and safety training and a fire drill
are conducted to improve employees’ response to fire
incidents.

e Work-life Balance
The Group organises leisure and sports activities outside
of workplace, including 2016 Christmas dinner in Hong
Kong to promote work-life balance for employees.
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Aspect B3: Development and Training

The Group is committed to providing adequate training to
our employees to improve their knowledge and skills for
discharging duties at work. Training includes vocational
training courses provided internally or externally and paid by
the Group.

e  Employee Development

The Group requires employees to attend internal and
external training courses, including new employee
orientation and employee continuing education to
improve employees’ knowledge and skills for their job
positions. The costs of qualified training courses are
borne by the Group.

e Training Activities
The Group recorded attendance for fresh graduates
on research and development training, and recorded
attendance for a new employee orientation training.

During the year, various training classes were organised
for our staff with an average of 6.5 hours per attendee.

Aspect B4: Labour Standards

The Group is committed to avoiding child and forced labour in
the workplace.

e  Preventing Child and Forced Labour

The Group prohibits child labour and requires human
resource department and user departments to work
together to prevent or identify child labour, and to ensure
child labour is not in our workforce.

The Group is committed to protecting human rights, to

prohibiting forced labours, and to creating a workplace
with respect, fairness, and free will for our employees.
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Operating Practices
Aspect B5: Supply Chain Management

Supply chain management is one of the important areas
of our business, which includes managing environmental
and social risks of the supply chain. The Group requires
suppliers to provide products and services for us with up-to-
standard quality, health and safety to ensure compliance with
environmental laws and regulations, and to ensure compliance
with labour standards. The contracting for purchase of
products and services is required to be based solely upon
specification, quality, service, delivery, price, and tendering.

The Group requires impartial selection of suppliers and
service providers, maximisation of competition in tendering
process, approval of contract terms, compliance with laws and
regulations, prevention and detection of bribery or fraud in
the tendering and procurement process, and achievement of
efficiency and cost saving in procurement.

Supply chain management policies and procedures are
established, including assessment, selection, approval,
procurement, and performance evaluation. Performance
evaluation is based on quality, service, cost, and delivery.
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Aspect B6: Product Responsibility

Product responsibility refers to health and safety, advertising,
labelling and privacy matters relating to products and services
provided and methods of redress.

e Health and Safety

The Group is fully responsible for our products and
services, including health and safety relating to our
products. We ensure health and safety relating to our
products from the following areas: product design to
ensure health and safety, selection of raw materials with
health and safety consideration, quality control during
the manufacturing processes, health and safety check for
finished products, proper delivery and after-sale services.

e Advertising

The Group understands our customers’ rights and is
committed to providing accurate product and service
information for customers in connection with their
purchase or consumption decision. The Group requires
careful review of advertising material to protect
customers’ interest.

e Llabelling

The Group requires that labelling is accurate, legitimate,
clear, and not misleading, and intellectual property rights
are protected.
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° Privacy Matters

The Group is committed to protecting customer data and
privacy information and keeping business information
confidential. Training to employees in this regard and
proper information system security are required.

. Methods of Redress

Although we ensure the quality of our products and
services, at the same time, the Group requires that
products or services with quality, safety, or health issues
should be returned or compensated in accordance with
terms of sales or service contracts. Return, recall, or
compensation of products and services is required to be
offered to all customers who are affected with consistent
treatment and procedures.

Aspect B7: Anti-corruption

The Group established anti-corruption policies to prohibit
employees from receiving any advantages offered by
customers, suppliers, colleagues, or other parties, while they
are performing employee duties, and prohibit any activities
involving conflicts of interest, bribery, extortion, fraud,
and money laundering. The Group encourages employees,
customers, suppliers, or other parties to report incidents
relating to any conflicts of interest, bribery, extortion, fraud
and money laundering.

In 2016, our major subsidiary conducted anti-corruption
training to employees to alert the potential risk and promote
ethical and moral behaviour.
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Community
Aspect B8: Community Investment

The Group is committed to contributing to the communities
in which we operate, including community engagement to
understand the needs of communities, and to ensure the
Group's activities take into consideration of the communities’
interest.

. Labour Needs

The Group strives to enlarge the business operation so
that we can hire more workers to utilise communities’
available labour resources.

e Community Activities

The Group encourages employees to participate
in community activities, such as community health
initiatives, sports, cultural activities, volunteer work,
education and blood donation. In 2016, the Group
donated over HK$100,000 to local charities.

° Environmental Protection

All employees of the Group are encouraged to participate
in environmental protection activities and raise the
environmental awareness of people in the communities.

Regulatory Compliance

The Group was not aware of any non-compliance with laws
and regulations that has a significant impact on the Group
relating to emissions, employment, health and safety, labour
standards, product responsibility and anti-corruption during
the year.
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Independent Auditor’s Report

BB MAZARS

To the shareholders of
Rentian Technology Holdings Limited
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Rentian
Technology Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 89 to 242, which
comprise the consolidated statement of financial position as at 31
December 2016, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
the 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 financial position of the Group as at 31
December 2016, and of its financial performance and 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.

B % BE RS

Mazars CPA LIMITED

TR o ot b 0 B 97 7 L 26
42nd Floor, Central Plaza

18 Harbour Road, Wanchai, Hong Kong
A R A U T 1 8 B BR R My 40 M
Tel Tif: (852) 2909 5555

Fax {811 (852) 2810 0032

Email B #: info@mazars.hk

Website #fg1ik: www.mazars.hk
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Basis for Opinion

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

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.
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Key audit matters identified in our audit are summarised

as follows:

Key Audit Matter
HREXEE
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BEERECHER cBRERZEEMANT :

How our audit addressed the Key Audit Matter
EERERKEERBEERSEEZHE

Recoverability of intangible assets and goodwill arising
from acquisitions

Refer to notes 12 and 13 to the consolidated financial
statements

WhEE Lz FEEEREEZ )BT
REG A ERENF12K13

As a result of the acquisitions of businesses in recent
years, the Group, among others recognised certain
intangible assets and goodwill.
HPTFRBEER - EXEEER
BENEE-

(HERBR)ETEY

The aggregate carrying amounts of the Group’s intangible
assets and goodwill amounted to HK$142,839,000 and
HK$1,194,558,000 as at 31 December 2016 respectively.

RZTE—RF+_A=1+—HH  BS£EEFLEELD
£ IRE AT D R A142,839,0005% 7T 2. 1,194,558,0007
7T|:o

The carrying amounts of intangible assets and goodwill
are significant to the consolidated financial statements.
The recoverability assessment of the intangible assets
and goodwill was performed by the management at the
relevant cash generating units (“CGUs") which involved
significant judgements and estimates about the future
results of the businesses.

BV EENMEZRASHUGAMBHRREEATE -
EREUEBTEENBEZRETZ FEERBRSE

FEMNEMET BT P RAEBEBRREEZERNHEG
K fhate

Our procedures, among others, included:

BEZRFEE:

— Assessing the competency and results of the

work of independent professional valuers that
were appointed by the management and assisted
the management to prepare the value in use
calculations;

— FMETHEREZEUABBEREREEREET
BRHEZBURXMGEMZENRIEER

—  Evaluating and challenging the composition of

the Group's future cash flow forecasts in each
CGU, and the process by which they were drawn
up, including testing the underlying value in use
calculations and comparing them to the latest
approved budgets;

— FEKRER BEEESBESELBMLARKERRR
TERI R 4B R BE 9 LA K 6 E B R TR ORI 8 R AR - B AR A
AEREREBEFMEFEN LG BHFAILETR
HEL®:

— Challenging the reasonableness of key

assumptions based on our knowledge of the
business and industry; and

- EREFHEBROTENRTNERTIERRE
51 &

—  Challenging the management on the adequacy of

sensitivity calculations.
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Key Audit Matter
BRELSEE

How our audit addressed the Key Audit Matter
EERNERKEERBERSEEZH X

Acquisition of Next Concept International Investment
Limited (“Next Concept”) and its subsidiaries (“Next
Concept Group”)

Refer to note 34 to the consolidated financial statements

Wigk 2 B REGR A ([#2]) RENER A
([E2%E])

25

AR AR TSR B i34

During the year, the Group acquired 51% equity interests
in Next Concept Group, in which, among others,
customer relationships of HK$124,703,000 and goodwill
of HK$902,225,000 were recognised.

F£A-

EEBUBESEESI %R AR EhER

F#1&124,703,0007% T & £902,225,000/% 7t ©

The accounting for the acquisition required the
identification and valuation of the assets acquired and
liabilities assumed, which involved significant judgements
and assumptions.

U AR B R Rl PR B EE M P AE B B R AU 1T

&8

84

CERERERAERER-

RENTIAN TECHNOLOGY HOLDINGS LIMITED = X R IERAER AT

Our procedures, among others, included:
EEZEFRBE:

acquired in the acquisition;

- FEHEEEZEUABBEEERNKRBEERK
BrEABAEETHREZBYEXMEMZ

Be R TR

—  Assessing the valuation methodology;

- FHAERBERE:

and liabilities assumed;

— WBABBAMKBEERMAEREZ A

understanding of the business and market; and

- EREBFHRBLAMENRNRTHRERTIER

RREAR: K

disclosure in respect of the acquisition.

- ERE EEEARAUBEENERERETRES-

Assessing the competency and results of the
work of independent professional valuers that
were appointed by the management and assisted
management to value significant intangible assets

Reviewing the identification of the assets acquired

Challenging the reasonableness of key
assumptions based on our knowledge and

Considering the adequacy of the Group’s
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Company’s 2016 annual report but does not
include the consolidated financial statements and our auditor’s
report thereon.

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

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

Responsibilities of Directors and Those Charged with
Governance for the Consolidated Financial Statements

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

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

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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Independent Auditor’s Report
Mo BE R E

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. This report is
made solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

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

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

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

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

e Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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Independent Auditor’s Report

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

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

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

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

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related
safeguards.
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Independent Auditor’s Report
B &% #AE RS

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

Mazars CPA Limited
Certified Public Accountants
Hong Kong, 28 March 2017

The engagement director on the audit resulting in this independent
auditor’s report is:

Chan Hiu Fun
Practising Certificate number: P05709
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Consolidated Statement of Comprehensive Income

REEEWARR

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE
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2016 2015
—E-XREF —E—RF
Note HK$000 HK$'000
B 5 FEx FAET
Revenue Uk &= 3(a) 1,203,580 904,096
Cost of sales 55 A R (739,321) (550,404)
Gross profit EF 464,259 353,692
Other income EH A 3(b) 40,154 23,650
Selling and distribution expenses HERDHAX (68,414) (79,319)
General and administrative expenses — MR R AT (314,305) (171,415)
Other operating expenses H 45 & F 2 - (49)
Changes in fair value of financial assets RIBRIIREAFEREY
at fair value through profit or loss HEEEZNFEE 264,436 (77,666)
Profit from operation R A 386,130 48,893
Finance costs A& A AR 5(a) (109,685) (37,732)
Gain on bargain purchase on acquisition U EEHE & N A2
of associates HEEEERES - 8,740
Share of result of associates JEMGEBE N R Z X8 15 18,960 48,059
Impairment of available-for-sale B EMKEERE
financial assets 16(a) (41,114) -
Loss on disposal of available-for-sale HEHEENHEE L
financial assets B8 16(d) (414) -
Changes in fair value of contingent JERSAREZ
consideration payables NFEED) 28 (743) -
Profit before taxation RR B4 A1 0% 5 253,134 67,960
Taxation I 8 (22,120) (6,956)
Profit for the year F R F 231,014 61,004
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Consolidated Statement of Comprehensive Income

REETEHWARR

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

2016 2015
ZE-REF —E-IF
Note HK$'000 HK$'000
Bt & THER FHT
Other comprehensive loss: Hih2HEEIE:
Items that are or may be reclassified to DAL B AR
profit or loss: etk 2 HA -
Changes in fair value of available-for- A EMBEEY
sale financial assets NEEEZED — (41,114)
Reclassification to profit or loss upon AIHHEMBEE
impairment of available-for-sale WEREEH ESR
financial assets Bk 16(a) 41,114 -
Exchange differences arising from BREBINEBEEZ
translation of foreign operations E N =% (43,061) (22,302)
Share of other comprehensive iR ERAZ
loss of associates HEi2mEEIE 15 (8,660) (5,387)
Other comprehensive loss for the year FREMZHEEE (10,607) (68,803)
Total comprehensive income (loss) FREEBA
for the year (BB BE 220,407 (7,799)
Profit attributable to: THIEAEER :
Owners of the Company PIN/NETEF =N 154,446 38,258
Non-controlling interests FEPE R i = 76,568 22,746
231,014 61,004
Total comprehensive income (loss) THIEMA2EBA
attributable to: (Bi8)#B%E:
Owners of the Company PIN/NETEF =N 152,731 (25,458)
Non-controlling interests E g 67,676 17,659
220,407 (7,799)
HK cents HK cents
AL AL
Basic earnings per share BREFRER 10 1.59 0.52
Diluted earnings per share SREBRR 10 1.56 0.52
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Consolidated Statement of Financial Position

e HRR R

At 31 December 2016 R-E—NFE+-_H=+—H

2016 2015
—E-XREF —E—RF
Note HK$'000 HK$'000
M FE FExT FATT
Non-current assets IRBEE
Property, plant and equipment I ER 11 48,484 32,916
Intangible assets mEE 12 142,839 33,144
Goodwill EES 13 1,194,558 266,592
Interests in associates RN ol - ey 15 103,444 93,144
Available-for-sale financial assets AIHNERBEE 16 357,606 493,020
Pledged bank deposits EHERIRITER 21 360 1,634
Deferred tax assets RERIBEE E 25 549 317
Contingent consideration receivables JEUR S ARAE 34(a) 452 -
1,848,292 920,767
Current assets REBEE
Available-for-sale financial assets A ERKEE 16 - 83,559
Inventories FE 17 110,596 101,325
Financial assets at fair value through PERERZATFEERERE Y
profit or loss g EE 18 2,527,073 1,707,758
Loan receivables JE U B R 19 62,427 30,748
Trade and other receivables g5 N E M EW AR 20 440,733 393,334
Income tax receivable JE U P 15 FR 5,171 -
Pledged bank deposits B ERIRITE R 21 2,594 2,214
Bank balances and cash RITHEGT MRS 22 439,726 228,247
3,588,320 2,547,185
Current liabilities RBafsE
Trade and other payables B 5 R E M ENFIE 23 313,128 288,765
Income tax payable FET TSR 4,753 6,072
Interest-bearing borrowings ATEEE 24 41,549 374,019
Promissory notes A E 26 563,846 55,000
923,276 723,856
Net current assets REBEEFE 2,665,044 1,823,329
Total assets less current liabilities EEHERARBERE 4,513,336 2,744,096
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Consolidated Statement of Financial Position

e U BRI R

At 31 December 2016 R-E—NFE+-H=+—H

2016 2015
—E—XEF —E—RF
Note HK$'000 HK$'000
B 5 TExT FATT
Non-current liabilities ERBAE
Interest-bearing borrowings ATEEE 24 433 582
Deferred tax liabilities EEFHIAEE 25 30,518 2,867
Promissory notes A E 26 434,203 476,337
Contingent consideration payables FERTSRRAE 28 15,540 -
Convertible bonds AR ES 29 599,150 -
1,079,844 479,786
NET ASSETS EEFHE 3,433,492 2,264,310
Capital and reserves BAREE
Share capital [N 30 10,148 8,136
Reserves ] 3,191,255 2,106,864
Equity attributable to owners of NATHER AERARHE
the Company 3,201,403 2,115,000
Non-controlling interests JEIEfR HE = 232,089 149,310
TOTAL EQUITY REAE 3,433,492 2,264,310

Approved and authorised for issue by the Board of Directors on 28 KHUATATREESFER _ZE—CtF=A4

March 2017 and signed on its behalf by T N\BEEREREERE
Yang Xiaoying Choi Chi Fai
Director Director
EE EFE
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Consolidated Statement of Changes in Equity
FERRERB B X

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

Attributable to the owners of the Company

KAREEAEE
Available-
for-sale
Share- financial -~ Convertible Foreign
based Capital assets bonds  currency Non-
Share Share  payment Capital ~ redemption  revaluation equity  translation Other  Statutory  Retained controlling Total
capital  premium reserve reserve reserve reserve reserve reserve reserve reserve profits  Sub-total  interests equity
AR mineE mhfk

2z &X EX MBEE BrEs  MEAEE
BE  ROGE FREE Gk EBORE EREA BB RE AfbEE  AEEE  REEN Pt EBRES  RESE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK§'000  HK$'000  HKS'000  HKS'000  HK§'000  HK$'000  HKS'000  HK$'000
FEL TAL FEL TEL TAL TEL TEL TAL FEL TEL FEL TAL TET TEL
(Notea)  (Noteb) (Notec)  (Note d) (Note e) (Notef) ~ (Noteg)  (Noteh) I(Note \))

\

(Fita)  (Witb) (Wit (Wid)  (Wake) (W) (WiEg)  (With) i)
At 1 January 2015 n=Z2-7%-A-A 724 1,649,267 - 10,482 1173 - - (244) - - 164,592 1,825,994 72,727 1,898,721
Comprehensive income 2EHA
Proft for the yeer Fmif) - - - - - - - - - - BB BB 26 61004
Oher comprehensive FREBZEES
loss for the year )
Changes in fair value of MHBENBEEL
available-for-sale LTEEY
financial assets ) - - - - - Wy - - - - - (1,114 - (41,114)
Exchange differences BEGNERMEEL
arising from translation ERZE
of foreign operations - - - - - - - (17,215) - - - (17,215) (5,087) (22,302)
Share of other comprehensive loss ERBERAZ
of associates AzEER - - - - - - - (638 - - - (638) - (538)
Other comprehensive EREH2EEE
loss for the year - - - - - (41,114) - (22,602) - - - (63,716) (5,087) (68,803)
Total comprehensive ER2E (BB KA
(loss) income for ag
the year - - - - - (41,114) - (22,602) - - 38,258 (25,458) 17,659 (7,799)
Transfer [ - - - - - - - - - 350 (350) - - -
Transactions with REEARGTZRS
owners
Contributions and distributions HERAT
Issue of bonus shares (74 R 6,512 (6,512) - - - - - - - - - - - -
Issue of new shares, AR (BNBAR)
net of expenses 900 281,614 - - - - - - - - - 282,514 - 282,514
Equity-settled share-based payments 5 &5 AR
SRZHE - - 31,950 - - - - - - - - 31,950 - 31,950
7412 275,102 31,950 - - - - - - - - 314,464 - 314,464
Changes in ownership interests
Non-controlling interests BHEAAMEEL
arising from acquisition FERER
of subsidiaries - - - - - - - - - - - - 58,924 58,924
Total transactions BRAARSZ
with owners RALE 7412 275,102 31,950 - - - - - - - - 314,464 58,924 373,388
At 31 December 2015
8,136 1,924,369 31,950 10,482 1173 (41,114) - (22,846) - 350 202,500 2,115,000 149310 2,264,310
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Consolidated Statement of Changes in Equity
RERRERSB X

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

Attributable to the owners of the Company

KRTAEEAER
Available-
for-sale
Share- financial Convertible  Foreign
based Capital assets bonds  currency Non-
Share Share  payment Capital redemption revaluation equity translation Other  Statutory  Retained controlling Total
capital  premium  reserve  reserve  reserve  reserve  reserve  reserve  reserve  reserve profits  Sub-total interests equity
Pyl AHHE ThER
k3P4 &5 BHEE @iEE  MERE
R RGEE HERE KARG ROBE EfRR i B HURE iERE  REEA Mt FERER  REGE
HK$'000  HKS'000  HKS$'000  HKS$'000  HKS'000  HKS'000  HKS$'000  HK$'000  HKS'000  HKS$'000  HK$'000  HKS$'000  HK$'000  HK$'000
FiEn TEn TER TiEn TEn TEn TiEn FiEn TEn TiEn FiEn TEx TEn TiEn
(Notea)  (Note b) (Notec)  (Noted)  (Notee) (Notef)  (Noteg)  (Noteh) (Note i)
(Wa)  (W&Eb) (Mo  (WEd)  (Wide)  (WEf)  (BdEg)  (Wih) (WD)
At 1 January 2016
8,136 1,924,369 31,950 10,482 1173 (41,114) - (22,846) - 350 202,500 2,115,000 149,310 2,264,310
Comprehensive income 2EUA
Profit for the year ERET = = = = = = = = = = 154,446 154,446 76,568 231,014
Oher comprehensive income FREBZEUA (BR)
(loss) for the year
Reclassification to profit
or loss upon impairment
of available-for-sale
financial assets
(note 16(a)) - - - - - 49,114 - = = = = 1,114 = 4,114
Exchange differences
arising from translation
of foreign operations - - - - - - - (34,169) - - - (34,169) (8,892) (43,061
Share of other comprehensive loss of
associates - - - - - - - (8,660) - - - (8,660) - (8,660)
Other comprehensive income EREBZEUA (BR)
(loss) for the year - - - - - 4,114 - (42,829) - - - (1,715 (8,892)  (10,607)
Total comprehensive income ER2ERA (FB)
(loss) for the year 4]
- - - - - 40,114 - (42,829) - - 154,446 152,731 67,676 220,407
Transfer a3 - - - - - - - - - 2,240 (2,240) - - -
Transactions with owners RREAETZRS
Contributions and distributions HERAF
Issue of new shares,
net of expenses
(note 30(a)) 500 204,168 - - - - - - - - - 204,668 - 204,668
Issue of new shares on
acquisition of
subsidiaries (note 34) 1512 664,220 - - - - - - - - - 665732 - 665732
Dividends paid to non-controlling
shareholders - - - - - - - - - - - - (5,785) (5,785)
Recognition of equity
component of
convertible bonds
(note 29) - - - - - - 22,079 - - - - 22,019 - 22,0719
Equity-settled share-based payments
A - - 67,155 - - - - - - - - 67,155 - 67,155
Share options forfeited ERRL BRE
during the year - - (4,540) - - - - - - - - (4,540) - (4,540)
2,012 868,388 62,615 - - - 22,079 - - - - 955,094 (5,785) 949,309
Changes in ownership interests EHEERES
Non-controlling interests WEHBARAMESE
arising from acquisition FRRER (Hi34)
of subsidiaries (note 34) - - - - - - - - - - - - 79,241 79,241
Acquisition of additional interest in f
non-wholly owned subsidiaries o Z
without change in control (note 35) 2 51#€) (Mi&E35) - - - = = - = - (21422 - - (214220 (58353)  (79,775)
- - - - - - - - (21,422) - - (21,422) 20,888 (534)
Total transactions with REBARTZRAHE
owners 2,012 868,388 62,615 - - - 22,079 - (21,422) - - 933672 15,103 948,775
At 31 December 2016 RoB-A%
= 10148 2,792,751 94,565 10,482 1173 - 2,079 (65675  (21422) 2590 354,706 3201403 232,089 3433492
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Notes:

Consolidated Statement of Changes in Equity

HRERREZEZH X

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

Share premium represents the excess of the net proceeds or consideration from
issuance of the Company's shares over their par value.

The share-based payment reserve comprises the fair value at the grant date
of unexercised share options granted to and other share-based payment
transactions with employees of the Group and is dealt with in accordance
with the accounting policy as set out in note 2 to the consolidated financial
statements.

The capital reserve represents the remaining credit balance pursuant to the
Group's capital reorganisation that took place in prior years.

The capital redemption reserve has been set up in accordance with the
provisions of the Companies Law of the Cayman Islands on repurchases and
cancellations of the Company’s shares.

The available-for-sale financial assets revaluation reserve has been set up and is
dealt with in accordance with the accounting policies adopted for the changes
of fair value in available-for-sale financial assets as set out in note 2 to the
consolidated financial statements.

The convertible bonds equity reserve represents the equity component
(conversion right) of the convertible bonds issued and is dealt with in
accordance with the accounting policies as set out in note 2 to the consolidated
financial statements.

The foreign currency translation reserve has been set up and is dealt with
in accordance with the accounting policies adopted for foreign currency
translation as set out in note 2 to the consolidated financial statements.

The other reserve has been set up to deal with the changes in ownership
interests in subsidiaries that do not result in a loss of control. The difference
between the amount by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is recognised in equity.

In accordance with the relevant laws and regulations in the People’s Republic of
China (the “PRC"), it is required to appropriate 10% of the annual statutory net
profits of the PRC subsidiaries (as reported in the respective statutory financial
statements of the PRC subsidiaries prepared in accordance with the PRC
accounting regulations), after offsetting any prior years’ losses as determined
under the PRC accounting standards, to the statutory surplus reserve fund
before distributing the net profit. If the accumulated statutory reserve reaches
50% of the registered capital of the respective PRC subsidiaries, the subsidiary is
not required to make any further appropriation.

T
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Consolidated Statement of Cash Flows

RERETRE X

Year ended 31 December 2016 #Z —Z

—NELT A=+ —HIFE

2016 2015
—E-RF —hfF
Note HK$'000 HK$'000
M =E FEx FATT
OPERATING ACTIVITIES REEK
Cash used in operations KEFTAR S 32 (387,555) (345,407)
Income tax paid BERER (53,628) (863)
Net cash used in operating activities REEBEFTARSFEE (441,183) (346,270)
INVESTING ACTIVITIES REED
Interest income received Bk B B TS 2
from financial institutions F B WA 3,104 2,967
Proceeds from disposal of HERHEEENBEE
available-for-sale financial assets FT15 318 123,559 -
Purchase of available-for-sale BEAMEENEEE
financial assets - (422,229)
Acquisition of an associate g % — fE B & 1 B = (83,016)
Dividends received from associates EHSZH“A’D\ AR B - 78,800
Decrease (Increase) in pledged EERIRITEFOR D
bank deposits () 645 (214)
Proceeds from disposal of property, HjE%¥ 5= K
plant and equipment AEPTIS A 2,573 -
Purchase of property, plant and equipment E%/\%% B R 3 1 (31,098) (9,995)
Net cash inflow (outflow) on WEEKTB AR 2
acquisition of subsidiaries WEAAORM)F5E 34 21,159 (150,125)
Net cash from (used in) investing RETEFE (FTA)
activities HEeFE 119,942 (583,812)
FINANCING ACTIVITIES BMEED
Dividends paid to non-controlling A 3F 122 IR AR SRR 1 2 iR B
shareholders (5,785) -
New bank borrowings raised iERTER 5,359 23,874
New margin loan raised %ﬁiﬁ%ﬂ%%%ﬁ 36,041 350,000
Repayment of bank borrowings EBEBRITEE (23,874) (86,570)
Repayment of margin loan 1ELHJ§E\/TA (350,000) -
Repayment of other borrowings EEEMEER = (25,276)
Payment for acquisition of non-controlling 4 ## JE 4% B A 26 2 1 2%
interests 35 (79,775) -
Proceeds from issue of new shares, BEATH AT 1S 518
net of expenses (BEHMRFAX) 30(a) 204,668 282,514
Proceeds from issue of convertible bonds, 217 A] #f% (& % AT 15 X 1E
net of expenses (EMBRAR) 29 614,255 -
Proceeds from issue of promissory notes 2774, E4E TS 50E 26 200,000 455,000
Repayment of obligations under BEREHEEY
finance leases (145) (36)
Interest expenses paid BN ERX (52,830) (20,617)
Net cash from financing activities RMEETHTEREERE 547,914 978,889
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Consolidated Statement of Cash Flows

REHRERER

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

2016 2015
—E-KE —E—RF
Note HK$'000 HK$'000
B 5 FHET FHET
Net increase in cash and ReRESEEYEMTEE
cash equivalents 226,673 48,807
Cash and cash equivalents FHUzReRBRSEEY
at beginning of year 228,247 189,363
Effect on exchange rate changes on ERFHHRER
cash and cash equivalents ReZEBYowE (15,194) (9,923)
Cash and cash equivalents FRZEERELEEY
at end of year, represented by URTEFRAESNRAR
bank balances and cash 439,726 228,247
Major non-cash transactions BEXRFRERS
Dividends received from an associate in B — g & A FR D
shares recorded under financial assets f& 8 (FrARIBEIR
at fair value through profit or loss BAFTEREZ
MIEEE) 15(b) - 16,524
Disposal of available-for-sale financial HERHEEE
assets for listed securities recorded B 75 & EE LAMEE
under financial assets at fair value EWESH (GFAR
through profit or loss BERiRRATFEER
ZUHBEE) 16(d) 95,000 -
Waiver of promissory notes for the AYXNTETAEGH
settlement of derivative contracts AR ERE 18(d) (57,200) -
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CORPORATION INFORMATION

Rentian Technology Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability and its shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The functional currency of the Company and its subsidiaries
(collectively referred to as the “Group”) is Hong Kong dollars
("HK$") except for those subsidiaries established in the
People’s Republic of China (the "PRC"), Renminbi ("RMB") is
the functional currency.

The address of the registered office, principal place of
business activities and particulars of the Company are set out
in the “Corporation Information” section of the annual report
for 2016.

PRINCIPAL ACCOUNTING POLICIES
Basis of preparation

These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs"), which collective term includes all applicable Hong
Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (the "HKICPA"),
accounting principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong Companies
Ordinance. These consolidated financial statements also
comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

Except accounting policies in respect of contingent
consideration arising from business combination and
convertible bonds that were newly applicable to the Group
in the current year, these consolidated financial statements
have been prepared on a basis consistent with the accounting
policies adopted in the 2015 consolidated financial
statements. The adoption of the new/revised HKFRSs that are
relevant to the Group and effective from the current year had
no significant effects on the results and financial position of
the Group for the current and prior years. A summary of the
principal accounting policies adopted by the Group is set out
below.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs

The Group has applied, for the first time, the following new/
revised HKFRSs issued by the HKCPA, which are relevant to
and effective for the Group’s financial statements for the
annual period beginning on 1 January 2016:

Amendments to Disclosure Initiative
HKAS 1
Amendments to

HKAS 27 (2011)

Equity Method in Separate
Financial Statements

Annual Improvements 2012-2014 Cycle

Project

Amendments to HKAS 1. Disclosure Initiative

The amendments include changes in the following five
areas: (1) materiality; (2) disaggregation and subtotals; (3)
structure of notes; (4) disclosure of accounting policies; (5)
presentation of items of other comprehensive income arising
from investments accounted for using equity method. It is
considered that these amendments are clarifying amendments
that do not directly affect an entity’s accounting policies or
accounting estimates.

The adoption of the amendments did not have any significant
impact on the consolidated financial statements.

Amendments to HKAS 27 (2011): Equity Method in Separate
Financial Statements

The amendments allow entities to use the equity method to
account for investments in subsidiaries, joint ventures and
associates in their separate financial statements.

The adoption of the amendments did not have any significant
impact on the consolidated financial statements.
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Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

Annual Improvements Project — 2012-2014 Cycle

HKFRS 7 Financial Instruments: Disclosures

Servicing contracts

These amendments clarify what kind of servicing
contracts may constitute continuing involvements for
the purposes of applying the disclosure requirements for
transferred financial assets that are derecognised in their
entirety.

The adoption of the amendment did not have any
significant impact on the consolidated financial
statements.

HKAS 19 Employee Benefits: Discount Rate — Regional
Market Issue

The amendment clarifies that the depth of the market
for high quality corporate bonds used to determine the
discount rate for post-employment benefit obligations
should be assessed at a currency level and not at country
level.

The adoption of the amendment did not have any
significant impact on the consolidated financial
statements.

Basis of measurement

The measurement basis used in the preparation of these

consolidated financial statements is historical cost, except

for contingent consideration receivables/payables, financial

assets at fair value through profit or loss and certain available-

for-sale financial assets, which are measured at fair value as

explained in the accounting policies set out below.
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Notes to the Consolidated Financial Statements

A MR R M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and all of its subsidiaries as
at 31 December each year. The financial statements of the
subsidiaries are prepared for the same reporting year as that
of the Company using consistent accounting policies.

All intra-group balance, transactions, income and expenses
and profits and losses resulting from intra-group transactions
are eliminated in full. The results of subsidiaries are
consolidated from the date on which the Group obtains
control and continue to be consolidated until the date that
such control ceases.

Non-controlling interests are presented, separately from
owners of the Company, in the consolidated statement of
comprehensive income and within equity in the consolidated
statement of financial position. The non-controlling interests
in the acquiree, that are present ownership interests and
entitle their holders to a proportionate share of the acquiree’s
net assets in event of liquidation, are measured initially
either at fair value or at the present ownership instruments’
proportionate share in the recognised amounts of the
acquiree’s identifiable net assets. This choice of measurement
basis is made on an acquisition-by-acquisition basis. Other
types of non-controlling interests are initially measured at
fair value, unless another measurement basis is required by
HKFRSs.
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)
Contingent consideration arising from business combination

Any contingent consideration to be transferred by the acquirer
is recognised at acquisition-date fair value. Subsequent
adjustments to consideration are recognised against goodwill
only to the extent that they arise from new information
obtained within the measurement period (a maximum of 12
months from the acquisition date) about the fair value at
the acquisition date. The subsequent accounting for changes
in the fair value of the contingent consideration that do
not qualify as measurement period adjustments depends on
how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured at subsequent
reporting dates with the corresponding gain or loss being
recognised in profit or loss.

Allocation of total comprehensive income

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

Changes in ownership interest

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

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-H=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)
Changes in ownership interest (Continued)

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and
the fair value of any retained interest determined at the date
when control is lost and (i) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests at the date when control is lost. The
amounts previously recognised in other comprehensive income
in relation to the disposed subsidiary are accounted for on
the same basis as would be required if the holding company
had directly disposed of the related assets or liabilities.
Any investment retained in the former subsidiary and any
amounts owed by or to the former subsidiary are accounted
for as a financial asset, associate, joint venture or others as
appropriate from the date when control is lost.

Subsidiaries

A subsidiary is an entity that is controlled by the Group. 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 reassesses whether it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the elements of control.

In the Company's statement of financial position which is
presented within these notes, investments in subsidiaries are
stated at cost less impairment losses. The carrying amount of
the investment is reduced to its recoverable amount on an
individual basis, if it is higher than the recoverable amount.
The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Associates

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

The Group's investments in associates are accounted for
under the equity method of accounting. Under the equity
method, the investment is initially recorded at cost and
adjusted thereafter for the post-acquisition changes in the
Group’s share of the investee’s net assets and any impairment
loss relating to the investment. Except to the extent that the
Group has incurred legal or constructive obligations or made
payments on behalf of the investee, the Group discontinues
recognising its share of further losses when the Group's
share of losses of the investee equals or exceeds the carrying
amount of its interest in the investee, which includes any long
term interests that, in substance, form part of the Group’s net
investment in the investee.

Goodwill arising on an acquisition of an associate is measured
as the excess of the cost of investment over the Group’s share
of the net fair value of the identifiable assets and liabilities of
the acquired associate. Such goodwill is included in interests
in associates. On the other hand, any excess of the Group’s
share of its net fair value of identifiable assets and liabilities
over the cost of investment is recognised immediately in profit
or loss as an income.

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated to
the extent of the Group’s interest in the investees, except
where unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are recognised
immediately in profit or loss.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Goodwill

Goodwill arising on an acquisition of a business is measured
at the excess of the consideration transferred, the amount of
any non-controlling interest in the acquiree and the fair value
of any previously held equity interest in the acquiree over the
acquisition date amounts of the identifiable assets acquired
and the liabilities assumed of the acquired business.

Goodwill on acquisition of business is recognised as a separate
asset and is carried at cost less accumulated impairment
losses, which is tested for impairment annually or more
frequently if events or changes in circumstances indicate
that the carrying value may be impaired. For the purpose of
impairment test and determination of gain or loss on disposal,
goodwill is allocated to cash-generating units. An impairment
loss on goodwill is not reversed.

On the other hand, any excess of the acquisition date
amounts of identifiable assets acquired and the liabilities
assumed of the acquired business over the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree, if any, after
reassessment, is recognised immediately in profit or loss as an
income from bargain purchase.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses. The cost
of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended
use. Repairs and maintenance are charged to profit or loss
during the year in which they are incurred.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Property, plant and equipment (Continued)

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual values over their estimated useful life. Where parts
of an item of property, plant and equipment have different
useful lives, the cost of the item is allocated on a reasonable
basis and depreciated separately. The principal annual rates
used for this purpose are as follows:

Leasehold improvement 20%-50%

Moulds 10%-30%
Plant and machinery 9%
Furniture, fixture and equipment 18%—-50%
Motor vehicles 18%-33%

Assets held under finance leases are depreciated over the
shorter of their expected useful lives or the terms of the
leases.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying amount of the item) is included in profit or loss in the
year in which the item is derecognised.

Intangible assets
Trademarks

Trademarks acquired in a business combination are recognised
at fair value at the acquisition date. Trademarks that have an
indefinite useful life are tested annually for impairment or
more frequently if events or changes in circumstances indicate
that the carrying amount may be impaired and carried at cost
less accumulated impairment losses.
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Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Intangible assets (Continued)
Customer relationships and computer software copyright

The customer relationships and computer software copyright
acquired in a business combination are recognised at fair
value at the acquisition date. Amortisation is provided on the
straight-line basis over their estimated useful lives of 5 years.

Research and development costs

Research costs are expensed as incurred. Costs incurred
on development activities, which involve the application
of research findings to a plan or design for the production
of new or substantially improved products and processes,
are capitalised if the product or process is technically and
commercially feasible and the Group has sufficient resources
to complete the development.

Financial instruments
Recognition and derecognition

Financial assets and financial liabilities, except for unlisted
available-for-sale financial assets, are recognised when and
only when the Group becomes a party to the contractual
provisions of the instruments and on a trade date basis.

Unlisted available-for-sale financial assets are recognised when
and only when the Group becomes a party to the contractual
provisions of the instruments and on a settlement date basis.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Recognition and derecognition (Continued)

A financial asset is derecognised when and only when (i)
the Group's contractual rights to future cash flows from the
financial asset expire or (i) the Group transfers the financial
asset and either (a) the Group transfers substantially all the
risks and rewards of ownership of the financial asset, or (b)
the Group neither transfers nor retains substantially all the
risks and rewards of ownership of the financial asset but it
does not retain control of the financial asset.

If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises the financial asset to
the extent of its continuing involvement and an associated
liability for amounts it may have to pay.

A financial liability is derecognised when and only when the
liability is extinguished, that is, when the obligation specified
in the relevant contract is discharged, cancelled or expires.

Classification and measurement

Financial assets or financial liabilities are initially recognised at
their fair value plus, in the case of financial assets or financial
liabilities not carried at fair value through profit or loss,
transaction costs that are direct attributable to the acquisition
or issue of the financial assets or financial liabilities.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Classification and measurement (Continued)

N

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include financial assets held for trading, financial assets
designated upon initial recognition as at fair value
through profit or loss, and financial assets resulting from
a contingent consideration arrangement in a business
combination to which HKFRS 3 applies. They are carried
at fair value, with any resultant gain and loss recognised
in profit or loss.

Financial assets are classified as held for trading if they
are (i) acquired or incurred principally for the purpose
of selling or repurchasing in the near future; (ii) part of
a portfolio of identified financial instruments that the
Group manages together and has a recent actual pattern
of short-term profit-taking; or (iii) derivatives that are
not financial guarantee contracts or not designated and
effective hedging instruments.

Financial assets are designated at initial recognition as at
fair value through profit or loss only if (i) the designation
eliminate or significantly reduce the inconsistent
treatment that would otherwise arise from measuring
the assets or liabilities or recognising gains or losses on a
different basis; or (ii) they are part of a group of financial
assets and/or financial liabilities that are managed
and their performance evaluated on a fair value basis,
in accordance with a documented risk management
strategy; or (iii) they contain embedded derivatives that
would need to be separately recorded.
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Classification and measurement (Continued)

N

Financial assets at fair value through profit or loss
(Continued)

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated
as a financial asset at fair value through profit or
loss, except where the embedded derivative does not
significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.

Loans and receivables

Loans and receivables including loan receivables, trade
and other receivables, pledged bank deposits and bank
balances and cash are non-derivative financial assets with
fixed or determinable payments that are not quoted in
an active market and are not held for trading. They are
measured at amortised cost using the effective interest
method, except where receivables are interest-free loans
and without any fixed repayment term or the effect
of discounting would be insignificant. In such case,
the receivables are stated at cost less impairment loss.
Amortised cost is calculated by taking into account any
discount or premium on acquisition over the period to
maturity. Gains and losses arising from derecognition,
impairment or through the amortisation process are
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Classification and measurement (Continued)

3)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets that are either designated at this category
or not classified in any of the other categories of financial
assets. They are measured at fair value with changes in
value recognised as a separate component of equity until
the assets are sold, collected or otherwise disposed of, or
until the assets are determined to be impaired, at which
time the cumulative gain or loss previously reported in
other comprehensive income shall be reclassified to profit
or loss as a reclassification adjustment.

Available-for-sale financial assets that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured are stated at cost less
impairment loss.

Financial liabilities

The Group’s financial liabilities include contingent
consideration payables, trade and other payables,
interest-bearing borrowings, promissory notes and
convertible bonds. All financial liabilities except for
derivatives and contingent consideration payables are
recognised initially at their fair value and subsequently
measured at amortised cost, using effective interest
method, unless the effect of discounting would be
insignificant, in which case they are stated at cost.
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. FESHBE(£)

Financial instruments (Continued)
Impairment of financial assets

At the end of each reporting period, the Group assesses
whether there is objective evidence that financial assets, other
than those at fair value through profit or loss, are impaired.
The impairment loss of financial assets carried at amortised
cost is measured as the difference between the assets’
carrying amount and the present value of estimated future
cash flow discounted at the financial asset’s original effective
interest rate. Such impairment loss is reversed in subsequent
periods through profit or loss when an increase in the asset’s
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to
a restriction that the carrying amount of the asset at the
date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

When an available-for-sale financial asset is impaired,
a cumulative loss comprising the difference between
its acquisition cost (net of any principal repayment and
amortisation) and current fair value, less any previously
recognised impairment loss in profit or loss, is reclassified
from equity to profit or loss as a reclassification adjustment.
Impairment losses recognised in profit or loss in respect
of available-for-sale equity instrument are not reversed
through profit or loss. Any subsequent increase in fair value
of available-for-sale equity instrument after recognition
of impairment loss is recognised in equity. Reversal of
impairment loss of available-for-sale debt instruments are
reversed through profit or loss, if the increase in fair value
of the instrument can be objectively related to an event
occurring after the impairment loss was recognised in profit or
loss.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Impairment of financial assets (Continued)

For an available-for-sale financial asset that is carried at cost,
the amount of impairment loss is measured as the difference
between the carrying amount of the financial asset and the
present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such
impairment loss shall not be reversed.

Convertible bond

The component of the convertible bond that exhibits
characteristics of a liability is recognised as a liability in the
consolidated statement of financial position, net of issue
costs.

On the issue of the convertible bond, the fair value of the
liability component is determined using a market rate for a
similar bond that does not have a conversion option; and this
amount is carried as a long-term liability on the amortised
cost basis until extinguished on conversion or redemption. The
early redemption option components are measure at fair value
at the issue date. In subsequent period, the early redemption
option component is measure at fair value with changes in fair
value recognised in profit or loss.

The remainder of the proceeds is allocated to the conversion
option that is recognised and included in the convertible bond
equity reserve within shareholders’ equity, net of issue costs.
The value of the conversion option carried in equity is not
changed in subsequent years. When the conversion option is
exercised, the balance of the convertible bond equity reserve
is transferred to share capital or other appropriate reserve.
When the conversion option remains unexercised at the expiry
date, the balance remained in the convertible bond equity
reserve is transferred to retained profits. No gain or loss is
recognised in profit or loss upon conversion or expiration of
the option.
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Convertible bond (Continued)

Issue costs are apportioned between the liability and equity
components of the convertible bond based on the allocation
of proceeds to the liability and equity components when the
instruments are first recognised. Transaction costs that relate
to the issue of the convertible bond are allocated to the
liability and equity components in proportion to the allocation
of proceeds.

Cash equivalents

For the purpose of the consolidated statement of cash
flows, cash equivalents represent short-term highly liquid
investments which are readily convertible into known amounts
of cash and which are subject to an insignificant risk of
change in value, net of bank overdrafts.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue and
costs, if applicable, can be measured reliably and on the
following bases.

Sales of products are recognised on transfer of risks and
rewards of ownership, which generally coincides with the time
when the goods are delivered to customers and the title is
passed.

Service income is recognised when services are rendered.

Realised gain or loss on financial assets at fair value through
profit or loss is recognised on a trade date basis whilst
unrealised gain or loss on financial assets at fair value through
profit or loss is recognised to restate to their fair value at end
of reporting period.

Interest income from financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

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

Foreign currency translation

ltems 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 HK$, which is the Company's
functional and presentation currency, and rounded to the
nearest thousands unless stated otherwise.

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are
recognised in profit or loss. Foreign exchange gains and losses
resulting from the retranslation of non-monetary items carried
at fair value are recognised in profit or loss except for those
arising on the retranslation of non-monetary items in respect
of which gains and losses are recognised directly in equity, in
which cases, the gains or losses are also recognised directly in
equity.

The results and financial position of all the group entities that
have a functional currency different from the presentation
currency (“foreign operations”) are translated into the
presentation currency as follows:

o Assets and liabilities for each statement of financial
position presented and, where applicable, goodwill
and fair value adjustments on the carrying amounts of
assets and liabilities arising on an acquisition of a foreign
operation which are to be treated as assets and liabilities
of that foreign operation, are translated at the closing
rate at end of reporting period;
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-A=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Foreign currency translation (Continued)

Income and expenses for each statement of
comprehensive income are translated at average
exchange rate;

All resulting exchange differences arising from the
above translation and exchange differences arising from
a monetary item that forms part of the Group's net
investment in a foreign operation are recognised as a
separate component of equity;

On the disposal of a foreign operation, which includes
the disposal of the Group’s entire interest in a foreign
operation, a disposal involving the loss of control over a
subsidiary that includes a foreign operation, or a partial
disposal of an interest in an associate that includes a
foreign operation of which the retained interest is no
longer equity-accounted for, the cumulative amount
of the exchange differences relating to the foreign
operation that is recognised in other comprehensive
income and accumulated in the separate component of
equity is reclassified from equity to profit or loss when
the gain or loss on disposal is recognised;

On the partial disposal of the Group's interest in a
subsidiary that includes a foreign operation which
does not result in the Group losing control over the
subsidiary, the proportionate share of the cumulative
amount of the exchange differences recognised in the
separate component of equity is re-attributed to the non-
controlling interests in that foreign operation and are not
recognised in profit or loss;

On all other partial disposals, which includes partial
disposal of associates that do not result in the Group
losing significant influence, the proportionate share
of the cumulative amount of exchange differences
recognised in the separate component of equity is
reclassified to profit or loss.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and, where
applicable, other costs that have been incurred in bringing
the inventories to their present location and condition, is
calculated using the weighted average cost method. Net
realisable value represents the estimated selling price in the
ordinary course of business less the estimated costs necessary
to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of
inventories are recognised as an expense in the period of the
write-down or loss occurs. The amount of any reversal of any
write-down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the period
in which the reversal occurs.

Impairment of other assets

At the end of each reporting period, the Group reviews
internal and external sources of information to assess
whether there is any indication that its property, plant and
equipment, intangible assets, interests in associates and
interests in subsidiaries may be impaired or impairment loss
previously recognised no longer exists or may be reduced.
If any such indication exists, the recoverable amount of the
asset is estimated, based on the higher of its fair value less
costs of disposal and value in use. In addition, the Group
tests its intangible assets that have indefinite useful lives
and intangible assets that are not yet available for use for
impairment by estimating their recoverable amount on an
annual basis and whenever there is an indication that those
assets may be impaired. Where it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the smallest group of
assets that generates cash flows independently (i.e. a cash-
generating unit).
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Impairment of other assets (Continued)

If the recoverable amount of an asset or a cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. Impairment losses are
recognised as expense in profit or loss immediately.

A reversal of impairment loss is limited to the carrying amount
of the asset or cash-generating unit that would have been
determined had no impairment loss been recognised in prior
years. Reversal of impairment loss is recognised as income in
profit or loss immediately.

Borrowing costs

Borrowing costs incurred, net of any investment income on
the temporary investment of the specific borrowings, that
are directly attributable to the acquisition, construction or
production of qualifying assets, i.e. 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.
Capitalisation of such borrowing costs ceases when the assets
are substantially ready for their intended use or sale. All other
borrowing costs are recognised as an expense in the period in
which they are incurred.

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
over the years necessary to match the grant on a systematic
basis to the costs that it is intended to compensate. Where
the grant relates to an asset, the fair value is credited to a
deferred income account/recognised as a deduction from the
carrying amount of the relevant asset and is released to profit
or loss over the expected useful life of the relevant asset on a
systematic basis.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Leases

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

Assets held under finance leases are recognised as assets of
the Group at the lower of the fair value of the leased assets
and the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
consolidated statement of financial position as finance lease
obligation. Finance charges, which represent the difference
between the total leasing commitments and the fair value of
the assets acquired, are charged to profit or loss over the term
of the term of the relevant lease so as to produce a constant
periodic rate of charge on the remaining balance of the
obligations for each accounting period.

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease.

Lease incentives are recognised in profit or loss as an integral
part of the net consideration agreed for the use of leased
asset.

Employee benefits

Short term employee benefits

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of

non-monetary benefits are accrued in the year in which the
associated services are rendered by employees.
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Employee benefits (Continued)
Defined contribution plans

The Group, other than overseas and PRC subsidiaries, operates
Mandatory Provident Fund (“MPF”) schemes to provide
retirement benefits for its full time permanent employees in
Hong Kong. The obligations for contributions to retirement
benefit schemes are recognised as expenses in profit or loss as
incurred. The assets of the schemes are held separately from
those of the Group with independent trustees.

Pursuant to the law and regulations of the PRC, contributions
to the defined contribution retirement schemes for the
Group’s PRC staff are made to the relevant government
authorities in the PRC, which are calculated on certain
percentages of the applicable payroll costs as stipulated
under the requirements in the PRC. These contributions are
recognised as expenses in profit or loss as incurred.

Long service payment

The Group's net obligation in respect of long service payment
under the Hong Kong Employment Ordinance is the amount
of expected future benefit that employees have earned in
return for their services in the current and prior periods. The
obligation is calculated using the projected unit credit method
and discounted to its present value and after deducting the
fair value of any related assets, including retirement scheme
benefit. Re-measurements are recognised in profit or loss in
the year in which they arise.
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Employee benefits (Continued)

Other long-term employee benefits. Contingent payments
under profit guarantee arrangements

The Group’s obligation in respect of contingent payments
is the amount of expected future benefit that employees
have earned in return for their services in the current and
prior periods under the profit guarantee arrangements.
The obligation is calculated using the projected unit credit
method and discounted to its present value. The measurement
takes into account various factors including the expectation
of attaining the earning targets. Re-measurements are
recognised in profit or loss in the year in which they arise.

Share-based payment transactions
Equity-settled transactions

The Group’s employees, including directors, receive
remuneration in the form of share-based payment
transactions, whereby the employees rendered services in
exchange for shares or rights over shares. The cost of such
transactions with employees is measured by reference to the
fair value of the equity instruments at the grant date. The fair
value of share options granted to employees is recognised as
an employee cost with a corresponding increase in a reserve
within equity. The fair value is determined using the binomial
model, taking into account any market conditions and non-
vesting conditions.
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-A=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Share-based payment transactions (Continued)
Equity-settled transactions (Continued)

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in
which the vesting conditions are to be fulfilled, ending on the
date on which the entitlement of relevant employees to the
award is no longer conditional on the satisfaction of any non-
market vesting conditions (“vesting date”). During the vesting
period, the number of share options that is expected to vest
ultimately is reviewed. Any adjustment to the cumulative
fair value recognised in prior periods is charged/credited to
profit or loss for the year of the review, with a corresponding
adjustment to the reserve within equity.

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

Taxation

The charge for current income tax is based on the results
for the year as adjusted for items that are non-assessable
or disallowed. It is calculated using tax rates that have been
enacted or substantively enacted by the end of reporting
period.

Deferred tax is provided, using the liability method, on all
temporary differences at end of reporting period between the
tax bases of assets and liabilities and their carrying amounts in
the consolidated financial statements. However, any deferred
tax arising from initial recognition of goodwill; or other asset
or liability in a transaction other than a business combination
that at the time of the transaction affects neither the
accounting profit nor taxable profit or loss is not recognised.
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Notes to the Consolidated Financial Statements

A MR M

Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Taxation (Continued)

The deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset
is recovered or the liability is settled, based on tax rates and
tax laws that have been enacted or substantively enacted at
end of reporting period.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against
which the deductible temporary differences, tax losses and
credits can be utilised.

Deferred tax is provided on temporary differences arising
on investment in subsidiaries and associates, except where
the timing of the reversal of the temporary differences is
controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Related parties

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

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

(i) has control or joint control over the Group;

(ii) has significant influence over the Group; or

(iii) is a member of the key management personnel of
the Group or of the holding company of the Group.
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Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. FESHBE(£Z)

Related parties (Continued) BEAL(£)
(b) An entity is related to the Group if any of the following (b) EMEENFTE LA—I—EET—H % /D

conditions applies: AL E G E

() The entity and the Group are members of the same () ZEBEREAEEBR -—S£E2
group (which means that each holding company, RE R (EBNZER AR M
subsidiary and fellow subsidiary is related to the BARIKARAMBARSAE
others). BHE) -

(i) One entity is an associate or joint venture of the (i) —RHAERBAS—EBZEZA
other entity (or an associate or joint venture of a AEERA (NS5 —EBER
member of a group of which the other entity is a ERRECEE 2 KE 2B
member). NAIHLEERNT]) °

(i) Both entities are joint ventures of the same third (i) MEEERHYAR—F=ZFH246
party. /NG

(iv) One entity is a joint venture of a third entity and the (ivy —BEBARE-FTERBZAE
other entity is an associate of the third entity. RE ME—BERBRZE=F

ZHEENE]

(v) The entity is a post-employment benefit plan for () ZEBEBRBREREIGE
the benefit of employees of either the Group or an MEXSARAEENERE
entity related to the Group. If the Group is itself HiEsERBEE -MNASHE
such a plan, the sponsoring employers are also RN RZetd Bl ZEE
related to the Group. TR ER 7S &5 B PR

(vi) The entity is controlled or jointly controlled by a (vi) ZEBX()HEFIAZ ALE
person identified in (a). ¢ 2k [A] 22 il o

(viiy A person identified in (a)(i) has significant (vii) (Q)()BIIBEZ ALTHZERES
influence over the entity or is a member of the key EKE/@JJ%?% ZER (IH
management personnel of the entity (or of a holding BRAF)2EBEBAE-
company of the entity).

(viii) The entity, or any member of a group of which it is (i) ZEBIZEEMEER 2T
a part, provides key management personnel services MK ERRAAEEIAEEH
to the Group or to the holding company of the ERAGRREEEZETEABR
Group. %o
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Related parties (Continued)

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

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

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

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

In the definition of a related party, an associate includes
subsidiaries of the associate and a joint venture includes
subsidiaries of the joint venture.

Segment reporting

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

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used to
distribute the products or provide the services, and the nature
of the regulatory environment. Operating segments which are
not individually material may be aggregated if they share a
majority of these criteria.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Critical accounting estimates and judgements

Estimates and assumptions concerning the future and
judgements are made by the management in the preparation
of the consolidated financial statements. They affect the
application of the Group’s accounting policies, reported
amounts of assets, liabilities, income and expenses, and
disclosures made. They are assessed on an on-going basis
and are based on experience and relevant factors, including
expectations of future events that are believed to be
reasonable under the circumstances. Where appropriate,
revisions to accounting estimates are recognised in the period
of revision and future periods, in case the revision also affects
future periods.

(i) Estimation uncertainty
Allowance for doubtful debts

The provisioning policy for doubtful debts of the Group
is based on the evaluation by management of the
collectability of the loan receivables, trade and other
receivables. A considerable amount of judgement
is required in assessing the ultimate realisation of
these receivables, including assessing the current
creditworthiness and the past collection history of each
debtor. If the financial conditions of these debtors were
to deteriorate, resulting in an impairment of their ability
to make payments, allowance will be required.
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Notes to the Consolidated Financial Statements

Year ended 31 December 2016 # %2 —Z—

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements (Continued)

(i)

Estimation uncertainty (Continued)
Allowance for inventories

The Group’'s management reviews the condition of
inventories at the end of each reporting period, and
makes allowance for inventories that are identified
as obsolete, slow-moving or no longer recoverable or
suitable for use in production. The Group carries out
the inventory review on a product-by-product basis and
makes allowances by reference to the latest market prices
and current market conditions.

Impairment of available-for-sale financial assets

The Group classifies certain assets as available-for-
sale and recognises movements of their fair values in
equity. A significant or prolonged decline in fair value
below cost is considered to be objective evidence of
impairment. In making this judgement, the historical data
on market volatility as well as the price of the specific
investment are taken into account. The Group also takes
into account financial information regarding the issuers/
investees.

Impairment of investments and receivables

The Group assesses annually if investment in subsidiaries
and associates has suffered any impairment in
accordance with HKAS 36 and follows the guidance of
HKAS 39 in determining whether amounts due from
these entities are impaired. Details of the approach
are stated in the respective accounting policies. The
assessment requires an estimation of future cash flows,
including expected dividends, from the assets and the
selection of appropriate discount rates. Future changes
in financial performance and position of these entities
would affect the estimation of impairment loss and cause
the adjustments of their carrying amounts.
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Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements (Continued)

(i)

Estimation uncertainty (Continued)

Impairment of goodwill and intangible assets with
indefinite useful life

The Group determines whether goodwill and intangible
assets with indefinite useful life are impaired at least on
an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill
and intangible assets with indefinite useful life are
allocated. Estimating the value in use requires the Group
to make an estimate of the expected cash flows from
the cash-generating unit and also to choose a suitable
discount rate in order to calculate the present value of
those cash flows.

Details of the estimates used to calculate the recoverable
amounts of goodwill and intangible assets with
indefinite useful life are given in notes 13 and 12 to the
consolidated financial statements respectively.

Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant estimates are required in
determining the provision for income taxes. There are
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 impair the income tax and deferred
tax provision in the year in which such determination is
made.
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements (Continued)

(i)

Estimation uncertainty (Continued)
Deferred tax liabilities

Deferred tax liabilities have not been provided for
the withholding tax that would be payable on the
undistributed earnings of certain entities of the Group
in the PRC as those earnings are not expected to be
distributable in the foreseeable future. Details of deferred
tax liabilities are disclosed in note 25 to the consolidated
financial statements.

Useful lives and impairment of property, plant and
equipment

The Group’s management reviews the residual value,
useful lives and depreciation method of property,
plant and equipment at the end of each reporting
period, through careful consideration with regards to
expected usage, wear-and-tear and potential technical
obsolescence to usage of the assets.

In determining whether an asset is impaired or the event
previously causing the impairment no longer exists, the
Group's management has to assess whether an event has
occurred that may affect the asset value or such event
affecting the asset value has not been in existence. If
any such indication exists, the recoverable amounts of
the asset would be determined by reference to value
in use and fair value less costs of disposal. Value in use
is determined using the discounted cash flow method.
Owing to inherent risk associated with estimations in the
timing and magnitude of the future cash flows and fair
value less costs of disposal, the estimated recoverable
amount of the asset may be different from its actual
recoverable amount and profit or loss could be affected
by accuracy of the estimations.
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Notes to the Consolidated Financial Statements

REMB®RRME

Year ended 31 December 2016 #Z - F—NF+_-A=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements (Continued)

(i) Estimation uncertainty (Continued)

Estimated useful life of customer relationships and

computer software copyrights

The Group determines the estimated useful life and
related amortisation charge for customer relationships
and computer software copyrights classified as intangible
assets with reference to the estimated period that the
Group intends to derive future economic benefits from
the use of customer relationships and computer software
copyrights. The Group will assess annually and revise
the useful life of customer relationships and computer
software copyrights to reflect the actual economic
benefits derived from the customer relationships and

computer software copyrights.

Fair value measurements and valuation processes

Some of the Group's assets and liabilities are measured at
fair value for financial reporting purposes. The directors
have determined the appropriate valuation techniques

and inputs for fair value measurements.
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Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements (Continued)

(i)

(i)

Estimation uncertainty (Continued)

Fair value measurements and valuation processes
(Continued)

In estimating the fair value of the Group’s certain
available-for-sale financial assets, financial assets at
fair value through profit or loss, promissory notes,
contingent consideration payables, convertible bonds,
share options granted, other employee benefits and
contingent consideration receivables, the Group uses
market-observable data to the extent it is available. The
management of the Group will exercise their judgements
based on their experience to establish and determine
the appropriate valuation techniques and inputs to the
valuation model. Where there is a material change in
the fair value of the assets/liabilities, the causes of the
fluctuations will be reported to the board of directors of
the Company. Notes 16, 18, 26, 28, 29, 31 and 34(a) to
the consolidated financial statements provide detailed
information about the valuation techniques, inputs and
key assumptions used in the determination of those
assets and liabilities.

Judgement

Contingent payments under profit guarantee
arrangements

In determining whether contingent payments to selling
shareholders who remain as employees under profit
guarantee arrangements in business combinations
are separate transactions or part of the business
combinations, the Group’s management considers various
factors to determine the nature of the arrangements such
as the terms of continuing employment (e.g. duration and
level of remuneration), the number of shares owned by
the selling shareholders and the formula for determining
contingent consideration.
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Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Future changes in HKFRSs

At the date of authorisation of these consolidated financial
statements, the HKICPA has issued the following new/revised
HKFRSs that are not yet effective for the current year, which
the Group has not early adopted.

Amendments to

Disclosure Initiative’

HKAS 7
Amendments to Recognition of Deferred Tax Assets for
HKAS 12 Unrealised Losses’
Annual 2014 — 2016 Cycle?
improvements
to HKFRSs
Amendments to Classification and Measurement of
HKFRS 2 Share-based Payment Transactions’
HKFRS 15 Revenue from Contracts with

HKFRS 9 (2014)

Amendments to
HKFRS 4

HKFRS 16

Amendments to
HKFRS 10 and

HKAS 28 (2011)

Customers’
Financial Instruments’®

Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts’

Leases?

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

! Effective for annual periods beginning on or after 1 January 2017

2 Effective for annual periods beginning on or after 1 January 2017 or 2018

where applicable

g Effective for annual periods beginning on or after 1 January 2018
H Effective for annual periods beginning on or after 1 January 2019
E The effective date of the amendments which was originally intended to

FTEEHEE(

7z )

=]
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HIEEE
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B 52
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F29ZAEF] Bz
1.77LE

BBV BREER XEEFELNZ
1558 Ui 753

BB HRE BT A3
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FAWR 2 (EF] EREAGE

[REE & 47/
JEH & BB
R EREI5E
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BEMBREER HE
E165%
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R E—F— AR EENBIFES
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2 R+ F T N\F (EHR)—A—
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A 2
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be effective for annual periods beginning on or after 1 January 2016 has
been deferred/removed
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
Future changes in HKFRSs (Continued)

The Group is in the process of making an assessment of what
the impact of these amendments is expected to be in the
period of initial application. So far the Group has identified
some aspects of the new standards which may have a
significant impact on the consolidated financial statements.
Further details of the expected impacts are discussed below.
As the Group has not completed its assessment, further
impacts may be identified in due course and will be taken
into consideration when determining whether to adopt any of
these new requirements before their effective date and which
transitional approach to take, where there are alternative
approaches allowed under the new standards.

HKFRS 15: Revenue from Contracts with Customers

HKFRS 15 aims at providing a more robust framework for
addressing revenue issues; improving comparability; and
providing more useful information.

The core principle of HKFRS 15 is that an entity recognises
revenue to depict the transfer of promised goods or services
to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those
goods or services, by applying the following 5 steps:

(a) Identify the contract(s) with a customer,

(b) Identify the performance obligations in the contract(s);

(c) Determine the transaction price, the amount of
consideration in a contract to which an entity expects to

be entitled in exchange for transferring promised goods
or services to a customer;

FTESHEE (&)
ERUMBREERN ZRRES (£)
AREBERLHEZFETRNFEEZ
HE AT E ANEBZS 2 HHFH
BAETHEAESERAMBRIE
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MARERFERERLHZBERT &
RRERBEETARFHAEZERA
HIRT SR Ao 5 MR E R R BRI T 3@ R e Bk
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ERMBHREENEISHK RAFF
B8z W
FRMBERELEREISHREERRIEW
S FEREHEREZER  JIRA LR
RERREHEBEANER -

BEVBRELEUE ISR ZEERAS
BEREERNE USKAEREBER
5 ffE 2 B - 4R R R X 3 P AR T
ARG EREZEEANEFER
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Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

PRINCIPAL ACCOUNTING POLICIES (Continued)

HKFRS 15: Revenue from Contracts with Customers
(Continued)

(d) Allocate the transaction price to the performance
obligations in the contract(s); and

(e) Recognise revenue when (or as) the entity satisfies a
performance obligation.

HKFRS 15 also includes a cohesive set of disclosure
requirements that would result in an entity providing users of
financial statements with comprehensive information about
the nature, amount, timing and uncertainty of revenue and
cash flows arising from the entity’s contracts with customers.

At this stage, the Group is not able to estimate the impact of
HKFRS 15 on the Group's consolidated financial statements.
The Group will make more detailed assessments of the impact
over the next twelve months. HKFRS 15 is mandatory for
financial years commencing on or after 1 January 2018. At
this stage, the Group does not intend to adopt the standard
before its effective date.

HKFRS 16: Leases

HKFRS 16 significantly changes, among others, the lessee
accounting by replacing the dual-model under HKAS 17
with a single model which requires a lessee to recognise
right-of-use assets and lease liabilities for the rights and
obligations created by all leases with a term of more than
12 months, unless the underlying asset is of low value. For
lessor accounting, HKFRS 16 substantially carries forward the
lessor accounting requirements in HKAS 17. Accordingly, a
lessor continues to classify its leases as operating leases or
finance leases, and to account for those two types of leases
differently. HKFRS 16 also requires enhanced disclosures to be
provided by lessees and lessors.
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

PRINCIPAL ACCOUNTING POLICIES (Continued)
HKFRS 16: Leases (Continued)

HKFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which
are currently classified as operating leases. The application of
the new accounting model is expected to lead to an increase
in both assets and liabilities and to impact on the timing
of the expense recognition in the consolidated statement
of comprehensive income over the period of the lease. As
disclosed in note 37, at 31 December 2016 the Group's future
minimum lease payments under non-cancellable operating
leases amounted to HK$14,623,000 for properties, which
is payable between 1 and 3 years after the reporting date.
Some of these amounts may therefore need to be recognised
as lease liabilities, with corresponding right-of-use assets,
once HKFRS 16 is adopted. The Group will need to perform
a more detailed analysis to determine the amounts of new
assets and liabilities arising from operating lease commitments
on adoption of HKFRS 16, after taking into account the
applicability of the practical expedient and adjusting for any
leases entered into or terminated between now and the
adoption of HKFRS 16 and the effects of discounting.

HKFRS 16 is mandatory for financial years commencing on
or after 1 January 2019. At this stage, the Group does not
intend to adopt the standard before its effective date.
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Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

3. REVENUE AND OTHER INCOME 3. WEREMKA
An analysis of the Group's revenue and other income by REEWZE REMBAES T2 DT
category:
2016 2015
—E—XE —E—RF
HK$'000 HK$'000
FExT FHETT
(a) Revenue (a) Wiz
Sales of products HEEm 845,684 664,124
Service income R 75 U A 323,557 146,593
Dividend income from listed securities EHEHFZREKA 13 265
Net realised gain on disposal of HERBRRZA A
financial assets at fair value BEZUVBEEZ
through profit or loss* EER = FEE 25,626 91,087
Interest income from loan FEUE K2 7 B A
receivables 8,700 2,027
1,203,580 904,096
* Represented the proceeds from the sale of investments at fair value * BHEREBERERATEREZMBEE
through profit or loss of HK$546,522,000 (2015: HK$371,161,000) 2 BT 158 5 18546,522,000/8 7L (= F— A F -
less relevant costs and carrying value of the investments sold of 371,161,000/ 7 ) BABRA AL A R B 1 & &
HK$520,896,000 (2015: HK$280,074,000). & 7 R {8520,896,000/8 0 (—F— A F -

280,074,000/ 7T ) °
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE
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REVENUE AND OTHER INCOME (Continued) 3. MERHMKA (&)
2016 2015
—E—XRF —E—RF
HK$'000 HK$'000
FExT FAET
(b) Other income (b) EmKA
Amortisation of deferred day-one EEE B W
gain (note 26) (FF7E26) 23,035 8,263
Exchange gain, net P& 5 Yz /558 1,606 2,735
Government grant B 8 B 8,736 7,634
Interest income from financial KB SRS 2 B B A
institutions 3,104 2,967
Reversal of allowance for doubtful B EIE 5 ERGTERIR
debts on trade receivables B - 953
Others EHAh 3,673 1,098
40,154 23,650

ANNUAL REPORT 2016 8% 137



Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

SEGMENTAL INFORMATION

The following is an analysis of the Group's revenue and
results by operating segment, based on information provided
to the chief operating decision maker (the “CODM") who
is the board of directors of the Company, for the purpose
of allocating resources to segments and assessing their
performance. This is also the basis upon which the Group is
arranged and organised.

In 2015, there were two reportable and operating segments,
namely (i) securities and other investment (“Investing”); and
(i) internet-of-things (“loT"”) and related business.

During the current year, the loT and related business continues
to grow and remains as the largest segment of the Group. To
better reflect current and future business development and
organisation of the Group, as well as resources allocation,
the CODM further divide the 10T and related business into (i)
integrated smart internet-of-things solutions (“loT solution”);
and (i) human-machine interactive devices ("HMID") business,
based on the nature of the products sold and services
provided, which are currently the basis used for the purpose
of assessing the business performance, allocating resources
and managing business operations. There is no change to the
organisation of the Investing segment.

Therefore, there are three reportable and operating segments
in current year as follows:

(@) HMID

(b) 10T solution

(c) Investing

Consequently, the comparative segment information for the
year ended 31 December 2015 has been represented in order
to conform with the presentation adopted in current year. The
changes in the segment information do not have any impact
on the Group's consolidated financial statements.
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

SEGMENTAL INFORMATION (Continued) 4. DEER (F)

By business segments REKDE

An analysis of the Group’s revenue and results by reportable AEBEWGREEZAIMEDE LW
segment is set out below: ERlIpONE

Year ended 31 December 2016
HE-B-AE+t-A=t-HLEE

HMID loT solution Investing Unallocated Total
R
ABEE BRAER R& AEBAE @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TaER TER TET TaER
Revenue 6
Sales of products HEEM 480,346 365,338 - - 845,684
Service income RIS A 177,426 146,131 - - 323,557
Net realised gain on disposal of financial HERBRIERATEREL
assets at fair value through profit or loss FBEECEEBUEFE - = 25,626 = 25,626
Dividend income from listed securities EmESZBRERA - - 13 - 13
Interest income from loan receivables RN E T2 R B MA - - - 8,700 8,700
Total revenue Fllg 657,772 511,469 25,639 8,700 1,203,580
Operating results LEEE
Segment results DEEE 77,218 157,410 200,825 (72,634) 362,819
Finance costs BEKA (109,685)
Profits before taxation BR %t Bl A 253,134
Other information HittEH
Segment assets PEEE 704,833 1,656,793 2,954,175 120,811 5,436,612
Segment liabilities SEEE (214,503) (431,160) (999,306) (358,151) (2,003,120)
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RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

4. SEGMENTAL INFORMATION (Continued) 4. DEER (&)

By business segments (Continued)

BEBIE(E)

Year ended 31 December 2016
HE-B-AE+tZA=T+-HLEE

HMID loT solution Investing Unallocated Total
nEa
ABEE BAFR RE ABAE @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TE R THERL TER Thr TER
Additions to property, plant and RENE BEREZE
equipment and intangible assets AREBFEE
- Additions -hE 15,395 15,635 - 68 31,098
- Additions - Acquisition of subsidiaries -RE-WERBAF - 130,017 - - 130,017
Allowance for doubtful debts BORYGERIERR
on trade receivables (736) (61) - - (797)
(Reversal of allowance) allowance for Hib EUWFAR R
doubtful debts on other receivables (BERRE)RE 501 (51) = = 450
Allowance for write down of inventories WRFERE (2,587) (153) = = (2,740)
Loss on disposal of property, HENE BREERSECESR
plant and equipment (134) - - - (134)
Loss on disposal of available-for-sale HETREENKEECER
financial assets - - (418) - (414)
Changes in fair value of contingent EREARELATEE
consideration payables - (743) - - (743)
Change in fair value of financial assets RERREATEREY
at fair value through profit or loss MBEELDTEE - - 264,436 - 264,436
Depreciation and amortisation FEREH (8,263) (20,561) = (447) (29,271)
Impairment loss on available-for-sale AR ENEEE 2 REESR
financial assets - - (41,114) - (41,114)
Share of result of associates EEBEARCER - 18,960 - = 18,960
Share-based payment in respect of B EBRE AR R
share options Sz FE - - - (52,192) (52,192)
Share-based payment in respect of BREMRE 2 AR in
profit quarantee SR ZHE - (10,423) - - (10,423)
Long-term employee benefits BREAREZ R HEEBET
in respect of profit guarantee - (19,060) - - (19,060)
Research and development costs RERFAREHA (11,176) (14,678) - - (25,854)
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AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

4. SEGMENTAL INFORMATION (Continued) 4. DEER (&)
By business segments (Continued) REKIE(E)

Year ended 31 December 2015 (Represented)
HE-2-AF+-A=t+-BLEE (L&)

HMID loT solution Investing Unallocated Total
)
ABEE BRAR ®& KEHE Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER FAL FHL TAL FAT
Revenue [§:
Sales of products HEER 602,640 61,484 - - 664,124
Service income BRI WA 146,593 - - - 146,593
Net realised gain on disposal of financial HEREHREATHEREZ
assets at fair value through profit or loss HREEZEERNEFE - - 91,087 - 91,087
Dividend income from listed securities TEHZBREWA - - 265 - 265
Interest income from loan receivables EREZRZFISMA - - - 2,027 2,027
Total revenue Follg: 749,233 61,484 91,352 2,027 904,096
Operating results ReExE
Segment results NEEE 85,785 26,124 38,273 (44,490) 105,692
Finance costs BERR (37,732)
Profits before taxation R AR A 67,960
Other information Hit &R
Segment assets PEEE 719,834 442,831 2,222,372 82,915 3,467,952
Segment liabilities AEERE (272,189) (33,585) (407,383) (490,485) (1,203,642)
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RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

4. SEGMENTAL INFORMATION (Continued) 4. DEER (&)

By business segments (Continued)

BEBIE(E)

Year ended 31 December 2015 (Represented)
BE-Z-AF+-A=+-ALFE (LE))

HMID T solution Investing Unallocated Total
ma
ANEES) BRARER ®E REAE @i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAR FAR FET TAR FET
Additions to property, plant and RENE BEREE
equipment and intangible assets NRERAE
- Additions -RE 8,391 1,530 = 837 10,758
- Additions - Acquisition of subsidiaries -RNE-WEHEL - 4,819 - - 4,819
Reversal of allowance for doubtful debts BORNTERERERE
on trade receivables 953 - - - 953
Allowance for doubtful debts on HibEUIERRAE
other receivables (761) - - - (761)
Loss on disposal of property, HENE BREHEER
plant and equipment (460) (30) - - (490)
Change in fair value of financial assets REEERATEREL
at fair value through profit or loss BREEZNTEEY - - (77,666) - (77,666)
Depreciation e (8,444) (301) - (257) (9,002)
Gain on bargain purchase on W -REERE
acquisition of an associate SEBENSR - 8,740 - - 8,740
Share of result of associates EEBENR £E - 6,775 41,284 - 48,059
Share-based payment in respect of BRERE R
share options Rz HE - - - (29,344) (29,344)
Share-based payment in respect of *ﬁ'ﬁmﬁﬂﬁ% ZMXT’
profit guarantee SfZ® - (2,606) - - (2,606)
Long-term employee benefits BHER 7? ZEHWE B
in respect of profit guarantee - (7,910 - - (7,910
Research and development costs HERBEKE (7,582) (2,927) - - (10,509)
For the purpose of monitoring segment performance and JEQ?%?E%EE&EA DRSS EEIR
allocating resources between segments, all assets are 5 MBREARESEZAREDE
allocated to reportable segment other than unallocated assets. ’\"ﬁﬂiﬁ«‘ A B & E RN o
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AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

SEGMENTAL INFORMATION (Continued)

4. DEEW(E)

Geographical information i & & R
The Group operates in two principal geographical areas: Hong AEEFZRMEMBLUEZRE BB
Kong (country of domicile) and the PRC. (FEfM 2 ) RAFAE -

The following table sets out information about geographical
location of (i) the Group’s revenue from external customers;
and (ii) the Group’s property, plant and equipment. The
geographical location of customers is based on the location
at which the services are provided or the goods are delivered.
The geographical location of property, plant and equipment is
based on the physical location of the assets.

TREINBBAOAEEREINEELZ
Wt R(i)NEEYE - BB Mg
fNEZEMN TP ZHIEME ARHER
BARNERMZMNERER - W% BE
REBZHBMNBEANEERS AES
Hifpo

Revenue from Property, plant and

external customers equipment
REMBEF 2 W M- -BERERE
2016 2015 2016 2015
ZEBE-ARE —"ZT—hF ZB-AFE —T—IF
HK$'000 HK$'000 HK$’000 HK$'000
FHET TET THET THETT
The PRC BB 980,900 807,079 47,736 31,792
Hong Kong 2] 196,775 93,379 748 1,124
Overseas EEN 25,905 3,638 = -
1,203,580 904,096 48,484 32,916
Information about major customers EREEEFZEH

Revenue of HK$146,131,000 was derived from a single
customer of the loT solution operating segment that
contributed 10% or more of the Group's revenue for the year
ended 31 December 2016. No single customer individually
contributed 10% or more of the Group's revenue for the year
ended 31 December 2015.

146,131,000/ 7T 2 Y 28 2K B ¥) B 48
RARKED B E—RP BAEAS
EEgz—_T—-—~"F+-A=+—8HLt
FEZWEFEER10%8 A £ o 4B —
BEENAAEEHEZE-_ZTE—RF+=
A=T—BHIEFE2WEER10%k
J:o

ANNUAL REPORT 2016 358 143



Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

5. PROFIT BEFORE TAXATION 5. BR® AR
Profit before taxation is stated after charging (crediting): FrE A @ A HBR (BT A) TH&I8E T
I :
2016 2015
—E—-XREF —E—hF
HK$'000 HK$'000
THER FHET
(a) Finance costs (a) BEKLK
Interest on convertible bonds (note 29) AR ES N R (FFE29) 17,505 -
Interest on interest-bearing TEEERE
borrowings 20,822 16,612
Interest on promissory notes (note 26) AHZRF S (M5E26) 71,339 21,115
Finance charges on obligations MEMSEEH  HMEER
under finance leases 19 5
Total borrowing costs BIEE A 109,685 37,732
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

5. PROFIT BEFORE TAXATION (Continued) 5. BRBEATER (£)
2016 2015
—E-KE —E-RF
HK$'000 HK$'000
FHET T T
(b) Other items (b) EftEH
Amortisation of intangible assets A E 17,061 -
Allowance (Reversal of allowance) B 5 EWGRTE R IR B
for doubtful debts on trade (B o)
receivables 797 (953)
(Reversal of allowance) Allowance H b fE W SR TE R IR
for doubtful debts on other (P O) B 18
receivables (450) 761
Allowance for write down WOR T & &
of inventories 2,740 -
Auditor’s remuneration % BB BN &
— Audit-related assurance services —ZEHAEEERY 1,714 1,100
— Other services — H Bk 7 552 725
Cost of inventories (Note) FERA (M) 618,981 447,953
Depreciation of property, M HE RREITE
plant and equipment 12,210 9,002
Loss on disposal of property, HEME BEN
plant and equipment HiE BB 134 490
Operating lease charges on premises MEZKEHRESH 16,886 15,214
Research and development costs i 75 N B B Ak A 25,854 10,509
Staff costs, including directors’ EIRA BIEESES:
remuneration:
— Salaries and other allowances — ¥ e K H AR, 112,124 109,163
— Contributions to defined — BT R E R
contribution plans (note 27) (MF3E27) 16,216 13,707
— Share-based payment in respect of —BREBRE
share options (note 31) ARSI ST ~t 2 Z1E
(M$5E31) 52,192 29,344
— Share-based payment in respect of —BBEGIRE
profit guarantee (note 36) PAIE D S~ 2
IR (HMi7E36) 10,423 2,606
- Long-term employee benefits in — B % MNRE
respect of profit guarantee EHESEREF
(note 36) (Kt7E36) 19,060 7,910
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RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

5. PROFIT BEFORE TAXATION (Continued) 5. BRBiADEA (&2)
Note: Cost of inventories includes HK$31,406,000 (2075: HK$31,240,000) Mizt: FEXRABEREIRA HEREEHEE
relating to staff costs, depreciation and operating lease charges, the SRR 231,406,000 L (= F—AF -
amounts of which are also included in the respective total amounts 31,240,000 L) BEERANE R & H X
disclosed separately above for each of these types of expenses. ARG A EXER B2 AEESER-
6. DIRECTORS' REMUNERATION 6. EEFM
(a) Directors’ emoluments (a) ES=B<
The emoluments paid or receivable in respect of a MAXRREETHFHRERBE A
person’s services as a director of the Company were as TEMNSKERZMESHT
follows:

Year ended 31 December 2016
HE-Z-AETZA=t+-HLEE

Basic salaries, Retirement  Equity-settled
allowance and  benefit scheme share-based
Fees  other benefits  contributions payment Total
ExFe. BRfE
ERR BIKER MR A
Name of directors BEspg we HitfE R HE T3 I ZRE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TR TERT TR THET
(Note (i)
(FtEE())
Executive directors BTES
Ms. Yang Xiaoying mREELt - 1,510 18 3,330 4,858
Mr. Choi Chi Fai BEBERE - 600 18 6,898 1,516
Mr. Tsang To gERL - 360 18 2,618 2,996
Independent non-executive BUkHTES
directors
Mr. Zhang Xiaoman RNEEE 240 - - - 240
Mr. Chin Hon Siang RBEEE 240 - - - 240
Mr. Huang Xin BEMALE (RZZ—1%F
(Appointed on 15 November 2016) ~ T—ATHAEZE) 31 - - - 31
Mr. Pak William Eui Won Pak William Eui Won /&
(Resigned on 15 November 2016) (R=ZB—&
T-ATHAREME) 105 - - - 105
616 2,470 54 12,846 15,986
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AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

6. DIRECTORS' REMUNERATION (Continued) 6. EEHM (&)
(a) Directors’ emoluments (Continued) (a) EE=8< (£)

Year ended 31 December 2015
HE-T-RS+-B-T-HIEE

Basic salaries, Retirement Equity-settled
allowance and  benefit scheme share-based
Fees other benefits contributions payment Total
g4 BREE
2ER RINEN PABR AR
Name of directors B4 ik EtEH LGS XRZHE h)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TERT TR
(Note (i))
(FE())
Executive directors BES
Ms. Yang Xiaoying BREELL - 131 18 2,502 3,831
Mr. Tsang To LERE - 360 18 834 1212
Mr. Choi Chi Fai BEERLE(RZE-1%F
(Appointed on 4 March 2015) ZAmAEZEE) - 500 15 3,018 3,533
Mr. Lo Yuen Wa, Peter ERERE(RZE-10F
(Resigned on 1 May 2015) RA-AEE) - 336 6 - 342
Ms. Lo Oi Kwok, Sheree BEART (R-Z-1%F
(Retired on 29 June 2015) NAZTARER) - 210 9 - 219
Ms. Ng Si Wai REERT (RZZ-1%
(Resigned on 11 September 2015)  fLA+—HE(T) - 251 13 - 264
Independent non-executive directors BV FHTEE
Mr. Pak William Eui Won Pak William Eui Won % 4 120 - - - 120
Mr. Zhang Xiaoman FOREE(RZS-1F
(Appointed on 4 March 2015) ZAMAEZE) 200 - - - 200
Mr. Chin Hon Siang REEEE(RZ2-1F
(Appointed on 31 October 2015) +A=+-REZML) 52 - - - 52
Ms. Lam Yan Fong, Flora RRFERT (R=T-0%F
(Resigned on 1 May 2015) RA—AEf) 39 - - - 39
Mr. Chung Yuk Lun FEBAE (RZT-1F
(Resigned on 31 October 2015) TA=Z+—AET) 100 - - - 100
511 2,968 79 6,354 9,912
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

6. DIRECTORS’' REMUNERATION (Continued)

(a)

(b)

Directors’ emoluments (Continued)

Notes:

(i) Equity-settled share-based payment represents share options
granted to directors of the Company under a share option scheme
adopted by the Company. The value of these share options is
measured according to the Group's accounting policies for share-
based payment transactions.

Details of share options granted to directors of the Company and
other employees, including the principal terms and number of
options granted, are set out in note 31 to the consolidated financial
statements.

No director waived any emoluments during the year
ended 31 December 2016 (2075: HK$Nil). No incentive
payment or compensation for loss of office was paid or
payable to any director for the year ended 31 December
2016 (2015: HK$NII).

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and contracts
in relation to the Company's business to which the
Company was a party and in which a director of the
Company had a material interest, whether directly or
indirectly, subsisted at end of reporting period or at any
time during the year ended 31 December 2016 (2075:
HK$NIT).
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE
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INDIVIDUALS WITH HIGHEST EMOLUMENTS 7. BEHFAL
Among the five individuals with the highest emoluments, two TfusEeHFALH ERUL(=ZF—7A
(2015 two) are executive directors whose emoluments are FRZ)BRTET BHEZHEER
disclosed in note 6. M rE6RH 5E
The emoluments paid to the remaining three (2075: three) FRENEB = (=ZF—F"F =)
individuals during the year were as follows: ATzZMEmT:
2016 2015
—E—RE s
HK$'000 HK$'000
FHET FET
Basic salaries, share option and BEARG & BRERERN
allowances 13,604 8,305
Retirement benefit scheme contributions iR {K 48 K 51 2 4 7% 18 18
13,622 8,323
The emoluments fell within the following bands: ENFIATEE :

Number of individuals

AE

2016 2015

e A T A%

HK$2,500,001 — HK$3,000,000 2,500,001 7 23,000,000/ 7T = 1

HK$3,000,001 — HK$3,500,000 3,000,001 7T 23,500,000/ 7T 1 2

HK$4,000,001 — HK$4,500,000 4,000,0017% 7T £4,500,000/8 7T 1 -

HK$6,000,001 — HK$6,500,000 6,000,001/ 7T 26,500,000/ 7T 1 -

3 3
During the years ended 31 December 2016 and 2015, no REBEE_ZT—RER_ZT—RF+ZH
emoluments were paid by the Group to the five highest T+ —HALFE AEEWER AN
paid individuals (including directors and other employees) AHAT (BEEERHEMES) I
as an inducement to join or upon joining the Group or as S ERSEMBERMBREEK 2 &

compensation for loss of office. BB A(E
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

TAXATION

Hong Kong Profits Tax has not been provided as the Group’s
entities either have no assessable profit or their assessable
profits for the years ended 31 December 2016 and 2015 are
wholly absorbed by unrelieved tax losses brought forward
from previous years.

The applicable PRC Enterprise Income Tax (“EIT") for the
PRC subsidiaries is at the statutory rate of 25% (2075: 25%)
based on its taxable profit. However, six (2075: four) PRC
subsidiaries of the Company have been officially designated
by the local tax authority as “High and New Technology
Enterprises”. A reduced tax rate of 15% (2075: 15%) for
the period of three years was granted as long as those PRC
subsidiaries meet the high-tech enterprise qualification. One
(2015 Nil) PRC subsidiary of the Company is subject to EIT
at a rate of 25% based on its deemed profit (i.e. 10% of its
revenue in accordance with the authorised taxation method).

Bt 1R
HRAREZEBRBE TR FR
—E-RAF+TA=+—HILEFELE
FERBUE FI KBRS FI B EFE
BEARBHERBEBE2EEE KA
BIHEBBNGHEE-

PREMBAR ZEBRBRCEMSH
TR BEHEERTIAFIR255% (ZF—7A
F:25%) 2 FEMEFTHE - A AR
RINB(ZF—AF )RR B A
AR SHEEREEXNRER R
Ml ARZEFBERBARFTER
HMEMECEER EMR=ZFHR=EE
15% ( ZFE—FAF:15%) ZHBTE-
KAT—E(ZFE—HF £)DEHE
NARERIEEF (BMRRBRAIEI B A
EETE Z W Z10% ) BA25% 2 T R 8
MIFERISE -

2016 2015
—E-RF —ZT-I1F
HK$'000 HK$'000
FHET FET

Current tax AEAFLE

PRC EIT PEIERMAEH

Current year KEEFE 27,434 6,738
Over provision in prior year BEFEREBEREE (785) -
26,649 6,738
Deferred tax (note 25) FEERIE (MI7E25) (4,529) 218
Tax expenses for the year FABEBERAX 22,120 6,956
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE
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8. TAXATION (Continued) 8. FBIE(£&)
Reconciliation of tax expenses HIEF X HIR
2016 2015
—B-AEF —T-RF
HK$'000 HK$'000
THER FHT
Profit before taxation B ¢ B A 253,134 67,960
Tax at rate applicable to the REBRERRERZ
jurisdictions concerned MEGFHEZBIE 35,156 9,720
Non-deductible expenses AR A 16,687 29,114
Tax exempted revenue G U= (15,736) (14,308)
Share of results of associates b RN T (3,128) (7,930)
Utilisation of previously unrecognised B S BI R FERR 2 T TE B 18
tax losses (25,588) (12,254)
Unrecognised tax losses RERZRIEEE 15,393 2,834
Over provision in prior year BEFEREREE (785) -
Others H it 121 (220)
Tax expenses for the year FRRIEFR X 22,120 6,956
The weighted average applicable tax rate was 13.9% (2075: MEFHBRBEERI139% (ZF—74A
14.3%), representing the weighted average of the rates F:14.3%) MAEEEERTE 2
of taxation prevailing in the territories in which the Group EAIMET A E -
operates.
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RE M ®RRME

Year ended 31 December 2016 #ZE — =&

10.

DIVIDENDS

The directors of the Company do not

payment of a dividend for the year (2075. HK$Nii).

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share is

—NELT A=+ —HIFE

BB
KAREETEZRAFEIRERS
E—FFE ZFHETL) o

2. (=

recommend the

FRAER
BREAREERTTIER LT RIET

10.

based on the following data: i
2016 2015
—RE —AhF
HK$'000 HK$'000
FHERT T T
Numerator aF
Profit attributable to equity holders of AR EERER K
the Company and used in computing Sl N /N
basic and diluted earnings per share MRHERE A B & A 154,446 38,258
2016 2015
ZE-RE —hEF
Note ‘000 shares ‘000 shares
Bt E T B TR
Denominator Pl
Weighted average number of ordinary FARETEHRER
shares in issue during the year and B FANEET
used in computing basic earnings BRI T
per share (a) 9,701,221 7,364,610
Effect of dilution — weighted average # @5 & L@
number of ordinary shares pill ﬁ.‘é FHE
— Share options — BB R R (b) 169,655 -
Weighted average number of ordinary R &t & 5 A% # 58 2 7
shares used in computing diluted ZEBARINKETHE
earnings per share 9,870,876 7,364,610
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

10. EARNINGS PER SHARE (Continued)

Notes:

(a)

(o)

The weighted average number of ordinary shares in issue during the year
was adjusted to take into account the effects arising from the placing
of shares and consideration shares in February 2016 and April 2016
respectively as set out in note 30 to the consolidated financial statements.

As at 31 December 2016, certain specific conditions of part of the
share options were met and therefore that part of the share options
outstanding were assumed to have exercised during the year, and
included in the calculation of diluted earnings per share. As at 31
December 2015, none of the specific conditions of the share options was
met and thus potential dilutive ordinary shares were not included in the
calculation of diluted earnings per share.

The Company’s potentially dilutive ordinary shares also comprise
convertible bonds and consideration shares to be issued under the
arrangement of profit guarantee which are subject to certain specific
conditions and are treated as contingently issuable shares. As at 31
December 2016, no adjustment has been made in respect of the
convertible bonds as their assumed conversion would have an anti-
dilution effect. For consideration shares to be issued under the profit
guarantee, contingently issuable shares are considered outstanding and
where applicable, included in the calculation of diluted earnings per
share as if the condition of the contingency is deemed to have been
met, based on the information available, at the end of reporting period.
As at 31 December 2016, conditions for 2015 and 2016 under the
profit guarantee were met but no adjustment has been made as the
consideration shares to be issued would have an anti-dilution effect. As
at 31 December 2015, none of the specific conditions of profit guarantee
were fully met, and thus the potentially dilutive ordinary shares are not
included in the calculation of diluted earnings per share.

10. BREBRA (&)
s :

(@) FABBTEEBRZMBETHOHCIERE MU
R E B MRM 30N =T — R F
ZARZF-AREFEADHEER N KRE
B PRESL 2 8-

by RZZE—R"FE+_A=+—H HBoBEREZ
BETRERECER B ZI D 2 RETE
BREDBRERFNETR FEGRETR
MEFERZBEERN-R_E—AF+_-A
=+— B BRI 2 E R RERL - GGE
EOREERFGUESTALBCHELE
2 & o

(0 AAFMABEHETEZEBRRIABIETHR
kﬁ%&hmﬁﬁﬂﬁ ZHETZRER
D (ZETREEGEER SR ANAETHE
ﬁhﬁwﬂ—xfﬂ¢+—ﬂf+favm
PBREERATBUREFEEERBESTE -
I%Mﬂﬁk%%ﬁﬁﬁ%oE%%@Fmﬂ
RELHBITZRERSG  IARBETEITRD
WARADEIT THRBEPERAKRBARBE
(@A) §+AH§§33§&%‘JZ§+”§”¢ viﬁ
SR ABHEZ RERARIEE ER - =
¢+:ﬂ*+*5'_%*£¢&:§*F¢
R FRBGHEDER ENETETZR
BRMERBELE SARBELAE - R
T-AF+ZA=+—B #FREZEHTHK
0 2 TEE AR T E AR 2 R R 0 A
FAARBESERE R
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RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

11. PROPERTY, PLANT AND EQUIPMENT M YE - BERSEHE
Furniture,
Leasehold Plant and fixtures and Motor
improvements Moulds machinery equipment vehicles Total
HE %8
BENEEE #A HER#E &L RE @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TR FiET FiEn T T
Carrying amount FEHLHE
At 1 January 2015 W-ZE-H1F-A—-H 6,599 9,077 4,552 7,748 565 28,541
Additions - acquisition of RE-WEHEAR
subsidiaries 30 2,282 428 544 1,535 4819
Additions NE 2,146 2,300 131 4,973 1,208 10,758
Disposals e (281) - - (195) (14) (490)
Depreciation bk (2,309) (3,125) (918) (2,315) (335) (9,002)
Exchange realignment ERAE (332) (537) (230) (533) (78) (1,710)
At 31 December 2015 R-E-1F
+-A=1+-H 5,853 9,997 3,963 10,222 2,881 32,916
At 31 December 2015 RZZ-1&
tZA=t+-B
Cost KA 8,779 13,875 5,097 12,932 3,267 43,950
Accumulated depreciation RiHE (2,926) (3,878) (1,134) (2,710) (386) (11,034)
5,853 9,997 3,963 10,222 2,881 32,916
Carrying amount KEZHE
At 1 January 2016 RZE-~F-A—-H 5,853 9,997 3,963 10,222 2,881 32,916
Additions - acquisition of RE-WERBAR
subsidiaries (note 34) (Fi7E34) - - - 2,258 95 2,353
Additions RE 3,791 12,022 7,362 1,773 150 31,098
Disposals e - (90) (2,276) (231) (110) (2,707)
Depreciation & (2,714) (3.712) (1,022) (3.793) (969) (12,210)
Exchange realignment ERRAE (416) (1,015) (438) (980) (117) (2,966)
At 31 December 2016 RZE-RE
+ZRA=+-8 6,514 17,202 7,589 15,249 1,930 48,484
At 31 December 2016 RZB-RE
tZA=t-H
Cost A 11,863 24,376 9,626 21,414 3,231 70,510
Accumulated depreciation RiHE (5,349) (7,174) (2,037) (6,165) (1,301) (22,026)
6,514 17,202 7,589 15,249 1,930 48,484
The net book value of the Group's property, plant and RZE—ARF+ZA=+—H &&H
equipment as at 31 December 2016 included an amount of ZWE - -BE ;D EREFEBSIERE
HK$477,000 (2015: HK$706,000) in respect of assets held MERE (AW BEZEES
under finance leases (see note 24(d)). ®H477,00008 7T (= F — A 4 : 706,000
BT o
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

12. BREE

Computer
Customer software
relationships copyright Trademarks Total
EMEH
EFB% I & BE @t
HK$'000 HK$'000 HK$'000 HK$'000
TET FTET TAET TET
Carrying amount KE£5
At 1 January 2015 RZZ—0%
—A—H - - 33,968 33,968
Exchange realignment fE 5% - - (824) (824)
At 31 December 2015 RZE—1%
+-A=+-H - - 33,144 33,144
At 31 December 2015 R-Z—hE
+-A=+—H
Cost AR - - 33,144 33,144
Accumulated amortisation REE#E - - - -
_ - 33,144 33,144
Carrying amount KEZ£%
At 1 January 2016 RZZE—RE—A—H - - 33,144 33,144
Additions - acquisition of RE-WENBAR
subsidiaries (note 34) (fE34) 124,703 2,961 - 127,664
Amortisation 23 (16,627) (434) - (17,061)
Exchange realignment [ Ji % - - (908) (908)
At 31 December 2016 RZE-XE
+=B=+-H 108,076 2,527 32,236 142,839
At 31 December 2016 RZB-<E
+=ZRA=+—H
Cost 2% 124,703 2,961 32,236 159,900
Accumulated amortisation 25 H (16,627) (434) = (17,061)
108,076 2,527 32,236 142,839
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

12. INTANGIBLE ASSETS (Continued) 12. B EE (&)

Customer relationships and computer software copyright
were acquired as a result of the acquisition of Next Concept
International Investment Limited (“Next Concept”) and its
subsidiaries (collectively referred as “Next Concept Group”)
in April 2016 as detailed in note 34(a) to the consolidated
financial statements. Amortisation is provided on the straight-
line basis over their estimated useful lives of 5 years. The
carrying amounts of customer relationships and computer
software copyright are measured at cost less accumulated
amortisation and impairment losses.

Trademarks were acquired as a result of the acquisition of
Smart Express Development Limited (“Smart Express”) and its
subsidiaries (collectively referred as “Smart Express Group”)
in September 2014. The trademarks acquired have been
granted for period of 10 years by the relevant government
and can be renewed at the expiry date of each trademark
with insignificant cost. Coupled with the fact that previous
trademarks acquired have been previously renewed for further
10 years with an option of renewal at the expiry date, the
Group has determined that these assets have an indefinite
useful life. Trademarks are therefore measured at cost less
accumulated impairment losses.

As at 31 December 2016, trademark were tested for
impairment (see note 13) and no impairment loss was charged
for the year (2015: HK$Nil).
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13. GOODWILL 13. B8
2016 2015
—E—RE —E—RF
HK$'000 HK$'000
TER FHET
Reconciliation of carrying amount IRE % AR # IR
At beginning of reporting period i a==g= K ) 266,592 114,786
Acquisition of subsidiaries (note 34) W EEH B A R) (B 5E34) 927,966 151,806
At end of reporting period RBEHERA 1,194,558 266,592
At 31 December BR+=A=+-—H
Cost BN 1,194,558 266,592
Accumulated impairment losses ZFREEE - -
1,194,558 266,592
Goodwill arose because the consideration paid for the EXEBE REARBESEMSZF 2
acquisitions effectively included amounts in relation to the REER LBEREARKTHER LR
benefits originated from future market development and WEEBESANZMNESRE -ZEN
the assembled workforce of the acquired businesses. These =N EHEEESHER  AAZEF &=
benefits are not recognised separately from goodwill because TREABNERLEEZBRTE -1
they do not meet the recognition criteria for identifiable HERRZEAETEARIRAEH-
intangible assets. None of the goodwill recognised is expected BRAFAMETIWESE ZFBHNE
to be deductible for income tax purposes. Details of the S BHmERME34 -

acquisitions carried out during the year are set out in note 34
to the consolidated financial statements.
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Year ended 31 December 2016 #ZE — =&

13. GOODWILL (Continued)

—NELT A=+ —HIFE

13. 58 (£2&)

The carrying amounts of trademarks with indefinite useful

lives (see note 12) as at 31 December 2016 are attributable

to the Group's cash-generating unit (“CGU") of Fuijian Start

Computer Equipment Company Limited* (“FSCE") and its

subsidiaries (collectively referred as

“FSCE Group”).

All of the goodwill related to the operating segments of HMID

and loT solution. Goodwill is monitored by the management

at each CGU within HMID and loT solution segment.

BETREANBFR2EHE (RME12)

RZFE-—RFE+ZA=+—HZKESE
B ZIKE@%EEE’?iEE AR
~m ([EE&]) REMB AR (5

BEIIREB ) 2R ELEM-

FrEmENERNAKRES KB ERR
TREENFE - EHEERMAREG R
YMBBRATEIBRZEERTELE

fIBE R B -

The carrying amount of goodwill was allocated to the Group's HEBREeBEIEERAEERHE
CGUs identified as follows: SEEBMMAT:
2016 2015
—E—XREF — R4
HK$'000 HK$'000
THER FHT
HMID business segment AEBEKDE
FSCE Group BENREER 114,786 114,786
loT solution business segment MBMRBALTREK S E
Shenzhen CNEOP Technology RN AR YLE R

Company Limited* (“CNEOP") BRAE ([FREBE]) 49,845 49,845
Shenzhen Hexicom Technologies RN E B R B

Company Limited* (“Hexicom”) BRAR (DBEER]) 49,652 49,652
Guangzhou Wealth-Depot Logistics BMARETLZEREE

Technology Company Limited* BRAR([REIE])

("Wealth-Depot”) 52,309 52,309
Next Concept Group (note 34) KB (H5E34) 902,225 -
Hangzhou Lepei Telecommunication MMNEERBERRA

Company Limited* (“Lepei”) and its (M&emm=l) &ﬁﬁﬁ%@ Al

subsidiary (“Lepei Group”) (note 34) (T#memE]) (MzE34) 25,741 -

1,194,558 266,592

3 The official names are in Chinese and the English names are translated for

identification purpose only.
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AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

13. GOODWILL (Continued)

The Group has engaged independent valuers, APAC Asset
Valuation and Consulting Limited (“APAC"), to perform an
appraisal of the value of the FSCE Group, CNEOP, Hexicom,
Wealth-Depot and Lepei Group and Jones Lang LaSalle
Corporate Appraisal and Advisory Limited (“JLL") to perform
an appraisal of the value of Next Concept Group as at 31
December 2016. The recoverable amounts of trademark and
goodwill have been determined on the basis of value in use
("VIU") calculations.

The recoverable amounts for the HMID business segment’s
CGUs were determined based on value-in-use calculations
using cash flow projections based on financial budgets
covering a five-year period approved by senior management.
The discount rate applied to the cash flow projections is
17% (2015: 20%) and cash flows beyond the five-year are
extrapolated using a growth rate of 3% (2075: 3%).

The recoverable amounts for the IoT solution business
segment’'s CGUs were determined based on value-in-use
calculations, using cash flow projections based on financial
budgets covering a five-year period approved by senior
management. The discount rate applied to the cash flow
projections is ranging from 19% to 28% (2075: 19% to 21%)
and cash flows beyond the five-year are extrapolated using a
growth rate of 3% (2015: 3%).

The key assumptions for the Group have been determined
by the Group’s management based on past performance and
its expectations for the industry development. The discount
rates used are pre-tax and reflect specific risks relating to the
relevant segments.

13. 58 (£2&)

AEBERBBE I (EMDEKEER G
EERAERAR ([EK])FEEZIN
REE PRAEMR BEEME K
BIXRREMEENR _T—XRF+_H
=t+—HZzEE YEEBHIGEMS
EBTEEFEREAERAR ([HE
BT RMEESEER —T—RF+ =
A=+—RZEBE - BEEEEZAK
CleRREAEEAELETE -

ABEBERSBERESEABMN 2K
Bl & 58 LA = AL 3R JE P bR 59 1
ZHBBEFERREESRERAETFH
BEFNEZET -RE&METEAFTAR
REBIT% (ZFE—AF 20%) M5
FHEZRESRENEAI% (ZF—7A
F:3% )2 BREHSE -

B EBAT REB DR ESELEN
Z A El R AR ARE R E RS
SEHCHBRBEEFARS RETEAE
TEREEAEELIET - ReREEA
FTRBIRENT19%%E28% (= F—7
F19%221%) MSFHE 2R E M
ENER3% (ZF—AF: 3% ) 7R
EHEH -

AEEZEIERRAAKEHEEELZS
ERARUTERRZAREE - FTA
SR ERBAT Y e RIRIBRE D B2/ E
g
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RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

13.

14.

GOODWILL (Continued)

The recoverable amounts of the CGUs of HMID and loT
solution business segments are determined to be higher
than the carrying amount of the CGUs. Accordingly, the
management considers that trademark and goodwill
attributable to the CGUs are not impaired.

The management of the Group is also of the opinion that any
reasonably possible change in the key assumptions would not
cause the CGUs carrying amount to exceed their recoverable
amount.

SUBSIDIARIES

Details of the principal subsidiaries at end of reporting period
are as follows:

Particulars of
Name of subsidiary Place of incorporation/

Type of legal entity

issued and fully paid share
capital/registered capital

13

14.

B (E)

ARERYBBEADTREHDER
CEABNZAROSBRIEREN
ZERCELBMZIRASRE B &
BERRRcELBEUREZAELE
B HERE -

AEEEEENRR TERRXLRE
MAEAEEH T EEUXFREES
BUuzrBEeBeNETKEERE-

=N
FEWNBATRNBERLERA ZFEN
T

Percentage of

equity interests held by

the Company Principal activities

EMRLE BRTRARKRE/ A
WELRER ERERER aMERFE FRABRZA DL TEER
Directly Indirectly
E# &
Gauteng Focus Limited British Virgin Islands/ - 100% - Investment holding
Limited liability company
Gauteng Focus Limited KBRS/ ERAR REER
Loyal Fine Limited British Virgin Islands/ United States 100% - Investment holding
Limited liability company Dollar ("US$") 1
Loyal Fine Limited RBERTHE/BRAE  1ERL BREER
Jiashengtai (HK) Limited Hong Kong/ HK$1 ordinary share - 51% Investment holding and
(formerly known as Limited liability company (2015: Nif)  trading of commodities
Able Bright Asia (ZF—h#:
Investment Limited) )

RER(BE)ERAF
(A NEEARE
BRAR)

B/ ERRA BT ERR
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Notes to the Consolidated Financial Statements

14. SUBSIDIARIES (Continued)

Details of the principal subsidiaries at end of reporting period

are as follows: (Continued)

Name of subsidiary

Place of incorporation/
Type of legal entity

-

I~ L
7 A y OF |

-

AR R M

Year ended 31 December 2016 # %2 —Z—

14. (BLT (&

T (#E)

Particulars of
issued and fully paid share
capital/registered capital

Percentage of
equity interests held by
the Company

NFEFZHA=1—HIFE

TEMBRARANRERERB 2B

Principal activities

EMRALE BRTRARKRE/ ANH
WELRER ERERER aMEAFE FiERABZR DL TEXR
Directly Indirectly
EE Gk
Forefront International (Hong ~ Hong Kong/ Limited HK$100,000 - 100% Provision of management
Kong) Limited liability company ordinary shares services for the Group
HK$6,000,000 non-voting
deferred shares (note (i))
®7 (BE)BRDA B/ BERAF 100,000 7T & R RAEERHERRE
6,000,000 7
BREERLTRNG
(B EEGD)
Great Develop Group Limited ~ Hong Kong/ HK$1 ordinary share - 100% Investment holding
Limited liability company
EREEERAF BB/ BRAH ETERR REERR
Holly Good Group Limited Hong Kong/ HK$1 ordinary share - 100% Investment holding
("Holly Good") Limited liability company
EeEBERAR B8/ BRAR BT LRk BREER
(NEel)
King Billion International Limited Hong Kong/ HK$1 ordinary share - 100% Investment holding
("King Billion") Limited liability company
RERRERAF BB/ BRAA BT ERKR RERK
(I=ED
Next Concept British Virgin Islands/ Us$100 - 51% Investment holding
Limited liability company (2015: Nil)
i) EREAHE/BRAT 100% 7T (:i;)ffff REER
Red Square Group Limited Hong Kong/ HK$1 ordinary share - 100% Investment holding
("Red Square”) Limited liability company
HBEEBRRAR BE/BERATA BT EBKR RERR
(TA%)
Rentian Finance Hong Kong/ HK$2,000,000 - 100% Money-lending
Company Limited Limited liability company ordinary shares
CEXEBEERAA i/ BERAT 2,000,000/ 7 R
LiEik
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

14. SUBSIDIARIES (Continued)

Details of the principal subsidiaries at end of reporting period

are as follows: (Continued)

Name of subsidiary

Place of incorporation/
Type of legal entity

Particulars of
issued and fully paid share
capital/registered capital

14. fBAT (&
FTEHBLAREE

(&)

Percentage of

equity interests held by

the Company

HiER B 2 #1500

Principal activities

SRR LHE BRTRARKRE/ ANH
WELRER ERERER aMEAFE FiERABZR DL TEXR
Directly Indirectly
E# Gk
Sino Wealthy Limited British Virgin Islands/ US$1 - 100% Trading of securities
Limited liability company
Sino Wealthy Limited REREES/BRAA ES BHEE
Smart Express British Virgin Islands/ Uss$2 - 100% Investment holding
Limited liability company
Smart Express RERLES/BRAA MER REER
FSCE The PRC/Limited liability Registered and paid-up capital - 100% Design, manufacturing and
company of RMB148,181,800 (2015: 83%) distribution of printers,
(ZF—#Z4%#:  terminals and POS
83%) electronic products and
provision of related services
under its own brand name
"Start" in the PRC
EEIR B/ EREERT T RERE R R ERG ZERD HEITH
AR 148,181,8007T - RIR K RPOSETEm
TABEREAREEE
(Start) | #2448 70 PR 7%
Wealth-Depot The PRC/Limited liability Registered and paid-up capital - 51% Design and manufacture of the

AET%

company

mE/BREERF

of RMB7,296,000

M RBRER
AE%7,296,0007C
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AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

14. B AT (&
FTEMBARNNBEHLERE 25

14. SUBSIDIARIES (Continued)

Details of the principal subsidiaries at end of reporting period

are as follows: (Continued)

Name of subsidiary Place of incorporation/
Type of legal entity
SRR LHE

WEAREH ERERER

Particulars of

issued and fully paid share
capital/registered capital
ERTRBERE,/
aMEAFE

T (#E)

Percentage of
equity interests held by
the Company
NG|
FiERABZR DL
Directly Indirectly
E# Gk

Principal activities

TEXH

The PRC/Limited liability
company

Lepei

HE
=

mE L/ BREERF

Jiangsu Start Dima Data Processing The PRC/
Company Limited* Limited liability company

Registered and paid-up capital
of RMB1,300,000

EMRERER

AR H1,300,0007

Registered and paid-up capital
of RMB13,000,000

- 52.5%
(2015: Nil)
(ZF-7%:

#)

- 76.92%

(2015: 63.85%)

Research and development,
design and manufacturing
of optical transmission
network equipment and
software products for
Gigabit-Capable Passive
Optical Network ("GPON")
and Ethernet Passive
Optical Network (“EPON")
communication

B Rt REE TR ERAS
3 ([GPON | ) RZ KB EIR
A8 (TEPON ] ) BE1EE
ZREERBEREREN
Em

Software and technology
development and printing

(ZF—F%:  outsourcing services in the
63.85%) PRC
IHEEBEYE B/ BEREEAR HMRERER RAERE RN BTN
REBRAF AR 13,000,000 RATENSNE IR
Qingdao Jiahuasheng Investment ~ The PRC/ Registered and paid-up capital - 100% Investment holding
Consulting Company Limited* Limited liability company of US$100,000
ERREERERMN B/ EREEAT R & £7100,000% T REZR

BRAF
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

14. fBAT (&
FTEHBLAREE

14. SUBSIDIARIES (Continued)

Details of the principal subsidiaries at end of reporting period HERB 2B

are as follows: (Continued)

Name of subsidiary

Place of incorporation/
Type of legal entity

Particulars of
issued and fully paid share
capital/registered capital

(&)

Percentage of
equity interests held by
the Company

Principal activities

HMR LY BRTRARKRE/ KRH
Wi 2 B & 7B ERERER AMERFE FERAEZRD L TEEK
Directly Indirectly
E# %
Qingdao Jiashengtai Investment ~ The PRC/ Registered capital of - 51% One-stop solution, including
Consulting Company Limited* Limited liability company US$2,000,000 and paid-up (2015: Nil) but not limited to
capital of RMB400,000 (ZF-F%F: marketing research,

) software design, IT
solution and strategic
business consultation and
development, to companies
in the commodities industry
in the PRC

EREERRERN e/ BREEAT #H1ff 4 72,000,000% 7T APEARERTELRAR
BRRA RBREX H-uABATER BHEE
AR 400,0007 TRRTSERRE B4
Rt EARBBARRER
REEBFARAE
CNEOP The PRC/ Registered and paid-up capital - 61% Research, development and
Limited liability company of RMB14,375,000 (2015:51%) production of mobile
(ZF—74%:  data capture intelligence
51%) terminals; provision of loT
application and solutions
based on automatic
identification and data
capture technologies;
and operation of loT data
servicing platform
hRERE B/ EREERE EM kg RER - BRRRERERm o HE
AR 114,375,000 EAEE ERNEDHAIEY
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

14. SUBSIDIARIES (Continued) 14. M@ AR (&
Details of the principal subsidiaries at end of reporting period TEMBARRRERLERA 2 BN
are as follows: (Continued) T: (%)
Particulars of Percentage of
Name of subsidiary Place of incorporation/ issued and fully paid share  equity interests held by
Type of legal entity capital/registered capital the Company Principal activities
SRR LHE BRTRARKRE/ ANH
WELRER ERERER aMEAFE FiERABZR DL TEXR
Directly Indirectly
E# Gk
Hexicom The PRC/Limited liability Registered capital of - 70% Research and development,
company RMB30,000,000 (2075 manufacturing and
RMB50,000,000) and sales of loT and Industrial
paid-up capital of 4.0 network solutions in the
RMB30,000,000 (2075 PRC
RMB30,000,000) (note (ii))
BEENE B/ EREEAT A& A AR #30,000,0007T R B S R S E R
(ZF-7%: RIZLOBBBATE
AE#50,000,0007T) R4 R
BERAR30,000,0007
(ZE—FEF:

AE#30,0000007) (M

#(i))

* The official names are in Chinese and the English names are translated for * TH AR Y B T BT (A R
identification purpose only. T

Note: B3t

(i) Holders of deferred shares have no rights to vote at general meetings or () BEBRMHZHEBABEELKRERS LERE D
receive any dividend. Upon winding up, they are entitled to one half of EEWEBEARE - BB ZAREER
the balance of the company’s assets after HK$100,000,000,000 has been 100,000,000,000/%& 7T 1 & £ AR 7 Ik T & i@
distributed to holders of ordinary shares. BzHEEA MBEz —FLHETKRD ZHE

AZEFH-

(i)~ On 6 January 2016, the registered capital reduced from RMB50,000,000 (i) MR-ZZE—ARE—ARH #MEAXAHARR
to RMB30,000,000. 50,000,0007T 5 2> 2= A R #30,000,0007T ©

None of the subsidiaries had any loan capital in issue at any EWMBRARIREBE_ZE—"NFA_ZT

time during the years ended 31 December 2016 and 2015. —HFETZA=T—HIEFEREMAE

B EERMEETEEER
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

14. SUBSIDIARIES (Continued) 14. HBAT (&)
Financial information of subsidiaries with individually EEENERFEREZZHBATZ
material non-controlling interests (“NCI”) BBER
The following table shows the information relating to Next TREINEEEAFEREZ ZER
Concept Group (2015: FSCE Group) that have material NCI. S8 (ZF—AF BEIREE)2E
The summarised financial information represents amounts Bo-MBERBMEERRMEEN 2B
before inter-company eliminations. B o
At 31 December 2016 R-E—ANF+=-ZA=+—H
New Concept
Group
Proportion of NCI's ownership interests IR A R 49%
HK$’'000
Current assets & E 173,829
Non-current assets EMEEE 113,538
Current liabilities mENAE (5.050)
Non-current liabilities EREBAE (27,651)
Net assets EEFE 254,666
Carrying amount of NCI e R 2 WRE S H 124,786
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

14. SUBSIDIARIES (Continued)

Financial information of subsidiaries with individually

14. BAT (&)
BEBEBNEAFERERHBAT 2
BisER (&)

material non-controlling interests (“NCI") (Continued)

Post-acquisition
period ended
31 December 2016

BE-_Z—XE§

+=ZA=+—HL

WiEEE R

HK$'000

FHET

Revenue W 308,567

Profit for the period B8 7 106,100

Total comprehensive income for the period HAZ2EBALRRE 96,861

Profit attributable to NCI FE12 AR 2 FE (G 51,989

Dividends paid to NCI EAIEERERE 2R E -
Net cash flows generated from (used in): ke (AR TASEZ

REREFHE:

Operating activities REE 58,341

Investing activities WEEE (1,157)

Financing activities [ =) 604
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

14. SUBSIDIARIES (Continued)

Financial information of subsidiaries with individually

14. BAT (&)
BEBEBERFEREXHELAT >

material non-controlling interests (“NCI") (Continued) &R (&)

At 31 December 2015

R-E-FHZFEF+-FA=+—H

FSCE Group
HiENEEE
Proportion of NCI's effective R ER RS EER
ownership interests* b 1 * 26%
Proportion of voting rights of BENRIFERER 2
NCl in FSCE* & E R LI 17%
2015
—T—RF
HK$'000
FAET
Current assets MEEE 544,002
Non-current assets IEREBEE 41,933
Current liabilities mEBEE (269,322)
Net assets BEFE 316,613
Carrying amount of NCI FEEREE CIRESE 82,088
* include NCI attributable to FSCE Group and it represented the carrying * BRBENISEEEGZIFERER  BRE

amount of NCI to net assets of FSCE Group at end of reporting period

# only include NCI attributable to FSCE

SHERAEREREE 2 RESEAEEE
IREBFEE

4 B BIEEZEI RN 2 FEERER
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

14. SUBSIDIARIES (Continued)

Financial information of subsidiaries with individually

14. BAT (&)
BEBEBERFEREXHELAT >

material non-controlling interests (“NCI”) (Continued) &R (&)
FSCE Group (Continued) BEEH)RER (&)
2015
—T-hF
HK$'000
FHET
Revenue U 7 749,233
Profit for the year F N m 75,361
Total comprehensive income for the year FARAETHEUWALLEE 60,985
Profit attributable to NCI FE 128 UG 25 FE A V5 15,067
Dividends paid to NCI [RENES Y Fried i E5) -
Net cash flows generated from (used in): e (AR) TISBEZBEREFHE:
Operating activities R ET 110,670
Investing activities KEEY (90,165)
Financing activities BB ES (59,144)
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Year ended 31 December 2016 #ZE — =&

—NELT A=+ —HIFE

15. INTERESTS IN ASSOCIATES

The interests in associates are set out below:

15. REEE N Tl 2R

REERRZEEHIT

2016 2015
—E-XEF —E—RF
Note HK$'000 HK$°000
Bt &E THER FHT
Cost of investment A KA (a) 83,016 113,666
Bargain purchase =EEE a) 8,740 12,984
Share of post-acquisition results FEAE M IE 12 248 11,688 36,565
Dividends received B U B b) — (95,324)
Share of other net asset changes JEEHEMFEEZS) (d) = 25,253
Share of net assets FE(RFE E 103,444 93,144
(@) On 3 September 2016, Golden Fame International (@) RZE—R"FNLA=ZH &KX
Investments Group Limited (“Golden Fame Group”) REEBARAR([&E5EH])
completed the process of voluntary liquidation and was TKERERIEFWE B Hig
dissolved. It was then ceased to be an associate of the THAREEBERNR MAKE
Group and the share of net assets were de-recognised. MERIIEREGFEE-REE
No gain or loss on liquidation of Golden Fame Group ZE-RFF+ZA=T—HIEFE
has been recognised during the year ended 31 December N B EEEERERETMNAE
2016. & e
(b) During the year ended 31 December 2016, no dividends by REBEZ-T—R"F+A=+—

were received from the associates. During the year ended
31 December 2015, dividends in cash amounted to
HK$78,800,000 and in shares of equity securities listed in
Hong Kong amounted to HK$16,524,000 were received.
The amount was de-recognised upon the liquidation of
Golden Fame Group during the year ended 31 December
2016.
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Year ended 31 December 2016 # %2 —Z—

15. INTERESTS IN ASSOCIATES (Continued)

(@)

Details of the material associates at end of reporting

period are as follows

Place of

Particulars of
issued and paid up

A~ S
7 h (8

AR R M

NFEFZHA=1—HIFE

15. A& DR 2R (E)

(0 MNMERERAZERBERRGF

A
BT

Proportion of

value of issued share capital

incorporation/ ordinary indirectly
Name of associates Type of legal entity share capital held by the Company Principal activity
ARREE
MK LS BRORBREER FEERTRE
BERRER EERBER RAFE BEMGLA TEEH
2016 2015
“2-X§ _T-IF
Easy Talent Group
LR
Easy Talent Limited Cayman Islands/ 10 shares of 40% 40%  Investment holding
Limited liability US$1 each
company
BH5BRAA Rels /ARAH 10 B REEIET RAEER
2B
Beijing Orient LegendMaker The PRC/ Registered and 40% 40%  Provision of upgrading and
Software Development Limited liability paid-up capital of maintenance services
Company Limited* company RMB110,000,000 for Oracle's database
products distributed in
the PRC
ERRFESAHER HE/BREERA BRIPE I v AREXRPESHEH
BRARA AR#110,000,0007C BEERREARRAE
ER%
Golden Fame Group
SEEE
Golden Fame International Hong Kong/ 5,000,100 shares - 40%  Investment holding
Investments Group Limited Limited liability with no par value
company
CERBRESEBRAA BA/BRAR 5,000,100/ REZR
BEERSD
* The official name is in Chinese and the English name is translated * BAEBBARNRE AXHELRE

for identification purpose only.

All of the above associates are accounted for using the

equity method in the consolidated financial statements.

B2
it PR Bt R B AR 2R RN AR
CRELE EUN N
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

15. INTERESTS IN ASSOCIATES (Continued)

(d)

The amount represented the share of other net asset
changes of Golden Fame Group in connection with the
change in ownership interest in its subsidiaries that do
not result in a loss of control. In 2014, the amounts
recognised directly in a separate component of equity
have been transferred to retained profits because there
is a change in ownership interest in those subsidiaries
that results in a loss of control. The amounts were de-
recognised upon its liquidation in September 2016.

Fair value of associates

At end of reporting period, all of the Group’s associates
are private companies and there is no quoted market
price available.

Financial information of individual material associates
Summarised financial information of the material
associates of the Group is set out below, which
represents amounts shown in the associates’ consolidated
financial statements prepared in accordance with
HKFRSs and adjusted by the Group for equity accounting
purposes including any differences in accounting policies
and fair value adjustments.
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15. R & DR 2w (&)

(d)

R RERYEEY R EEHIE
MBAREAEESESMEHNS
EREZHEMFEEEH N _F
—OE HRREMNBRARZHES
s IR E) RS R
BEENBYEGHDERZER
EEEERERN ZFLEORN
EEEEE-_ZT - "FNLABRE
BRAEEER -

B AR 2 ATE
RO 325 9 4 R 7K o G B
AR BIART - LM IBRE -

(BRI NI A S
REBEEREE QR 2P BEERM
EWN NERSEHERRRESR
BB REENRRZEEMBR
KRS8 URAEERERS
ATREFLAR BREHBEE
BERRFEHE-
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

15. INTERESTS IN ASSOCIATES (Continued) 15. R NTl 2R (&)

(f)  Financial information of individual material associates (fy fERIE KB ZNF 2B &KEFR
(Continued) (%)

Easy Talent Group

BE&EE
2016 2015
—E—XEF —E—RF
HK$'000 HK$'000
FExT FAET
Gross amount 4B EE
Current assets MENEE 327,835 307,609
Non-current assets ERBEE 34,011 31,838
Current liabilities mEAEE (103,235) (106,589)
Reconciliation IR
Gross amount of equity 1% 4 48 58 258,611 232,858
Proportion of the Group’s ownership 7N 5 B pA B & 2 &) 2
interests in associates WEEER 2D 40% 40%
Carrying amount of the Group's REBREBERRZ
interests in associates 7 R &R 103,444 93,144
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

15. INTERESTS IN ASSOCIATES (Continued) 15. R NTl 2R (&)

(f)  Financial information of individual material associates f) FRERHEara s BEER
(Continued) (%)

Easy Talent Group

B35
Post-
acquisition
Year ended period ended

31 December

31 December

2016 2015
BZE Hz
—EBE—-RE —E—RF
+=A +=A
=+—Hi =+—H81L
FE W g 1% B
HK$'000 HK$'000
TH& T FAETT

Gross amount AEEE
Revenue Iz 541,346 347,826
Profit for the year/period F/HRE T 47,401 16,937
Other comprehensive loss HEip2mEEE (21,648) (13,469)
Total comprehensive income 2HEWALEEE 25,753 3,468

Dividend received from associates

B E R RIS
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16. AVAILABLE-FOR-SALE FINANCIAL ASSETS 16. I HEMKEE
2016 2015
—E-RF —ZT-IF
Note HK$’'000 HK$'000
B 5 FHBT FHTT

ok

Listed equity securities in Hong Kong, R&® W2 RAESH
BRFE (a) 110,106 110,106

»!

at fair value

y

Wealth management products, MEERER BAF¥E
at fair value (b) - 83,559

Unlisted equity securities in private REBRINEMA L2

limited companies incorporated LABRRARZ
outside Hong Kong, at cost FELEMBAEFES
BB (c)-(d) 247,500 395,450
Impairment loss recognised BRI EEIE (e) — (12,536)
247,500 382,914
357,606 576,579
Analysed as: DT
Non-current portion JEMENEB 357,606 493,020
Current portion mEE = 83,559
357,606 576,579
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

16. AVAILABLE-FOR-SALE FINANCIAL ASSETS
(Continued)

Notes:

(@)  The amounts represent the Group's interest in a company whose shares
are listed on the Main Board of the Stock Exchange. During the year
ended 31 December 2016, no change in fair value (2015: a decrease
in fair value of HK$41,114,000) in respect of these shares held by the
Group was recognised in the available-for-sale financial assets revaluation
reserve. The fair value of listed equity securities is based on quoted

market prices in active markets at end of reporting period.

With reference to the historical quoted market price of the listed equity
securities available to the Group, an impairment loss of HK$41,114,000
(2015: HK$Nil) has been reclassified as a reclassification adjustment

during the year ended 31 December 2016.

(b)  The wealth management products as at 31 December 2015 were fully

redeemed during the year.

(c) The unlisted investments represented long-term investments in unlisted
equity securities issued by private entities. In the opinion of the directors,
their fair values cannot be measured reliably because the range of
reasonable fair value estimates is so significant and the probabilities of
the various estimates cannot be reasonably assessed. As a result, they are
measured at cost less impairment at the end of each reporting period.

(d) At 31 December 2015, the Group held 6.4% equity interests in
Joint Global Limited ("JGL”) and 1.56% equity interests in Cordoba
Homes Limited (“CHL") with carrying value of HK$95,464,000 (net of
impairment loss of HK$12,536,000) and HK$39,950,000 respectively.
During the year ended 31 December 2016, the Group disposed of its
entire equity interests in JGL and CHL to independent third parties for
sales proceeds of HK$95,000,000 and HK$40,000,000 respectively, in
exchange for acquisition of listed equity securities in Hong Kong and
classified as financial assets at fair through profit or loss and in cash,
resulted in a net loss on disposal of available-for-sale financial assets of
approximately HK$414,000 in aggregate and recognised in profit or loss.

The remaining balance represents the Group’s 15.81% (2015: 15.92%)
equity interests in Co-Lead Holdings Limited (“Co-Lead”), a company
incorporated in the British Virgin Islands with limited liability. The
principal activity of Co-Lead is investment holding. In the opinion of the
directors, the Company has no significant influence over Co-Lead and the

investment is accounted for as available-for-sale financial assets.
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16. IHHENKEE (&)

o

(a)

BRSEEAEER — IR L AT ER
tmZAR RS REE-T—X~"F+=A4
=t+—BUEFE TERAEEAFZER
fﬁ&ﬂfﬁﬁ%ﬂﬁ%é%i%ﬁ%% RAFE
BE) (ZF—AF 2FERHL41,114,000%
) e FRAESRZ ATFELRES HERE
ZEBRTMISFT R E AR

SBAKREAB 2 EMRAESZELTER
B AEEERBEE-_T—R"F+_A=1+—
BitFE & RERIEA41,114,0008 T (= F
—AF EET)EFDERENDERE-

RZE-RF+-_A=+—-HZUEEEE
mERFAZTHED

FLMREBNRILABERETZIELTRA
EHRZERRE-EFRR MRELHRE
ZEBATERFHEERA  BZHEGFZH
RN AR BOFLMREZATET
BERI SRt B MR B MEHERA - F L
MRERKARERETE-

R_ZE—AF+_A=+—HB A£EFE
Joint Global Limited ([JGLJ)6.4% % AN 25
EHEZEBRAA ([TEFE]I)1.56%H,
LS IREE S B A95,464,0007% 7T (kK
35 B /&5 $812,536,0005% 7T ) 539,950,000
ToRBE_T—A"E+ZA=+—HLHF
E-AEEMBIE=FEEERIGLERE
REZEHBRAER HERSRES A
95,000,000/ 7t }240,000,000/8 7T * LA IEH
BEMRAES (DEARNEFRZATER
BrMBERE) RARBE S REERIEES
MEEE BB FEA L AR414,0008 T
BERIBEIRTER -

#REEIE A £ @ MR Co-Lead Holdings Limited
([Co-lead | — IR EBE X BB FE MK
NZBRAR)Z15.81% (ZFE—AF -
15.92% ) B A HE2E » Co-lead 2 EB 75 A
Bk -FEERR AR A Co-leadll &

BN Mz ERE Ty ARFIE AT 4 6 B
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16. AVAILABLE-FOR-SALE FINANCIAL ASSETS 16. AL EMBEE (&)
(Continued)
Notes: (Continued) MisE: (&)
(e)  Movement in the provision for impairment loss is as follows: (e) BEREREZzESHWNT:
2016 2015
—BE—xE —E-FF
HK$'000 HK$'000
FHExT FAET
At beginning of reporting period RS B 12,536 12,536
De-recognition upon disposal B R AR IERER (12,536) -
At end of reporting period RBEHERB - 12,536
17. INVENTORIES 17. B8
2016 2015
—g-XE —T-AF
HK$000 HK$'000
FHET FAET
Raw materials R # 67,004 55,070
Work-in-progress EER 20,194 19,311
Finished goods BIK 23,398 26,944
110,596 101,325
At end of reporting period, all inventories, excluding those R ERERB - BRIEEBEAZTIE 5T
fully provided for with nil carrying value, are stated at cost. R2BBEZEFEIN IEFEHRK
K
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

18. FINANCIAL ASSETS AT FAIR VALUE THROUGH

18. RERIRELAFEREE MK

PROFIT OR LOSS BE
2016 2015
—E-XEF e
Note HK$'000 HK$'000
Bt & THER T T
Held for trading FIEEE
Equity securities listed in BALMRARES
Hong Kong (@) 1,437,445 1,172,929
Designated upon initial recognition F ¥ HEREF 5 &
Equity-linked notes IR EEMAF IR (b) 677,200 475,123
Wealth management products, VEEREM LW
unlisted () 412,428 -
Derivative financial instruments PTETBEIT A
Derivative contracts PTETAEEHN (d) - 59,706
2,527,073 1,707,758
Notes: M EE -

(a)  The fair value of listed equity securities is based on quoted market prices
in active markets at end of reporting period. During the year, the fair
value gain on financial assets held for trading of HK$55,267,000 (2075: a
fair value loss of HK$154,495,000) was recognised in profit or loss.
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Year ended 31 December 2016 #Z &

18. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (Continued)

Notes: (Continued)

(b)

(e}

In November 2015, (i) the Group subscribed equity-linked notes with
total principal amount of HK$458,000,000 (“ELN") from two investment
entities incorporated in the Cayman Islands and the Republic of Seychelles
(i) margin loans of HK$439,357,000 in
aggregate were obtained by the Issuers from a financial institution; (iii)

respectively (the "Issuers”);
the total principal amount together with the margin loans obtained were
used to purchase 184,000,000 shares of a company listed on the Stock
Exchange (the “Underlying Securities”); (iv) the margin loans obtained by
the Issuers were secured by the Underlying Securities; and (v) the ELN is
redeemable at the discretion of the Group based on the net proceeds to
be obtained from the disposal of the Underlying Securities at the time of
redemption after the settlement of the margin loans and any transaction
costs.

At end of reporting period, the fair value of the ELN was determined
by APAC based on the expected proceeds received from disposal of the
Underlying Securities at the quoted market prices at end of reporting
period after deducting the outstanding margin loans and any related
transaction costs. During the year ended 31 December 2016, the fair
value gain on the ELN of HK$202,077,000 (20715: HK$17,123,000) was
recognised in profit or loss.

The unlisted wealth management products as at 31 December 2016
comprised unlisted funds and financial products (2075: HK$Nil).

During the year, the Group subscribed unlisted wealth management
products of HK$405,418,000 in aggregate from a private fund manager,
an independent third party which is a company registered and approved
by the Asset Management Association of China and certain banks in
the PRC. The unlisted wealth management products were redeemable
at the discretion of the Group from time to time and the intention of
holding them was for short-term investment. Included in unlisted wealth
management products, HK$205,418,000 were denominated in RMB.

The fair values of the unlisted wealth management products were
reported and provided by the fund manager and banks. During the year
ended 31 December 2016, the fair value gain on the unlisted wealth
management products of HK$7,082,000 (2015: HK$Nil) was recognised
in profit or loss.

A MR M

—NFFTZH=+—HILFE

18. RERIRELAFEREE MK
BE (&)

P &L -

(b)

(%)

R-ZZ2-—RF+—A () AEEEHREDRIR
HERSMEFTHEMBEEMKIZREETR
([817 A])REXRE 4258 /458,000,000
TZREEBTEER ([REHBZR]) : ()E
17— S S S ELS 4250 /439,357,000
B2 HFREF: (TG 2 RS EFEER
FTREF Eﬁﬁﬁ\ﬁﬁﬁ—Fﬂ@%?&?ﬁim“TZ
184,000,000 fx 13 (THEBIE 5 1) & (iv)E 7

AFTEUE 2 B EFR BB E H R & (v)
REETIEELRER TR - B BRE
@Mﬁ’iﬁﬁ MEAF S RIEFE (BEFR

RREMZGEARE) ©

RBEHERA  BREHBRE 2 ATESRD
AERBEYERBRMSHRELSHEZ
HzHEABRABHIE" JHDB%WHE;&H
BEARAMEBERIKNAEE -REEZ

—RNFE+ZA=t+—HIEFE- HXK:W@%F
ZAFEWA202,077,0008 T (= F—7
F 17,123,000 ) - ERERIRTER ©

E—RE+-A=+—HZ¥k LT
BRERIFLTESETBE®
(ZF—nF T}¥r)-

FN - AEER-ELEESKE (BBEILE
=h —HEERREFEELFIREESE
Bek+BEETRABAZLA)RES &
405,418,0005%7E3ELH€E7TESE.IEEEWOEZ%
FENUEERERAALREETHEIBEE
B DEREHRERE - ZEFLMUEE
HEMTF 0 205,418,000 0 IA A R EHE ©

ZEF LMY EEREERZATERESK
BRBETHREM REH - B2 —XNF+=
A=+—BUFERBERRERIFELTHE
ERE R ATFEWRE?,082,0008T (=%
—HETHBT) -
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18. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (Continued)

Notes: (Continued)

(d)

In December 2015, the Group executed a warrant instrument (the
“Warrant Instrument”) to issue warrants to an independent third party
(the “Purchaser”). On the same date, the Group also entered into a
put option deed (the “Put Option Deed”) with the Purchaser and an
irrevocable undertakings (the “Irrevocable Undertakings”) provided by the

Group and the Purchaser.

The combination of the Warrant Instrument, the Put Option Deed and the
Irrevocable Undertakings gives rise to a forward arrangement of selling
150,000,000 shares of a company which is listed on the Main Board of
the Stock Exchange (the “Listed Shares”) by the Group to the Purchaser
at a strike price of HK$1.4 per share (the “Strike Price”) on 30 December
2016 (the "Exercise Date"”).

On 30 December 2016, both the Group and the Purchaser agreed to
release and discharge all claims, rights and obligations under the Warrant
Instrument, the Put Option Deed and the Irrevocable Undertakings by
entering into a deed of settlement (the “Deed of Settlement”). Pursuant
to the Deed of Settlement, the Purchaser, who is also the controlling
party of the holders of Promissory Notes C and E (as hereinafter
defined in note 26), agreed to waive the principal amount and the
relevant interests associated with Promissory Notes C as mentioned in
note 26 to the consolidated financial statements as at 30 December
2016 of HK$55,000,000 and HK$2,200,000 respectively, and in
addition to the waiver of Promissory Notes C, an one-off compensation
of HK$21,850,000 will be deducted from Promissory Notes E (the
“Compensation”) at the maturity. As a result, a net realised gain of
HK$17,898,000 was recognised and included in net realised gain on
disposal of financial assets at fair value through profit or loss.

During the year ended 31 December 2016, the fair value gain arising
from forward arrangement of HK$Nil (20715. HK$59,706,000) was
recognised in profit of loss.
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18. RERIRELAFEREE MK
BE (&)

ByeE: (4&)

(d)

RZF-—AF+ZA AEEET—HRRE
BXE - AR—BBIE=H ([EH])HET
RAREE R H AEETEEFTL—HR
THERERE - AR E R EH MR- AR HE
A ©

RARIEE R - ® Hﬁﬂﬁé 2 1% Ko A A B

— R RAREER —~"E+ZA=+
=| (Fﬂﬁaﬁm)&%}mfﬁﬂﬂ A% TT (30
TENDREFHE —HBIMAEREMAA
150,ooo,oooﬂxﬂxh(FLmem)z;@ﬂﬂﬁ
HEo

RZZE—ARF+A=1+H AELEREHY
RAESBIL—HNBRE BRREEKRR
& 4 58 S SRR BRRE R 4R I T AT BB A
THERR EMREB REMERE B
B (M ARERBECRE (E% R TXHE26)
RHEAZERT) AEREAEMBHRRME
26T T —ARFETA=ZTHEAKR
& CHARE 2 A4 %855,000,00075 7T & B B F 8
2,200,000 7T bR &4 R A H RIECHN  — IRk
1% %5 {821,850,000/%8 7T ([ &) 1) #§ 7 XI &f
R EEERENKR Bl AEEEHER
38 W 25 7F5817,898,0008 7T » Wi 2 5T A H
ENBHREATEREZVBEEZEZ
WU FEE -

REE_T - "F+_A=+—HILEFE &
HLHMEAZ A FERSSEL(ZF—7
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19. LOAN RECEIVABLES

A MR R M

Year ended 31 December 2016 # %= —

E-—NF+_A=1—HIFE

19. ERER

Loans granted to borrowers are repayable according to BRABEEFEARRERRBEKE
repayment schedules. The balance comprises loan receivables B fHAESRBREERWTIS A Z2ER:
from:
2016 2015
—RE —T—HEF
Note HK$'000 HK$'000
Bt E THERT T T
Third parties E=7 82,717 51,038
Allowance for doubtful debts RIRE A (20,290) (20,290)
Balances due within one year and  FF AREEE
included in current assets R—E ARSI 2 &R (a)-(d) 62,427 30,748
Notes: Bt 5
(a) At end of reporting period, (1) loan receivables carry at fixed interest (a) MIMEMERD  (NVEREZTIRE T E MR

rate of ranging from 13% to 18% (2075:
balances of HK$20,290,000 (2015: HK$20,290,000) were overdue and
fully impaired; (3) the remaining loan balances of HK$62,427,000 (2015:
HK$30,748,000) are within the respective maturity dates; and (4) all of

the loan balances is unsecured.

14%) per annum; (2) loan

The directors assessed the collectability of loan receivables at end of
reporting period individually with reference to borrowers’ past collection
history and current creditworthiness. Based on the assessment with
reference to the amount recovered from the borrowers up to the date of
the authorisation of these consolidated financial statements, there was no
indication of deterioration in the collectability of the remaining amount of
HK$62,427,000 (2015: HK$30,748,000) and thus no additional allowance

was considered necessary.

NFBER8E (ZFE—AF:14F )t 5
(2)E X #5#:20,290,0008 7T (= F— A -
20290000/357:)13@&%1#-IE%%@W
B: QB T ERLE#62,427,0008 7T (= F
*E¢-30748000/57E)i’:73ﬁ¥@ﬁﬁ~& 4)FT
BEERERREEA -

EFRREHLERALBERIABAZER
wEr IR 2 5 ARE - AR T U El 8
WEF - REL2RBREZREEAIREUBR
REBBRERAKEBZ EIEL 2T
N 4 B 52 R R U B 84 8062,427,000%8 T (= F
— A :30,748,000;% 7r) 75 H H 3R [ R - #i
mIALE L REINEAE -
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

19. LOAN RECEIVABLES (Continued)

Notes: (Continued)

(c)  The ageing analysis of loan receivables that are neither individually nor
collectively considered to be impaired is as follows:

19.

EWRER (&)

BsE: (&)

(o)

WEER R ER KRR AEREEBERERZ
tREC ST :

2016 2015

—E-XRF —T-RF

HK$'000 HK$'000

FTER FET

Neither past due nor impaired P 48 480 HA olOR (B 62,427 30,748

Receivables that were neither past due nor impaired relate to two
borrowers (2015: a borrower) for whom there was no recent history of
default and there had not been significant change in credit quality. These

loans are repayable within 11 (2075 70) months.

(d)  The loan receivables are denominated in HK$.
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20. TRADE AND OTHER RECEIVABLES 20 EZ R EMEKRRIE
2016 2015
—E—XE —ET—RF
Note HK$'000 HK$'000
B 7 FET FAET
Trade receivables B S EWRIE
From a related party KE—HBEEALT (a) - 2,268
From third parties KEE=A 319,947 294,960
Allowance for doubtful debts AR (0) (780) (20)
(b) & (d) 319,167 297,208
Notes receivables EREE (e) 7,120 2,832
Other receivables H i e IE
Prepayments TE  3IE 56,718 63,693
Deposits and other debtors & R E i B IR 3K 57,728 29,601
114,446 93,294
440,733 393,334
Notes: B 5
(@)  The trade receivables from a related party as at 31 December 2015 were (a) MZZE—HF+ZA=+—H Re—%@=E
unsecured, interest-free and with credit period of 60 days. AT EBSRKFIEREERT 28 WHEEB
60K{EEHi -
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

20. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (Continued)

184

(b

) The ageing analysis of trade receivables, net of allowance for doubtful

20. EZ R HMEWRIE (&
CEINE))

(b) BZEUEFA(NBRIRER REZAHZ

debts, based on the invoice date is as follows: IRECHMTEAT -
2016 2015
—E-XRF —T—RHF
HK$’000 HK$'000
FTHET FET
Within 90 days 90H K 242,019 223,774
91 - 180 days 91ZF180H 10,425 6,041
181 - 365 days 181F365H 36,008 31,525
Over 365 days 365H LA 30,715 35,868
319,167 297,208

The Group allows a credit period of 30 — 90 (2075: 60 — 90) days to its

customers.

Allowance for doubtful debts on trade receivables is recorded using an
allowance account unless the Group is satisfied that recovery of the
amount is remote, in which case the impairment loss is written off against

trade receivables directly.

REBEBTFEHREP FH30E90K (=ZF—7A
F:60F90K) 22 EH -

(0 EBZRRFARREEAGEIIRCE  BIER
RPREBRERBZ B EMN EUER
DREE R BN E S YRR -

The movements of allowance for doubtful debts are analysed as follows: RIEBE BT
2016 2015
ZB-REF —T—HEF
HK$'000 HK$'000
FTHET FHET

Allowance for doubtful debts R

At beginning of reporting period Rk EH ) 20 990
Increase (Decrease) in allowance ‘M ORd) 797 (953)
Exchange realignment b 54 B (37) (17)
At end of reporting period N EHAERA 780 20
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Year ended 31 December 2016 #Z —Z—

20. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (Continued)

(d)

The ageing analysis of trade receivables which are past due but not
impaired is as follows:

A MR M

20. EZ R HMEWRIE (&
CEINE))

(d)

B M B RO [ 2 B 5 M8 M3k 2 0 8 I
W

NFEFZHA=1—HIFE

2016 2015

—E-REF —T—RF

HK$’000 HK$'000

FET FET

Neither past due nor impaired P 48 480 HA olOR (B 224,892 189,437
Within 90 days 90H A 25,171 40,567
91 - 180 days 91£180H 27,051 18,945
181 — 365 days 181%E365H 20,728 16,753
Over 365 days 365H A £ 21,325 31,506
Past due but not impaired B 8E KRE 94,275 107,771
319,167 297,208

Included in the Group's trade receivables balance are debtors with
carrying amounts of HK$94,275,000 as at 31 December 2016 (2075:
HK$107,771,000) which are past due at end of reporting period but
which the Group has not impaired as there have not been any significant
changes in credit quality and the directors believe that the amounts are
fully recoverable. The directors have reviewed the subsequent settlement
status and repayment history of these customers and no further
allowance for doubtful debt is considered necessary. The Group does not
hold any collateral over these balances.

Receivables that were neither past due nor impaired related to a wide
range of customers for whom there was no history of default.

Notes receivables were not past due as at end of reporting period and will
mature within 30 to 180 days (2075: 30 to 180 days).

AEEZESERBREEKRBERN_Z—
F+_A=+—HIEE S5 R94,275,000/
TT(=F—FF 107,771,000 ) 2 FEWR IR
FRMEBMERACOEEREIIARIED
WE RERGEERETAMEAZYMES
HEZSREA2HKE - EECEHEES
HERARZERF ZERLEE R
PRRRELBE NEEW &Y
BEMEER-

BE 4% %8 A 7 B OB B 2 B LA R TR B X AT (T 32
MEgEmEREZ2EFRER -

FERE BN EBAR A RBE  BHR30E
180K (= F—AF :30F180K) NE|H -
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

21.

22.

PLEDGED BANK DEPOSITS

At end of reporting period, the Group pledged bank deposits
amounting to HK$2,954,000 (2075: HK$3,848,000) to banks
to secure trade finance facilities and banking facilities granted
to subsidiaries. Deposits amounting to HK$2,594,000 (2075:
HK$2,214,000) have a maturity period within one year and
are therefore classified as current assets. Deposits amounting
to HK$360,000 (20715 HK$1,634,000) have a maturity period
more than one year and are therefore classified as non-current
assets. The pledged bank deposits carried fixed interest rate
at 0.35% (2075: 0.35%) per annum as at 31 December
2016. The pledged bank deposits will be released upon the
settlement of relevant trade finance facilities and banking
facilities.

BANK BALANCES AND CASH

At end of reporting period, the bank balances of the Group
denominated in RMB amounted to HK$206,077,000 (2015:
HK$175,337,000). RMB is not freely convertible into other
currencies. The government of the PRC has implemented
foreign exchange control and the remittance of these funds
out of the PRC is subject to exchange restrictions imposed by
the government of the PRC.

186 RENTIAN TECHNOLOGY HOLDINGS LIMITED = R RHEIEMR A R A 5

21.

22.

EEHRITEXR

R EHRERB AEBRAEZRIBTE
4R 1717 542,954,000 Tt (= E— A
F 13,848,000/ ) 1 RE TH B A
ACBSMEEERBITRE ZHEA-
2,594,000/ 7T ( —FE—7 4 : 2,214,000
BIT)FERZHBRE—FR BiltH
HAREEE - 360,000 (= F—7
F 1 1,634,000/87C) 2 7R R B —
FULE ARESERERDEE-R=F
—A"F+_A=+—8 BHEMEITER
BETEFHEOIE(=ZF—FAF 035
E)ETE -BEERRITERENIEHAES
BMEEERBITRELBERERR -

RTEERES

RBEHRERE AEBUARKETEZ
R1T451F 5206,077,0008 L (= F—F
F 175,337,000/ ) - ANRETT] B
HAEBAHMER P BEENEE KN
EES MEZEESEHPRHEZR
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23. TRADE AND OTHER PAYABLES 23. B REMENTIE

2016 2015
—E—XKEFE —E-hF
Note HK$000 HK$'000
Bt 5 FHET FEIT
Trade payables, to third parties EZEZENRE ENE=FH (a) 149,461 152,500
Bill payables EBREE 725 -
Other payables H b 7RIE

Accrued charges JEsTE A 76,007 86,465
Interest payables FET R B 32,463 14,216
Other creditors H b fE IR FR 12,669 11,917
Trade deposits received BEWE 5L 41,803 23,667
162,942 136,265
313,128 288,765

(@) The credit period of trade payables is normally within (a) BZRENBIEZEER MK AIOKR

90 (2075: 90) days. The ageing analysis of the trade
payables, based on the invoice date is as follows:

(ZZE—FF:90XK)KN B 5 FEN
BB ZAHZREDTWT

2016 2015

—E-RF —T-hF

HK$000 HK$'000

FHET THETT

Within 90 days 90H A 141,743 124,885
91 - 180 days 91&180H 5,590 8,143
181 - 365 days 181%2365H 27 2,835
Over 365 days 365H A 2,101 16,637
149,461 152,500
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24, INTEREST-BEARING BORROWINGS

24. st EEE

2016 2015
—E-XE —E-RE
Note HK$000 HK$'000
Bt 5 FExT FAET
Bank borrowings, unsecured and WITEE  BEAREER
guaranteed (a) 5,359 23,874
Margin loan, secured FREFR BERARAER
and guaranteed (b) - 350,000
Margin loan, secured and FREZ BEMAREER
unguaranteed (c) 36,041 -
Obligations under finance leases REREES (d) 582 727
41,982 374,601
Analysed as: TR
Current portion mENER 41,549 374,019
Non-current portion JEMENE D 433 582
41,982 374,601
Notes: B o
(a)  Bank borrowings, unsecured and guaranteed (a) RITBE BEEARBER
The bank borrowings were denominated in RMB (2075: RMB) and carried RITEEUAARE (ZF—AF  ARE)G

interest at the prevailing interest rate of the People’s Bank of China

with 25% mark-up per annum (2015: loan prime rate plus 192.25 basis

points per annum). The bank borrowings as at 31 December 2016 were

guaranteed by the Company, a director and non-controlling interest of

a subsidiary (2015: guaranteed by a related company controlled by the

controlling shareholder of the Company). The bank borrowings are wholly

repayable within one year.
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Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

Notes: (Continued)

(b)

Margin loan, secured and guaranteed

The margin loan as at 31 December 2015 was secured by certain listed
equity securities held under the securities margin account, with a total
market value of approximately HK$600,000,000 and guaranteed by the
controlling shareholder of the Company. The margin loan was fully settled
during the year.

Margin loan, secured and unguaranteed

The margin loan was secured by certain listed equity securities held under
the securities margin account, with a total market value of approximately
HK$72,000,000 as at 31 December 2016. It carried interest at 6% per
annum and is repayable on demand.

Obligations under finance leases

BsE: (&)

24. ;tEEE (&

by HRER BERAREER
RZZE—RAF+-_A=+—HAZHFEEZMN
REBEFFRIEPHAZE T ETRAZESRE
R - 48 T 18 49 /600,000,000 7T * A A
AIERBRRRHER ZEFRERENFRN
BHEE-

(0 FREZ BEMAREER

HFREFURBESFRIRFHEZAET LT

BABHERR R_E—REF+_A=1+—
Az %W {E4 472,000,000/ 7T + 12 F | &6

EE R

BIRBREE-

(d) BEBRERD

Minimum lease payments

Present value of

minimum lease payments

BEHEEMNK BEHENHRE
2016 2015 2016 2015
—E-RF —ZE—-AF BT —E—HF
HK$'000 HK$'000 HK$°000 HK$'000
FBx FAT FaT FHET
Amount payable FET3KE
Within one year —FR 164 164 145 145
In the second to fifth years inclusive & —Z 2 1%
(BREEERMF) 449 613 437 582
613 777 582 727
Future finance charges KREEEA (31) (50)
Present value of lease obligations ~ FA & &R E 582 727
Amount due for settlement 128 AR B EEE
within 12 months - 149 145
Amount due for settlement M12ME A& B EEE
after 12 months - 433 582
582 727
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24. INTEREST-BEARING BORROWINGS (Continued) 2. ;T EBE (&)
Notes: (Continued) Mist: (&)
(d)  Obligations under finance leases (Continued) (d) MEREGES (&)
The obligations under finance leases are interest-bearing at 1.45% (2015: MEREEBEFNEI45E (=ZF—AF:
1.45%) per annum and are repayable in monthly instalments with the 145/ )T 8 BEADHEE & —HE
final instalment due in April 2020. HR T -TFMARE-
25. DEFERRED TAXATION 25. EEERIE
The following is the analysis of major deferred taxation assets NTAREEMEREBRENBEE
(liabilities) recognised by the Group and movement thereon: (BaBE)REZB 25T
2016 2015
—E-XEF —E-hF
HK$'000 HK$'000
FExT FAET
Deferred tax assets EEFIEE E 549 317
Deferred tax liabilities EEFIE B E (30,518) (2,867)
(29,969) (2,550)
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At end of reporting period, the Group had unrecognised
tax losses of approximately HK$629,084,000 (2075:
HK$690,866,000) available for offsetting against future
profits. No deferred tax asset has been recognised in respect

of such tax losses due to the unpredictability of future profit

streams. The tax losses do not expire under the current tax

legislation.

25. DEFERRED TAXATION (Continued) 25 BEHRIE (&)
Allowance
for trade
and other Fair value
receivables adjustments Total
BEZR
H 1 FE Uk
RIERE ALFERAE ot
HK$'000 HK$'000 HK$'000
FAET THET THET
At 1 January 2015 WZZE—RF—A—H 559 (2,867) (2,308)
Charged to profit or loss kB ERK (218) - (218)
Exchange realignment M 5 ) B (24) - (24)
At 31 December 2015 and R=Z—-AF
1 January 2016 +=-BA=+—-HE
—2-A%—-A—-H 317 (2,867) (2,550)
Additions — acquisition of RNE—IWEEMEB AT
subsidiaries (note 34) MfEE34) - (31,916) (31,916)
Credited to profit or loss AT AB&EIR
(note 8) (K7E8) 264 4,265 4,529
Exchange realignment B WA (32) = (32)
At 31 December 2016 R-ZE—XRE+=ZA=+—8H 549 (30,518) (29,969)

R ERERBA ASEBARERTIE
B 18 49629,084,000/8 7 (= F— A F -
690,866,000 T ) Al 1K 85 K A
F o B H 2R BE B BI AR 2R M SRR - I R
RZEUNBEERRELCHIBEEE-R
BRTBE BEEBEETEEm-
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25. DEFERRED TAXATION (Continued)

The accumulated profits of the PRC subsidiaries would
be subject to additional tax if they are distributed. The
estimated deferred tax liabilities of HK$12,548,000 (20175:
HK$5,070,000) have not been recognised in respect of
the tax that would be payable on the distribution of the
accumulated profits as the Company controls the dividend
policy of these subsidiaries and in the opinion of the directors,
these accumulated profits, at the present time, are retained
for financing the continuing operations of the entities and no
distribution would be made in the foreseeable future.

25. EERIE (&)

7k P BB B & A 2 R AT A KB
MERSMA IR - AN R B2 ) 5% BB B

RAIZIEBER BEERR/ZFTRS

HEAMBAIREFEERISELE

SRAIRBRD K M ERLDIRZSE
R AR B 2 R IEEREFTRLER
T8 8 (512,548,000 0 ( —F —AHF -

5,070,000 ) °

26. PROMISSORY NOTES 26. AHEHE
Debt Deferred
component day-one gain Total
ExBH EEEARE @
HK$'000 HK$'000 HK$'000
THET THT THET
At 1 January 2015 RZE—HE—HF—H 48,144 29,741 77,885
Fair value of promissory notes ERTRLEERNBESRL
issued at the inception date NEE 434,591 - 434,591
Day-one gain of newly issued METELEBRMIEERR
promissory notes at inception BakER Gk
not recognised in profit or loss - 20,409 20,409
Interest charged for the year FRF LT 21,115 - 21,115
Interest payable on promissory SFARMERNTIEZ
notes included in other payables EHEEZHREMNFE (14,400) - (14,400)
Amortisation of deferred BT B
day-one gain - (8,263) (8,263)
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26. PROMISSORY NOTES (Continued) 26. ZARE (#F)
Debt Deferred
component  day-one gain Total
E¥Hs ETHARE @t
HK$'000 HK$'000 HK$’000
TET TET TET
At 31 December 2015 and R-B-EF+-A=+-HK
1 January 2016 “E-x§¥-A-H 489,450 41,887 531,337
Fair value of promissory notes ERTALZERTRAM
issued at the inception date AFE 182,712 - 182,712
Fair value of promissory notes EBRTALERRKERBAR
issued at the date of acquisition of BH 2z ATE (M:E34)
subsidiaries (note 34) 317,425 - 317,425
Day-one gain of newly issued HBIRLEBRTBRRR
promissory notes at inception BREER e KR
not recognised in profit or loss - 17,288 17,288
Interest charged FRF ST (HE5))
for the year (note 5(a)) 71,339 - 71,339
Interest payable on promissory FAEMERNTIEZ
notes included in other payables AAEBREMFE (43,263) = (43,263)
Amortisation of deferred day-one gain EEE B W (FE30))
(note 3(b)) - (23,035) (23,035)
Settlement (note 18(d)) &E (ME18(d) (52,870) (2,884) (55,754)
At 31 December 2016 R-E-x~E+=ZA=1—H 964,793 33,256 998,049
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26. PROMISSORY NOTES (Continued) 26. RHEHE (EF)

2016 2015
—E-RF —ZF-IF
HK$'000 HK$'000
FHET FHET
Analysed as: aRiv-E

Current portion mEE o 563,846 55,000
Non-current portion IERENE 434,203 476,337
998,049 531,337

Promissory Notes A and Promissory Notes B EARBARARZIEB

In prior years, the Group issued several promissory notes
("Promissory Notes A” and “Promissory Notes B”) of
HK$80,000,000 and HK$400,000,000 in aggregate, at 5%
interest rate per annum with 7 years of maturity and at 6%
interest rate per annum with 2 years of maturity from the date
of issue respectively, to several independent third parties.

During the year ended 31 December 2016, interest
expenses on Promissory Notes A and Promissory Notes B of
HK$8,237,000 and HK$32,139,000 (2075: HK$7,650,000
and HK$13,465,000); and amortisation of deferred day-
one gain on Promissory Notes A and Promissory Notes B of
HK$5,049,000 and HK$8,062,000 (2075: HK$5,049,000 and
HK$3,214,000) were recognised in profit or loss respectively.

As Promissory Notes B will mature in April 2017, it is therefore
classified as current.
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RBAFE AEEBEHTHAEH
80,000,0007% 7T % 400,000,000/ 7T 2
SNEAHER ([ALEBAIR[EARLE
BB THEBUE =7 AHERAKR
FRESEHIT RAEBITHEE AL
FRPE - AR ZBBIRF | X6E %
T RABTHHE RN EREE-

REBEEZFTE—A"F+ZA=+—81
FE AHLEBAREARLEZEERBZAE
2 % F18,237,0007% JT &32,139,000
BT (ZZFE—AF 7,650,000 %
13,465,000/& 0 ) A R E & B W 5=
# 54 515,049,000/ JT &8,062,000
BT (ZFE—AF 5,049,000 T K&
3,214,000/ ) E RN IB = IR HERR
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26. PROMISSORY NOTES (Continued)

Promissory Notes C

In December 2015, the Group issued promissory notes of
HK$55,000,000 to an entity, whose controlling shareholder is
the Purchaser, at 4% interest rate per annum with 3 years of
maturity from the date of issue (“Promissory Notes C”). On 30
December 2016, the Purchaser agreed to waive the principal
amount and the associated interest of Promissory Notes C
as part of the Compensation to the Group and therefore
the debt component of HK$52,870,000 and deferred day-
one gain of HK$2,884,000 were de-recognised. Details
are disclosed in note 18(d) to the consolidated financial
statements.

During the year ended 31 December 2016, interest expenses
and amortisation of deferred day-one gain on Promissory
Notes C of HK$2,200,000 (2075: HK$Nil) and HK$1,446,000
(2015: HK$Nil) was recognised in profit or loss respectively.

Promissory Notes D

During the year ended 31 December 2016, the Group
issued promissory notes of HK$200,000,000 in aggregate at
4% interest rate per annum with 2 years of maturity from
the date of issue to a financial institution in Hong Kong
("Promissory Notes D”). Promissory Notes D is guaranteed
by the controlling shareholder of the Company and secured
by the charges over the entire issued share capital in certain
subsidiaries of the Company.

At the issue date, the fair value of Promissory Notes D was
HK$182,712,000 on initial recognition and measured based
on the present value of their expected future cash flows. In
obtaining the present value, a risk-adjusted discount rate of
8.8% per annum was applied as an input. The risk-adjusted
discount rates were estimated by APAC based on the interest
rate of notes issuers with similar credit rating of the Company.
Subsequently, Promissory Notes D was measured at amortised
cost by using an effective interest method until extinguished
on redemption. During the year ended 31 December 2016,
interest expenses on Promissory Notes D of HK$15,806,000
(2015: HK$Nil) was recognised in profit or loss.

26. REEE (EF)

AHEEEC

MZE—-—HE+ - KNEBBET
55,000,000/ 7T 2 # 3 F 4R ([ F A RE
CHTFHEFRERBREZER &K
ERCRFNERIEET PAHETEE
B m=ZFRIH - R —RF+=
A=1+H8 BEFREREELERCZAE
CHELEBAANE EARAAREEEL
HomE-Alt AEBERIEERE
7% 26 52,870,0007 T R IELE & B
2,884,000/ JT © FHIE R 4R & B 75 i 2= MY
FE18(d)#FR -

REBEE_Z—X"F+-_A=+—HLHF
B AR ERCZH BRI RELEE B
FHE D P A2,200,0008 T ( —FE—7A
FFHor ) &1,446,0008 70 (—F—7
FEET) BRIBRRER -

AHEED
REBEZE_ZEZ—~"F+=-_A=+—81
FE - AEBERFNRIERTEHR
200,000,000/ 7T & & W 245 ([& W 2
BD ) FEBS M SHEE NaET
HEf R MM FE R 8 - AN ZEDAAN
NEERBRRBEER WARQFHE
FHBARZIEBEITRAZ B ER
j:Eﬁo

REITHE A A EIBRDR UL HERE 2
NF{EA182,712,000/8 7T ThiR EIEHA
KRB TREREFE-BSLBEBERE
B AFRISE AR ALRR R
EATE R - R AZMIEERTIHREXR
BEEFREARQRMEE ZZEEITA
ZHREMEE B A S EZEDIEA TR
FIE R B HN AT E B2 RN EO R
WERAL REE-_ZT—XR"F+=A
—t+—BLFE - AKLEEDZFERN
% 415,806,000 7T ( = F—AF : TF
oT) BN B IR R
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26. PROMISSORY NOTES (Continued) 26. RHEHE (£F)

Promissory Notes D (Continued)

As the valuation cannot be supported by observable market
data, the day-one gain of newly issued Promissory Notes D
of HK$17,288,000 at the date of inception is not recognised
in profit or loss but is deferred. This deferred day-one gain is
recognised in profit or loss over the life of Promissory Notes D
on a straight-line basis.

During the year ended 31 December 2016, amortisation
of deferred day-one gain on Promissory Notes D of
HK$8,478,000 (2075: HK$NIl) was recognised in profit or loss.

Promissory Notes E and Promissory Notes F

In April 2016, the Group issued two promissory notes
(“Promissory Notes E” and “Promissory Notes F") of
HK$165,240,000 each to the selling shareholders of Next
Concept (the “Selling Shareholders A”) as mentioned in note
34(a) to the consolidated financial statements as part of the
acquisition consideration. Promissory Notes E and Promissory
Notes F were issued at interest rate per annum of 3% and will
mature on 30 April 2017 and 30 April 2018 respectively.

At the issue dates, the fair value of Promissory Notes
E and Promissory Notes F were HK$161,701,000 and
HK$155,724,000 respectively on initial recognition and
measured based on the present value of their expected future
cash flows. In obtaining the present value, risk-adjusted
discount rates ranging from 5.1% to 6.0% per annum were
applied as an input. The risk-adjusted discount rates were
estimated by JLL based on the interest rate of notes issuers
with similar credit rating of the Company. Subsequently,
Promissory Notes E and Promissory Notes F were measured
at amortised cost by using an effective interest method until
extinguished on redemption. As mentioned in note 18(d),
HK$21,850,000 will be deducted from Promissory Notes E
at the maturity. During the year ended 31 December 2016,
interest expenses on Promissory Notes E and Promissory Notes
F of HK$6,056,000 and HK$6,901,000 (2075:HK$Nil and
HK$Nil) were recognised in profit or loss respectively.
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AREED (&)

AR EEEEZATBERMBEHIES
E - R BB 2 33 TR L EBDE
H W 2517,288,000% 7T I £ 1A 18 7= IR 7
R IEEIREERRIE o ILIEE & B e i
HEBDFHALE S EZTERIRER

REBEZTE—R"F+_A=+T—HILHF
B FHEBEDZELEE R WRERIER
8,478,000 (= FE—A%F - F¥) -
BERBERIRER -

AR ERERA R EZIBF
NGRS B S R MY FE34a) Tt - A =
T—RFEMNA RNEBIRFFEIEH
7745165,240,000/% 7T 2 M 10 % 3 F 1K
([EHEERE) R AL ZEEF]) FES
ZERBRR(TERBRRAL) 5 RIER
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A=+RHI8 ERIAPINERE-

KT B A H BIRER AR ZIBFR
AR 2 A FED R A161,701,000
7T M 155,724,000 7T + ThiR A FEHoR
KA REREFEZ -BLHEBRRERE
FRFEERNF51EZ6.0F 2 AKAE
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ER A RIRFER A B R A RO R 5H K
AT E EERE LR EERR A LE - a0
B 7E18(d)Fr 3t © 21,850,000 7T #5 5 £
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PROMISSORY NOTES (Continued)
Promissory Notes E and Promissory Notes F (Continued)

As Promissory Notes E will mature in April 2017, it is therefore
classified as current.

DEFINED CONTRIBUTION PLANS

The group companies in Hong Kong participate in the MPF
scheme which is a defined contribution scheme managed
by independent trustees. The assets of the fund are held
separately from those of the group companies and are
managed by independent professional fund managers. Under
the MPF scheme, each of the companies (the employer)
and its employees make monthly contributions to the MPF
scheme at 5% of the employees’ earnings as defined under
the MPF legislation. The monthly contributions of each of the
employees are subject to a cap of HK$1,500 (20715 cap of
HK$1,500) and thereafter contributions are voluntary.

The employees of the Group's subsidiaries in the PRC are
members of the state-managed retirement benefit scheme
operated by the government of the PRC. These subsidiaries
of the Group are required to contribute certain percentage of
their payroll costs to the retirement benefit scheme to fund
the benefits. The only obligation of the Group with respect
to the retirement benefit scheme is to make the specified
contributions.

Contributions of approximately HK$16,216,000 (2075:
HK$13,707,000) were made during the year ended 31
December 2016.

At 31 December 2016, the Group had no material forfeited
contribution available to reduce its contributions to the
retirement benefit scheme in future years (2075: HK$Nil).

26.

27.

EREE (&)

ARG ERERALREF (4)
MRARERESR - F—tFMAF
B mHERRE -

REMKETE
AEBEETEESZARE2NAEES
&l ZATE TR BLRTEABTE IR
EHRAGTE -ZES2EERAEERS
RNAIZEBEEDFRFBA THBUHEER
CHBEEE - BERESFTE FQF
(BEX)RHEEBERBABLEMNMR
ErEEBEFARBESTEELAER
BEWASh Z2HR -BEREE 2T AMH
K ERA1,50087T (ZF—AF 1,500
Eor) BHcHHRABEERETEE -

AEETEMBARZEE ST EBT
PremBEIRERRKBHMAEZKE -
AEBE 2B RARARRKENEE
BRETEZETAEDL  UIERET
B -ARBBARNERENGE ZHE—
RIERIERIEE MK

REFRBE_E—RE+_A=+—
BIEFEER Z MR A16,216,000%
T (ZEFE—FAF:13707,000/7T) °

R-B-—RF+-_A=1+—H A&H
I 8 B K 208 WA FR A HRUR 2R F /R
ZEKRENEFEIRR (—FE—aF TF
L) e
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28. CONTINGENT CONSIDERATION PAYABLES 28. ESHARE

2016 2015

—E-AEF —T—HF

HK$'000 HK$'000

THERT FET

At beginning of reporting period i e R ) - -

Acquisition of subsidiaries (note 34) IR BE M B~ 7] (B E34) 15,916 -

Fair value change NEEE 743 -

Exchange realignment ME 3 8 B (1,119) -

At end of reporting period REBEBERE 15,540 -
At 31 December 2016, the fair value of the contingent RZEBE—RFE+-_A=+—H ENF=%
consideration payables is determined by APAC by applying AREZAFERTAEE EHER
income approach on the estimated profit from Lepei Group SBMEFRBRE T - \ER_T—tF
for the two years ending 31 December 2018 and 2017 TZA=T—BIEMBEFEE 2GR
and the probability of occurrence of each expected earning R 3% A4 &E 78 BR & 1B 5 2 8 2 pE AR Uk
scenario. The contingent consideration payables are expected NEBRSAREBREER —FRIEE

to be settled over one year and therefore classified as non- HitkpBAERBEE:

current liabilities.
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\\,r,l;};

29. CONVERTIBLE BONDS 29. AT RARES
The movement of liability component at amortised costs of AHMRESFIREHEKA BB E T
the convertible bonds is as follows: N
HK$'000
FHERT
Nominal value of convertible bonds issued ERTABRRKRES CHEHE 620,460
Issue costs apportioned to liability component PREBGEHL D ZEITHR (6,205)
Derivative component at the issue date MRETTH HHZ???EIE%% (1,072)
Equity component at the issue date RETHE 2= (22,079)
Liability components at the issue date RETHHZEBEE S 591,104
Interest charged for the year (Note 5(a)) FREF 2 FE (H5E5@)) 17,505
Interest payable on convertible bonds included T AH M E R IR 2
in other payables AR RS 15 %5 S 7 B (9,351)
Exchange realignment Rz E (108)
Carrying amount as at 31 December 2016 R=ZZ-R"F+=ZA=+—-HZ
W T = 58 599,150
On 9 September 2016, the Company, as issuer, entered into RZZE—ARFNLANB A28 (EhA
a placing agreement with a lead manager, pursuant to which BITA)HEEBELR AL —HEEWH
the Company has conditionally agreed to issue, and the lead FOBRE AR ERKGREET M
manager has conditionally agreed to procure (a) the first EBRLMANEBRHEREREGQER
round investors to subscribe for the initial convertible bonds REERBEHATRKRES $%%E7%
in the principal amount of US$80,000,000 (the “Convertible 80,000,000 7t ([ AR EHI]) ¢
Bonds 1”); and (b) the second round investors to subscribe (b)E — I & E R ﬁﬁgﬁﬂ\ﬂ#ﬁﬂﬂi%'
for, the additional convertible bonds in the principal amount 7K %8 430,000,000% 7T ([ AT AR &5
of US$30,000,000 (the “Convertible Bonds II”), at the initial 1) A (E RS R0.586/8 7T (£t
conversion price of HK$0.586 per share (collectively referred BIZEUTBRRES]) RREERIE
to the “Convertible Bonds”) based on the agreed exchange JLA7. 7558 LA E

rate of US$1 = HK$7.755.
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

29. CONVERTIBLE BONDS (Continued) 2. ATBARESH (&)

On 23 September 2016, the Company completed the issuance
of the Convertible Bonds | of US$80,000,000 to two investors
which is convertible into 1,058,703,070 conversion shares
at maximum. The Convertible Bonds | are secured, interest-
bearing at 5.5% per annum and have a term of 3 years.

The Company shall redeem all the outstanding Convertible
Bonds held by the Convertible Bonds holders (“CB Holder™)
(i) on the maturity date; (ii) by giving written notice to
the Company, the CB Holder may require the Company to
redeem in whole, or in part, such Convertible Bonds for the
time being outstanding on the early redemption date (being
the second anniversary of the issue date of the Convertible
Bonds); or (iii) at any time following the occurrence of a
change of control event, any CB Holder will have the right, at
such CB Holder’s option, to require the Company to redeem
all or any part of that CB Holder’s Convertible Bonds.

The Convertible Bonds are unconditionally and irrevocably
guaranteed by the controlling shareholder of the Company in
favour of the trustee (as defined in the terms and conditions
of the Convertible Bonds) for the due and punctual payment
of all sums expressed to be payable by the Company. Further,
shares of certain subsidiaries of the Company are charged in
favour of the trustee for the benefit of itself and the other
secured parties as continuing security for the payment or
discharge of all moneys, liabilities and obligations at any time
due, owing or payable to the secured parties or any of them
by the Company under or pursuant to the Convertible Bonds,
the transaction documents and the security documents or any
of them, whether present or future, actual or contingent (and
whether incurred solely or jointly and whether as principal or
surety or in some other capacity).
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TR )& 42 B SRR 1 A8 (| 3% AT # i
BHEFAEAZZBHEMMBYZFA
BEFEERZFARESRTE AR
REARITEZZFAIRBRES-

A AR 75 B AR 1 A 2 AOCER A MR
AR HEMAZFEA (EERZEAHR
BB o 2 G S 1) 2R - ERABA
RAIXMZBARBRZ/ER -
BESN RABETHE A FZ ki) e
ATEFAA(RERE REAMARTT Z
M) ERFEERER  URERARRRE
FERBEZRFARRES XH XM RIE
BXHREPEAX A HETRE
MERAR REIENERTREF
EFERALZABERE BEREH
(TR BARHARK  BERIEA TR
BEBERAHREL URTHRIER/REIEA
HREASEMED)



A~ S
7 el 80

5
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

29. CONVERTIBLE BONDS (Continued)

The redemption amount shall be equal to the aggregate
of (a) the aggregate principal amount of such outstanding
Convertible Bonds held by the relevant CB Holder; (b) any
accrued but unpaid interest on such outstanding Convertible
Bonds on the relevant redemption date (other than default
interest); and (c) (if the sum of the amounts referred to in (a)
and (b) falls short of making up an internal rate of return (as
defined in the terms and conditions of the Convertible Bonds)
of 9% on the aggregate principal amount of its Convertible
Bonds calculated from the date of the first closing (as defined
in the terms and conditions of the Convertible Bonds) until
the relevant redemption date) such additional amount
which would make up an internal rate of return of 9% on
the aggregate principal amount of the Convertible Bonds
calculated from the date of the first closing until the relevant
redemption date.

The Convertible Bonds will constitute direct, senior,
unsubordinated, unconditional and secured obligations of the
Company and will at all times rank pari passu and without any
preference or priority among themselves.

The shares to be allotted and issued upon conversion of the
Convertible Bonds will be duly and validly issued as fully-paid
and free from any encumbrance and will rank at least pari
passu with all other shares then in issue.

The fair values of the liability and derivative components
were estimated by the directors with reference to valuation
carried out by APAC. Subsequent to the initial recognition,
the liability component is carried at amortised costs using the
effective interest method and the derivative component is
carried at fair value.

Details of the Convertible Bonds are set out in the Company’s
announcements dated 9 September 2016 and 23 September
2016.

29. IR ES (E)

BEBEMESRATEEZEM: ()8
A RBESRHAAMBRITEZZS
MR ERZ RSB (D)RTTEZZ
FAMBEESNERED B2 ERR
SERMAE CEORMBERIN) - () (1A
(@bt &Rz M T RASTARE
BER(ERRZFABRBES 2GR R
R EZENERESANSRBEE
REBLEBH(EERZEARRESRZ
GREGE) EEEHEERAHLSE
FI9%)LAMABREZFRRRES
AeEBEERBLAHEE=REE
Bl B HIEB 9% FINKRIA -

RZENBMBEESHBRARRZERE
B SRR BRMFRBEAES &
e ERABEREEZEAERSMA I
EERKERZD -

TR 5% S A R AR (5 75 R B i 2 % B
TZBRHBERBRMETILEHE T
s EREREE 20 KBEMEEM
EREEITRNEARSMAL-

BERITETAND ZAFEHERS
FREEAXPTETZHEBEE R L HER
& BEHBSRAERN R EREHK
B - HTET A AR R FHESIR -

ZENBRRESFBIRNARTEHA
TE-RNFENANABREZE—XRENA
—t+t=H2ZRAM-
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Year ended 31 December 2016 #Z - F—NF+_-A=+—HIFE

30. SHARE CAPITAL 30. A
2016 2015
ZB-1F —2-1%
No. of shares No. of shares
RA#A O
‘000 HK$'000 ‘000 HK$'000
T TEL Tk TEL
Authorised: EE:
At beginning of reporting period and REEBIREERERRA
at end of reporting period
Ordinary shares of HK$0.001 each FREB.00BL L@ 5,000,000,000 5,000,000  5,000,000,000 5,000,000
Issued and fully paid: BETRAR:
At beginning of reporting period REEHY
Ordinary shares of HK$0.001 each BREE.001E T ERR 8,136,390 8,136 723,639 724
Issue of bonus shares BTk - - 6,512,751 6,512
Issue of new shares SR - - 900,000 900
Issue of new shares (note (a)) BATHBR G (@) 500,000 500 - -
Issue of new shares on acquisition of RYERB AR
subsidiaries (note (b)) # e () 1,512,000 1,512 - -
At end of reporting period REEHERA
Ordinary shares of HK$0.001 each SREBENET ERR 10,148,390 10,148 8,136,390 8,136
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Year ended 31 December 2016 #Z - ZF—NF+_-HA=+—HIFE

30. SHARE CAPITAL (Continued)

Notes:

(a)

On 4 February 2016, the Company allotted and issued an aggregate
of 500,000,000 shares at a placing price of HK$0.42 per share to an
independent third party for cash. Net proceeds of HK$204,668,000
received and approximately HK$121,020,000 was used for investment in
securities, approximately HK$66,248,000 was used for general working
capital for the Group and approximately HK$17,400,000 was used for
repayment of loans. The closing market price of the Company's shares as
at the issue date was HK$0.485 per share.

On 7 April 2016, the Company allotted and issued an aggregate of
1,512,000,000 consideration shares as part of the consideration in
acquiring 51% equity interests in Next Concept. Details of the acquisition
are set out in note 34(a) to the consolidated financial statements. The
fair value of the shares issued at the date of completion of acquisition
is approximately HK$665,732,000 of which HK$1,512,000 was credited
to the share capital and the remaining balance of approximately
HK$664,220,000 was credited to the share premium account.

All new shares issued during the year rank pari passu in all respects with the

existing shares.

31. SHARE OPTIONS

(@) Share option scheme

A share option scheme was approved by shareholders on
6 August 2007 which will remain in force for a period of
10 years commencing on 6 August 2007.

Under the share option scheme, the Company may grant
to directors and employees of the Group and any other
persons who, in the sole discretion of the Board, have
contributed or will contribute to the Group. The options
will expire either after 10 years from the date of grant
or upon the termination or the issuance of termination
notice of the relevant grantee’s employment with the
Company. The maximum number of shares to be issued
upon exercise of all outstanding options granted and yet
to be exercised under the share option scheme and any
other share option scheme of the Company must not in
aggregate exceed 30% of the total number of shares in
issue from time to time.

30. BRAK (&

31.

GEE

RZT—XRNE-_ANB - ARRINEREE
FRO4A2B TR — BB E =R RE
774 #£500,000,000/% A& 1 * AR HUIR & ©
B W FT 15 3118 7% 58 /2204,668,00078 7T
#9121,020,0008 TE ARKEZFSF 4
66,248,000 TE AEAEE Y —REEE
& M#)17,400,0008 T E AREEER - &K
ARIRG N EITH B2 W E A ER0.4857

JT°

(a)

ZE-REWNALH AARD BB &
4 #£1,512,000,00008 X B AR (5 - 1E 2 WIS
B %B AR RO RE - WEHE
AR A B R M 7E34(a) - ERITRID R
W BE 5E Rk B #1222 F (B %) 4665,732,00078
7T H 1,512,000 T E AT ARA - MEREEL
664,220,000,%755aJr/\foﬁ/ﬁEmEo

S
7
#

FRETZAEHRBRONETHERBEBRNHZAR
FhEm e

B E

(a) HEME S
BRI BN - 2T F\ANE
EREAE B -TBEFNARN
AR B 105 -

RIBZBEAE S AR A RAE
BEELEENRETSZEDB
RABBREHIEEHAKEFELER
ZAERIE M A 5% AR - BB AR
BN B R B BE1I0F RN
FEE R B AR AR R AR A B
AR ZEMEEFREE W AR
ERE RS 8 R AR BRI A
PrrERt IR B M RITERZ A %
TTHSINE R EITER T 2D
BELER AAITSBBIHEE
TR 8 230% °
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31. SHARE OPTIONS (Continued)

(a) Share option scheme (Continued)

The total number of shares which may be issued upon
exercise of all options to be granted under the share
option scheme and any other share option scheme of
the Company must not in aggregate exceed 10% of the
shares in issue at the date of the passing of the relevant
ordinary resolution. If any option is to be granted to
connected person(s), it must be approved by independent
non-executive directors or independent shareholders as
the case may be.

The maximum number of shares in respect of which
share options may be granted to a specifically identified
single grantee under the share option scheme (including
exercised, cancelled and outstanding options) in any
12-month period shall not exceed 1% of the total
number of shares in issue.

Under the share option scheme, the options granted may
be accepted by a participant within 14 days from the
date of such offer. A consideration of HK$1 is payable on
acceptance of the offer of grant of an option. Options
may be exercised at any time no later than 10 years
from the date of grant. The subscription price for shares
payable on exercise of share options granted under the
share option scheme shall be a price determined by the
directors, but shall in any event not be less than the
highest of (i) the closing price of the shares as stated in
the Stock Exchange’s daily quotations sheet on the date
of the offer of grant, which must be a trading day; (ii)
the average closing price of the shares as stated in the
Stock Exchange’s daily quotations sheets for the five
trading days immediately preceding the date of the offer
of grant; and (iii) the nominal value of share.
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31. BR#E (£2)

(a)

BT E (F)

PR R R IR &) R AR RMEfE
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

31. SHARE OPTIONS (Continued) 31. B # (&)
(b) Movement in share options granted: (b) EREBERE22S:
The following table discloses movements of the TERBEERBEZE-_Z—RFR=ZE
Company’s share options held by directors and —AF+ZA=t+—HLEFEHAE
employees of the Group during the years ended 31 EEEEREERBZIERRAER
December 2016 and 2015: ol
2016: —E-RE:
Closing
price of
the Company's
shares quoted
on the Stock
Exchange
Outstanding Outstanding  immediately
at Granted Exercised Forfeited at before
Name of category of Exercise 1 January during during during 31 December the date
participant Date of grant” price 2016 the year the year the year 2016 of grant
KRR
RZB-R% R=B-X% RBERE
-B-H +ZA=t-B RHAEBRA
SREBNLR BHag G MARTE EREH ERTE ERRK MATE  FRZUHE
HKS HKS
B BT
Directors in aggregate 30 March 2015 0.247 152,363,900 - - - 152,363,900 0.245
EE 5y ZZ-RF-A=1H
14 July 2016 0.520 - 80,000,000 - - 80,000,000 0.530
ZZ-RFtATHEA
Employees in aggregate 30 March 2015 0.247 551,275,150 - - (108,863,900) 442,411,250 0.245
EE 8 ZZ-nF-A=1H
14 July 2016 0.520 - 515,800,000 - (7,000,0000 508,800,000 0.530
ZZ-RFtATHEA
6 Decernber 2016 0.493 - 50,000,000 - - 50,000,000 0.495
ZZ-RETZARA
703,639,050 645,800,000 - (115,863,900 1,233,575,150
Weighted average exercise price 1 F/T6(E (B7T)
(HKS) 0.247 0.518 - 0.263 0.387
During the year, 115,863,900 share options were 7/ 115,863,900/ BB E A AR &=
forfeited upon the resignation of certain employees of AETREEBRETEBILW
the Group.
During the year ended 31 December 2015, 20,000,000 REZE-_FT—hAF+=-_A=+—8H
share options were forfeited upon the resignation of a IEF & - 20,000,00017 B A% #8 1A AN
director of the Group. SE—BEFEHTRELK
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31. SHARE OPTIONS (Continued) 31. B #E (&)
(b) Movement in share options granted: (Continued) (b) ERHBRE-SS: (&)
2015: —T-AF:

Closing

price of

the Company's

shares quoted

on the Stock

Exchange

Outstanding Outstanding immediately

at Granted Exercised Forfeited at before

Name of category of Exercise 1 January during during during 31 December the date

participant Date of grant® price 2015 the year the year the year 2015 of grant

NG

R-Z-1% RZZ-1% REERL

-A-H TZA=T-H AHEHERZM

SREEFER RiAH (x5 HA{TE ERFH ERTE FMRNR WA AEZUTE

HKS HKS

AL B

Directors in aggregate 30 March 2015 0.247 - 172,363,900 - (20,000,000) 152,363,900 0.245
EEOi ZZ-RE-A=1H

Employees in aggregate 30 March 2015 0.247 - 551,275,150 - - 551,275,150 0.245
ER&: ZZ-RE-A=1H

- 723,639,050 - (20,000,000 703,639,050
Weighted average exercise price  MIEFI/T6E (B7)
(HKS) - 0.247 - 0.247 0.247
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31. SHARE OPTIONS (Continued) 31. B (&)
(b) Movement in share option scheme: (Continued) (b) BRESE 2B : (£)

o The options granted vested as follows: o EREZERBZTLIAES:

Date of grant BEBEH

30 March 2015 50% of the share options granted will —ZE—hF BFETEEBEEER
vest on the second anniversary of the =A=+H % BRLEREZ
date of grant, subject to the satisfaction 50% 8 B H
of the certain specific conditions; ZEZRFARE:
and the remaining 50% of the share BFETEEBEEER
options granted will vest on the third % BERHBRIER
anniversary of the date of grant, subject #R50% 18 R i B
to the satisfaction of the certain specific HrE=RAFARR
conditions

14 July 2016 50% of the share options granted will —E—RF BFETEEGEER
vest on the second anniversary of the +tA+mA % BEREBRIEZ
date of grant, subject to the satisfaction 50% 8 B H
of the certain specific conditions; ZEZRFARE:
and the remaining 50% of the share BFETEEBEEER
options granted will vest on the third % BERHBRIER
anniversary of the date of grant, subject #R50% 18 R i B
to the satisfaction of the certain specific HrE=RAFARR
conditions

16 December 2016 50% of the share options granted will —ET—X BFETEEBEEER
vest on the second anniversary of the +ZA+RBE % BEELDEREZ

date of grant, subject to the satisfaction
of the certain specific conditions;
and the remaining 50% of the share
options granted will vest on the third
anniversary of the date of grant, subject
to the satisfaction of the certain specific
conditions

No share options vested during the reporting period
(2015: Nil).

50% 8 B H
ZEZBRFARE;
BFETEEGEER
% BEHBRER
#R50% 18 R i B
HrE=-RAFARE

RBEHARETANERESRE
(—ZE—HF HF)-
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

31. SHARE OPTIONS (Continued)

(c) Fair value of share options and assumptions

The fair value of the share options granted is measured
at the date of grant, using the binomial option pricing
model, taking into account the terms and conditions
of the share-based arrangement except for non-market
vesting conditions. The fair value calculated is inherently
subjective and uncertain due to the assumptions made
and the limitations of the model used. The inputs into

31. BR#E (£2)

(c)

BREQAFERRBR

ERHBRE A FEDEZEIA
B dn 7 20 2 B 2 1R R 61 (3F
5 5R B R IFRR SN 18 - A TR
EEEEELNRLEBERNFAE-RH
REAERTER ZAERRK LR
RAGFEEXZRS etz
FEASZBIBRTEE FEHE

the model are as follows: AFFAZBABBNT
The closing
price of
the Company's
Weighted  shares quoted
average fair  on the Stock
value at  Exchange at Risk-free Expected Expected
Grant date grant date grant date  Exercise price  interest rate volatility ~ Expected life  dividend yield
ERARS
R B H
REHAHZ EBRR
R BH METHATE FEZUTE BRBAE RERE BRATEHS BERE=E
HKS per share  HKS per share  HK$ per share
BRAL BHAT
30 March 2015 0.134 0.247 1.450% 66% 10 years N/A
—Z-R%=A=tH 105 TER
14 July 2016 0.205 0.520 0.925% 44% 10 years N/A
ZE-RELATEA 106 TER
6 December 2016 0.185 0.490 1.438% 39% 10 years N/A
“E-AETZARA 10F TER

The expected volatility was determined by using the
historical volatility of the Company’s share price over
the last one year of share option granted. The variables
and assumptions used in computing the fair value of the
share options are based on the directors’ best estimate.

During the year, the fair value of equity-settled share-
based payment in respect share option scheme of
HK$52,192,000 (2015: HK$29,344,000) was recognised

in profit or loss.
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

32. CASH USED IN OPERATIONS

32. REFTABE S

2016 2015
—E-REF —E-RF
HK$000 HK$'000
THERT F#E T
Profit before taxation B At A1 A 253,134 67,960
Amortisation expenses BEIH R 2 17,061 -
Amortisation of deferred day-one gain PRI E B UGS (23,035) (8,263)
Allowance for write down of inventories  #i 17 & # & 2,740 -
Bargain purchase of an associate HEBE —HEBEQA - (8,740)
Changes in fair value of financial assets RIEFIREZ A FERE 2
at fair value through profit or loss MEEZANFEE (264,436) 77,666
Changes in fair value of contingent ERNFARE R TEED
consideration payables 743 -
Depreciation expenses TEMX 12,210 9,002
Equity-settled share-based payments BmEE ARN 2 2 5E 62,615 31,950
Exchange gain, net b X % % EE (1,606) (2,735)
Finance charges on obligations under MEHEEHK 2 HEER
finance leases 19 5
Impairment loss on available-for-sale AHHEMBEE 2 REEE
financial assets 41,114 -
Increase (Decrease) in allowance for B 5 e W R R IR B
doubtful debts on trade receivables o Om ) 797 (953)
(Decrease) Increase in allowance for H b JE U FRIE R OIR B
doubtful debts on other receivables Rk A>) 12 hn (450) 761
Interest income from financial institutions 3 B B % ## 2 7 80k A (3,104) (2,967)
Interest on convertible bonds AR ES T E 17,505 -
Interest on promissory notes AHEERANE 71,339 21,115
Interest on interest-bearing borrowings s+ B EE R &8 20,822 16,612
Loss on disposal of property, HEMHE - -WER&E2EE
plant and equipment 134 490
Loss on disposal of available-for-sale HEFMHEENBEE 2 BB
financial assets 414 -
Long-term employee benefits BB EFRE 2 KHEERT
in respect of profit guarantee 19,060 7,910
Share of results of associates IR ERNA 2 EE (18,960) (48,059)
Changes in working capital: EEEEE:
Financial assets at fair value RERKREAFEREZ
through profit or loss WIEEE (515,633) (540,015)
Inventories T8 (18,288) 21,888
Trade and other receivables B 5 &E M ERFRIA (17,003) (89,888)
Trade and other payables B 5 KEMEMNFKIEA (13,068) 18,303
Loan receivables I B 3% (31,679) 82,551
Cash used in operations BREFMARS (387,555) (345,407)
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Year ended 31 December 2016 #Z —Z

33. MARGIN FACILITIES

—NEFTZH=F—HIFE

As at 31 December 2016, margin facilities of
HK$337,631,000 (2075: HK$494,768,000) from regulated
securities brokers were granted to the Group under which
financial assets at fair value through profit or loss of
HK$1,437,445,000 (2015: HK$1,172,929,000) and certain
available-for-sale financial assets of HK$110,106,000
(2015: HK$110,106,000) were treated as collateral for the
facilities granted. The Group utilised part of these facilities
amounting to HK$36,041,000 as at 31 December 2016 (2075:
HK$350,000,000).

34. ACQUISITION OF SUBSIDIARIES

(a) Acquisition of 51% equity interests in Next Concept
Group (the “Next Concept Group Acquisition”)

On 31 March 2016,
shareholders of Next Concept (the “Selling Shareholders

the Group and the selling

A") entered in to a sale and purchase agreement
(the “Next Concept S&P”), pursuant to which the
Group has conditionally agreed to acquire and the
Selling Shareholders A have conditionally agreed to
sell 51% equity interests in Next Concept by issuing
1,512,000,000 ordinary shares of the Company at
HK$0.51 per share with a lock-up period of 1.06 to 2.06
years from the date of issue and promissory notes of
HK$330,480,000 at the interest rate of 3% per annum
to the Selling Shareholders A. The fair values of the
consideration shares and promissory notes issued were
determined by JLL.

After the completion of transaction on 7 April 2016, the
Group held 51% equity interests in Next Concept and
Next Concept became an indirect non-wholly owned
subsidiary of the Group.
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33.

34.

FRME
R_E—RF+_A=+—H8B %
HREBFLBLEMAEBRARLFE®
%337,631,0008 L (=F —AF:
494,768,000/ ) - B it - RiEm IR 1%
NERE 2B BEE,437,445,000%
T (—FE—FAF:1,172,929,000%7T) &
ATRAIHEEMEEET10,106,000% 7T
(ZZF—FF :110,106,000/% yz)%&"ﬁ?%
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34. WEEKMIE AT (&)
(a) WEEESEE>51%MK AL

34. ACQUISITION OF SUBSIDIARIES (Continued)

(a) Acquisition of 51% equity interests in Next Concept

Group (the “Next Concept Group Acquisition®)
(Continued)

Next Concept Group is principally engaged in providing
one-stop solution, including but not limited to marketing
research, software design, IT solution and strategic
business consultation and development, to companies in
the commodities industry. The directors of the Company
considered that the Next Concept Group Acquisition
would strengthen the software development of the
Group and diversify the Group’s business into one-stop
solution provider in the commodities industry.

As part and parcel of the transactions contemplated
under the Next Concept S&P, the Selling Shareholders
A have jointly and severally, unconditionally and
irrevocably guaranteed to compensate the Group, not
more than HK$440,640,000 and HK$660,960,000 for
the year ended 31 December 2016 and year ending 31
December 2017 respectively, if the profit after taxation
of Next Concept Group is less than HK$144,000,000 and
HK$216,000,000 respectively (the “Next Concept Profit
Guarantee”). In the opinion of the directors, this profit
guarantee is for the exchange of control for the Next
Concept Group and therefore considered as contingent
considention receivables and measured at fair value at
the date of acquisition by JLL.

The compensation shall be deducted from the promissory
notes issued together with the relevant interest; and any
remaining balance will be settled in cash. Contingent
consideration receivables were resulted under this
arrangement.

Details of the Next Concept Group Acquisition are set out
in the Company’s announcement dated 31 March 2016.

(TE=KEWBEE]) (&)

SHEEXZERERAAMTRZA
ARE-UABRIREY B
BRI M5 R T - JFRE
BB SR DT 5 KR RE R A5 =
K% -ARBEZRR ETEE
WEEEARE N EESFRE
BARBEXBTHIEMRITEZ —
U BRTT R ER

EAREBESEERREBET IR
S5— 50 ERBEALR KE R
Hh A {5 1 b K2 AT AT HEH R AR -
MESERMBE-_Z— X FR=Z
—tF+ZA=t+—HLEFEZR
1% m A 5 5Bl 2 17144,000,000%8
7T }%.216,000,00058 7T - B9 Bl A1 2%
% [F B B 1 % 72440,640,0007% 7T
660,960,000/ 7T (3 208 Fl (R
F) - EERE WHEMREFNA
BMRESEEZEHEMSR B
WAR BIEW S ARE Wik fh =5
TEEZWEARAFEHNE-

FEBENEETALRBERMA
B BRIk M #REE S AR
CREBEREBLBZHEEEELERERK
PARAE -

ESRERBESEHRZFRHRAR
ARMA—T-—ARE=A=1—H
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34. ACQUISITION OF SUBSIDIARIES (Continued)

(a)

(b)

Acquisition of 51% equity interests in Next Concept
Group (the “Next Concept Group Acquisition®)
(Continued)

The profit after tax of Next Concept Group for the year
ended 31 December 2016 exceeded HK$144,000,000, as
a result, Next Concept Group had met the Next Concept
Profit Guarantee for the year.

At end of reporting period, the fair value of contingent
consideration receivables was HK$452,000 which was
measured on the same basis at the date of acquisition
and no fair value change was recognised in profit or loss.

Acquisition of 75% equity interests in Lepei Group
(the “Lepei Group Acquisition”)

On 15 April 2016, the Group and the selling shareholders
of Lepei (the “Selling Shareholders B”) entered into an
investment agreement (the “Investment Agreement”)
in relation to the acquisition of 75% equity interests
in Lepei by the Group, pursuant to which (i) the Group
agreed to purchase and the Selling Shareholders B
agreed to sell, 67.5% equity interests in Lepei, at
a consideration of RMB&,000,000 (equivalent to
approximately HK$9,586,000); and (ii) the Group
agreed to contribute RMB5,000,000 (equivalent to
approximately HK$5,991,000) to Lepei, out of which
RMB300,000 (equivalent to approximately HK$359,000)
were attributed to the increase in the registered capital
of Lepei and the remaining RMB4,700,000 (equivalent
to approximately HK$5,632,000) were attributed to
the capital reserve of Lepei. After the completion of
transaction on 27 April 2016, the Group held 75%
equity interests in Lepei and Lepei became an indirect
non-wholly owned subsidiary of the Group.
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(a)

(b)

34. KB B AR (££)
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34. WEBEKMIE AT (&)
(b) B 4417, 5 75 % e A R 2% ([ 44 0R

34. ACQUISITION OF SUBSIDIARIES (Continued)
(b) Acquisition of 75% equity interests in Lepei Group

(the “Lepei Group Acquisition”) (Continued)

Lepei Group is principally engaged in the research and
development, design and manufacturing of optical
transmission network equipment and software products
for GPON and EPON communication and has years of
experience in the research and development of GPON/
EPON products. The directors of the Company considered
that the Lepei Group Acquisition would strengthen the
software development of the Group and diversify the
Group’s business into the research and development of
GPON/EPON products.

As part and parcel of the transactions contemplated
under the Investment Agreement, in addition to the
cash consideration of RMB8,000,000 (equivalent to
approximately HK$9,586,000), the Group entered into a
profit guarantee agreement with the Selling Shareholders
B, pursuant to which the Group shall pay cash up to the
value of RMB4,898,000 (equivalent to approximately
HK$5,718,000) and RMB9,477,000 (equivalent to
approximately HK$11,064,000) for the years ending 31
December 2017 and 2018 respectively, to the Selling
Shareholders B if the profits after taxation of Lepei Group
for the year ended 31 December 2016, years ending
31 December 2017 and 2018 reached RMB4,500,000
(equivalent to approximately HK$5,346,000),
RMB5,850,000 (equivalent to approximately
HK$6,950,000) and RMB7,605,000 (equivalent to
approximately HK$9,036,000) respectively (the “Lepei
Profit Guarantee”). In the opinion of the directors, this
profit guarantee is for the exchange of control for the
Lepei Group and therefore considered as contingent
consideration payables and measured at fair value at the
date of acquisition by APAC.

SEWBEE]) (&)
LMEEBFERERFE BT RE
#E GPON K EPON:E {5 1B B 1Y) e (5
BRRRERBRHER BEYE
BJGPON/EPONZE i B B2 48 B o AR 12
RZEERA LMEBKESE
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7% I 8 | GPON/EPONEE /& it 2% -

ERBRERERRRET IR S —
o BRI\ EMREARNES 000,000
7t (#H % 1 499,586,0005% 7T ) 4
AREFHD HBERRBET Y — 7 a
RE W= %mt'ﬁﬁﬁﬁm%@ﬁz:
T—RF- —+tFEZF—N
EJF_H:JF*EILtiEZIZﬁMé
& T 9 Bl 2 B A R %4,500,0007T
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5,850,000t (48 % 1 496,950,000
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34. ACQUISITION OF SUBSIDIARIES (Continued)
(b) Acquisition of 75% equity interests in Lepei Group

(the “Lepei Group Acquisition”) (Continued)

If Lepei Group is not able to meet Lepei Profit
Guarantee, the Selling Shareholders B have jointly and
severally, unconditionally and irrevocably guaranteed
to compensate the Group, from deducting not more
than RMB5,608,000 (equivalent to approximately
HK$6,663,000), RMB7,290,000 (equivalent to
approximately HK$8,661,000) and RMB9,477,000
(equivalent to approximately HK$11,260,000) for
the year ended 31 December 2016, years ending 31
December 2017 and 2018 respectively if the profits after
taxation of Lepei Group for the year ended 31 December
2016, years ending 31 December 2017 and 2018 do not
reach the guarantee level. The additional consideration or
compensation shall be settled in cash.

The profit after tax of Lepei Group for the year ended 31
December 2016 exceeded RMB4,500,000 (equivalent to
approximately HK$5,346,000), as a result, Lepei Group
had met the Lepei Profit Guarantee for the year.

At end of reporting period, the fair value of contingent
consideration payables is HK$15,540,000 which is re-
measured on the same basis at the date of acquisition
and a fair value loss of HK$743,000 was recognised in
profit or loss.
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34. KB B AR (££)

(b)
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34. ACQUISITION OF SUBSIDIARIES (Continued) 34. BB A A (42)

(c) The following summarises the consideration paid and the () TREMRBFWEAHEN 2K
identifiable assets acquired and liabilities assumed, as B FTU i v R & B R P AE A
well as the amount of non-controlling interest recognised HABENRTERIEERER 2
at the respective date of acquisition: DR

Next
Concept
Group Lepei Group
Acquisition Acquisition Total
WiE =1 WiEE1E Mt
HK$'000 HK$’000 HK$'000
THERT THET FERT
Initial consideration NHERE
Paid in cash B XM - 9,586 9,586
Paid by issuance of FRBEITRERGD ZT4
consideration shares4 665,732 - 665,732
Paid by issuance of promissory BB ITE A
notes (note 26) S (KsE26) 317,425 - 317,425
Capital contribution” HE" - 5,991 5,991
983,157 15,577 998,734
Contingent consideration (W) ERHAKE
(receivables) payables (452) 15,916 15,464
Total consideration HwRE 982,705 31,493 1,014,198
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34. ACQUISITION OF SUBSIDIARIES (Continued)
(c) (Continued)

34. KB B AR (££)
()0 (#&)

Next
Concept
Group Lepei Group
Acquisition Acquisition Total
WiE =R WigEE et
HK$'000 HK$’000 HK$000
FTERT TERT FHET
Recognised amounts of FFRBITRIEER
identifiable assets acquired FiRETRINERBZ
and liabilities assumed: ERASHE:
Property, plant and equipment  ¥1% - 5B K&

(note 11) (HfEE11) 2,209 144 2,353
Intangible assets (note 12) mEEE (M:E12) 127,664 - 127,664
Inventories 58 - 307 307
Trade and other receivables” 5 N H b g Y IEA 54,073 8,925 62,998
Bank balances and cash RITHEFERE® 29,522 1,223 30,745
Tax payable JEAT B 18 (11,806) - (11,806)
Trade and other payables B NEMENFE (11,942) (2,930) (14,872)
Deferred tax liabilities (note 25) iEIEFRIE & & (MizF25) (31,916) = (31,916)
Total identifiable net assets A MBI FEELAE 157,804 7,669 165,473
Non-controlling interests* FERER (77,324) (1,917) (79,241)
Goodwill arising BEBRELEZEE

on acquisition (note 13) (FfF5E13) 902,225 25,741 927,966

982,705 31,493 1,014,198
Net cash inflow (outflow) WEMBLAR 2B S

on acquisition of A R FE

subsidiaries”

Consideration paid in cash BENRERE - (9,586) (9,586)
Bank balances and NS
cash acquired from RITEFEERES

the subsidiaries 29,522 1,223 30,745

29,522 (8,363) 21,159

Acquisition-related costs 17 % 48 B8 A A 484 63 547
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34. ACQUISITION OF SUBSIDIARIES (Continued)
(c) (Continued)

A The fair value of the consideration shares was determined by JLL.

The fair value of trade and other receivables at the date of
acquisition amounted to HK$62,998,000. The gross contractual
amounts of those trade and other receivables acquired amounted
to HK$62,998,000 at the date of acquisition, of which no balance
is expected to be uncollectible. The capital contribution was also
included in other receivables of Lepei Group and as there is no cash
flow effect to the Group, the capital contribution is excluded from
the calculation of net cash flows on acquisition of subsidiaries.

# The non-controlling interests are measured at the non-controlling
interests’ proportionate share of fair value of the identifiable net
assets of Next Concept Group and Lepei Group.

(d) The goodwill is attributable to the economies of scale

expected to arise after the Group's acquisitions. These
benefits are not recognised separately from goodwill
because they do not meet the recognition criteria for
identifiable intangible assets. None of the goodwill
recognised is expected to be deductible for income tax
purposes.

Acquisition-related costs have been excluded from the
consideration transferred and have been recognised
as “general and administrative expenses” in the
consolidated statement of comprehensive income.

Included in the revenue for the year ended 31
December 2016 are approximately HK$308,567,000 and
HK$23,937,000 attributable to the additional business
generated by Next Concept Group and Lepei Group
respectively. Profit before tax for the year includes profit
of approximately HK$106,100,000 and HK$10,191,000
contributed by Next Concept Group and Lepei Group
respectively.

34. WEBH B AR (&

(%)
L RERGZATEREEBITESE

N B RHMEYGREREERHZ AT
1 462,998,0008 T - Z SR EE S
REMEURFERNKEBBRZANES
#8/62,998,000/8 7T * & I E A AR TE
BRI E o HE IRt A MR 2 &
fhEURTE  MAEREHAEE RS
MEWELE WAEWENBARZ
BeMFERDHMBR LA -

’ FEER R R IR R N S R M
KMEEEERTRNFEEAFEZL
BIFTE -

(d) BEREAEKBERERBEERRE

HEELZRERENE &SN
@ AN A A BB BB E T
RIFE WG EBEHFRAER - B
R ZEE T ARG
i

WREHEB R AL EAT AMEZE A
B HERNGE2EWRARKER
BI—BRRITBAX] -

REEZZE-—R"F+A=+—
HEFEZWZFR BHESEE
MEMEBESE ZBEINEFG
&9 B #) 5308,567,000/% Tt &
23,937,000/% 7T o F A BR i A0 &=
FERBRESERREMERS R
BB 2% A 49106,100,0007% 7T &
10,191,000/ 7T °
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34. ACQUISITION OF SUBSIDIARIES (Continued) 3. WIEMIB AR (£)

(d) (Continued) d) (#&)
If the business combination effected during the fﬁﬁéiWE?ﬁZ%ﬁ%é\ﬁEﬁ(\\i?ﬂ
year had been taken place at the beginning of the EIT AESEEREMER RS
year, the revenue contributed to the Group by Next 'Rz e H"“E'J?Ei'r359 895,000

Concept Group and Lepei Group would have been
HK$359,895,000 and HK$26,000,000 respectively,
and the profit before tax contributed to the Group by
Next Concept Group and Lepei Group combined with
the results from Next Concept Group and Lepei Group
would have been HK$164,001,000 and HK$10,795,000
respectively. The revenue and profit before tax of
the Group would have been HK$1,256,971,000 and
HK$311,639,000 respectively. This pro-forma information
is for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the

7 7T %.26,000,00058 7T M i#E 2 &
EREmMEB AREBER KRB
AT e ) ERL o e SR B e AL SR ] 2 2
LEABHE D B A164,001,00078 7T I
10,795,000/ 7T o AN & @ 2 Wz &
Fr 35 A A1 9 51 € %31,256,971,000
7T M311,639,000/8 7T - th s & &
FHE MR B A% WA — & R B
KWEEER =T — ﬁi—ﬂ—ﬁ%
ﬁ}z LK’%I,%L EE 2 W

Group that actually would have been achieved had the
acquisitions been completed on 1 January 2016.

35. ACQUISITION OF NON-CONTROLLING 35. WEKMB AR 2 FERESR

INTERESTS OF SUBSIDIARIES WITHOUT A ( 3 428 o504 42 1 )
CHANGE IN CONTROL
FSCE CNEOP
Acquisition Acquisition Total
BENMER HERERE
WiE =R WiEER et
HK$'000 HK$°000 HK$°000
TET FET FHET
(Note a) (Note b)
(My=Ea) (FzEb )
Consideration paid in cash ENRENRE 63,022 16,753 79,775
Acquisition of additional equity WERK B AR Z
interests in subsidiaries REINIR AR HE = (50,994) (7,359) (58,353)
Difference recognised in Rira R R ERF K
consolidated statement of MR ER
changes in equity 12,028 9,394 21,422
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35. ACQUISITION OF NON-CONTROLLING
INTERESTS OF A SUBSIDIARY WITHOUT A
CHANGE IN CONTROL (Continued)

(a)

(b)

Acquisition of 17% equity interests in FSCE (the
"FSCE Acquisition”)

As at 31 December 2015, the Group held 83% equity
interests in FSCE. The Group has further acquired the
remaining 17% equity interests in FSCE from a related
company which is incorporated in the PRC with limited
liability and is owned as to 90% by the controlling
shareholder of the Company, at a cash consideration
of RMB52,372,200 (equivalent to approximately
HK$63,022,000).

The FSCE Acquisition was completed in April 2016 and
FSCE then became an indirect wholly-owned subsidiary of
the Company.

Details of the acquisition of 17% equity interests in FSCE
are set out in the Company’s announcements dated 6
November 2015 and 13 January 2016 and circular dated
26 November 2015.

Acquisition of 10% equity interests in CNEOP (the
“CNEOP Acquisition”)

As at 31 December 2015, the Group held 51% equity
interests in CNEOP. The Group has further acquired
10% equity interests in CNEOP from a related company
which is incorporated in the PRC with limited liability at
a cash consideration of RMB15,000,000 (equivalent to
approximately HK$16,753,000). The CNEOP Acquisition
was completed in December 2016.

35. KEBM B AR 2 FEERES

(Mg = HIRE) (&)

(a)

(b)

WEBEEMEZ17T%RAER
(TEENIZWEBEE])
W-ZE—hRFE+-_A=+—H0 &
EEFEEEINFREI%R AL -
AEEBER—EBEEQA (EAR
FEREFEMEZ2ERETAR B
AARERBREEBI0%ERD)E
—H B EEIIRE BT %R AHE
@ HEeRERARMS2,372,200
7T (M7 4963,022,0005 7T ) o

BEIRBEBEHRER T —AF
AR MEEIRKEKREKRS
ARBzHEZ2ENBAF -

WHE B ZEINRIT %R AR 2 515
HRARRBEHPA-_T—HF+—
ARBEZZ-—R"F-A+=RHZ
R ARBHR T -—RF+—
AZt+tRBZzBEHK-

WEFRXBEREZ10% B A ERE
(MPrERFWEEERE])
W-_ZE—RFE+_A=+—H0 K&
EEFERRERES1%R AR
moAEEER—HBEQR (HA
RAEEEMKZZERETAA)
E—FREP K ERIF10%IR AR
@ HENREAARM5000,000
7T (A5 R 416,753,000 7T ) ° #
HERFERBEEHEER S —AF
+= A=

ANNUAL REPORT 2016 3 219



Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

36. CONTINGENT PAYMENTS UNDER PROFIT
GUARANTEE ARRANGEMENTS

(a) Profit guarantee in relation to financial results of

CNEOP

In August 2015, the Group completed the acquisition
of 51% equity interests in CNEOP. As part and parcel of
the acquisitions, Holly Good and a selling shareholder
of CNEOP (the “Selling Shareholder C") entered into
a profit guarantee agreement, pursuant to which the
Company shall issue and allot its shares up to the value
of HK$29,060,000, which could be settled in cash at the
discretion of the Company and pay up to HK$8,290,000
in cash to the Selling Shareholder C if the profits after tax
of CNEOP for the six months ended 31 December 2015,
the year ended 31 December 2016 and year ending
31 December 2017 reach RMB6,000,000 (equivalent
to approximately HK$7,457,000), RMB15,600,000
(equivalent to approximately HK$19,388,000)
and RMB22,400,000 (equivalent to approximately
HK$27,839,000) respectively (the “"CNEOP Profit
Guarantee”). In the opinion of the directors, the nature
of the CNEOP Profit Guarantee is to remunerate the
Selling Shareholder C for future services. The shares and/
or cash to be issued/paid are therefore accounted for as

other long-term employee benefit.

The profit after tax of CNEOP for the year ended 31
December 2016 exceeded RMB15,600,000 (equivalent
to approximately HK$19,388,000) and as a result, the
CENOP Profit Guarantee for the year was met and an
amount of HK$18,870,000 (2015: HK$7,862,000) was
recognised as long-term employee benefits in profit or

loss.
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36. mARBELH T Z2RARKIE

(a) AFAPAENRUBEREZER
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36. CONTINGENT PAYMENTS UNDER PROFIT 36. BARBLZHET 2RARIE
GUARANTEE ARRANGEMENTS (Continued) (&)

(b) FRABRENMRUBEREZEF

(b) Profit guarantee in relation to financial results of

Hexicom

In September 2015, the Group completed the acquisition
of 70% equity interests in Hexicom. As part and parcel of
the acquisitions, Red Square and the selling shareholders
of Hexicom (the “Selling Shareholders D") entered
into a profit guarantee agreement, pursuant to which
the Company shall allot and issue up to 79,648,445
consideration shares and pay cash up to the value of
HK$458,667 to the Selling Shareholders D if the profits
after tax of Hexicom for the years ended 31 December
2015 and 2016 and the year ending 31 December 2017
reach RMB10,000,000 (equivalent to approximately
HK$12,428,000), RMB15,000,000 (equivalent to
approximately HK$18,642,000) and RMB22,500,000
(equivalent to approximately HK$27,963,000) respectively
(the "Hexicom Profit Guarantee”). In the opinion of the
directors, the nature of the Hexicom Profit Guarantee
is to remunerate the Selling Shareholders D for future
services. The consideration shares to be issued and
cash to be paid are therefore accounted for as share-
based payment and other long-term employee benefit
respectively.

The profit after tax of Hexicom for the year ended 31
December 2016 exceeded RMB15,000,000 (equivalent to
approximately HK$18,642,000), as a result, the Hexicom
Profit Guarantee for the year was met and amounts of
HK$190,000 (2015: HK$48,000) and HK$10,423,000
(2015: HK$2,606,000) were recognised as long-term
employee benefits and share-based payment in profit or
loss respectively.

RE

RZE—RAFNLA AEEBZTK
WESRBERBRT0%R A -
ERWRE —3o A BHEHEE
BERBEzERBRR ([ERERR
DIFETM—maMRFERZE &
- WEREERREEBEE - -1
F ZE-—REFERZTE—LtF
T AZT—BUEFEZBRBEZ
& 9 Bl B A R #10,000,000
T (HERH12,428,0008
7T) - AR ¥15,000,0007T (48
SR #18,642,0008 L) & A
R #22,500,0005C (HERY
27,963,000 L) - Al A2 A %
MERBRRDEERETHS
79,648,445 R EBR D KX EE
& =458,6678 LB e ([BEE
BEHMRE]) - E2RR BE
BB &R AR B 2 M A 5 R 2R AR
A& AR IR R DR SR - #3172
RERGOEEZN 2B EMARK
HIYE LARR A & - 2 5/ I8 e H b = B
EERF -

BEEREHZE_ZE—XF+=
A=+ —BLEFEZBRMEZF
#Bi@ A R #15,000,0007 (MEER
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36. CONTINGENT PAYMENTS UNDER PROFIT
GUARANTEE ARRANGEMENTS (Continued)

(c) Profit guarantee in relation to financial results of

Wealth-Depot

In October 2015, the Group completed the acquisition
of 51% equity interests in Wealth-Depot. As part
and parcel of the acquisitions, King Billion and the
selling shareholders of Wealth-Depot (the “Selling
Shareholders E”) entered into a profit guarantee
agreement, pursuant to which the Company will allot
and issue up to 65,079,365 consideration shares to
the Selling Shareholders E if the profits after tax of
Wealth-Depot for the years ended 31 December 2015
and 2016 and the year ending 31 December 2017
reach RMB12,000,000 (equivalent to approximately
HK$14,914,000), RMB16,800,000 (equivalent to
approximately HK$20,879,000) and RMB23,500,000
(equivalent to approximately HK$29,206,000) respectively
(the “Wealth-Depot Profit Guarantee”). In the opinion
of the directors, the nature of the Wealth-Depot Profit
Guarantee is to remunerate the Selling Shareholders E for
future services. The consideration shares to be issued are

therefore accounted for as share-based payment.

The profit after tax of Wealth-Depot for the year ended
31 December 2016 did not reach RMB16,800,000
(equivalent to approximately HK$20,879,000). As a
result, the Wealth-Depot Profit Guarantee for the year
was not met. After taking into consideration of the
probabilities of fulfilling the conditions specified in the
Wealth-Depot Profit Guarantee, no share-based payment
was recognised during the years ended 31 December

2016 and 2015.
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36. CONTINGENT PAYMENTS UNDER PROFIT
GUARANTEE ARRANGEMENTS (Continued)

(d) Profit guarantee in relation to financial results of

(e)

Next Concept Group

As mentioned in note 34(a), the profit after tax of Next
Concept Group for the year ended 31 December 2016
exceeded HK$144,000,000, as a result, Next Concept
Group had met the Next Concept Profit Guarantee and
recognised as contingent consideration receivables.
Details of the profit guarantee and contingent
consideration receivables also set out in note 34(a) to the
consolidated financial statements.

Profit guarantee in relation to financial results of
Lepei Group

As mentioned in note 34(b), the profit after tax of
Lepei Group for the year ended 31 December 2016
exceeded RMB4,500,000 (equivalent to approximately
HK$5,346,000), as a result, Lepei Group had met the
Lepei Profit Guarantee and recognised as contingent
consideration payable and no compensation would be
received from the Selling Shareholders B. Details of the
profit guarantee and contingent consideration payables
also set out in note 34(b) to the consolidated financial
statements.

36. BARBLZHET 2RARIE
(&)
(d) EEESEENBEREZRFRSE

(e)

AN FE34@) T E S EEHE
—ET-RXF+AZt+—HLEE
2 B B 1% ' ) B 38144,000,000/%8
7T At ESEBE B EKE SR T
RF UHABKIARE - E@E
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RER G B 75 TR 2R M 5E34(a) ©
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37. COMMITMENTS

Commitments under operating leases

The Group leases a number of properties under operating
leases, which typically run for an initial period of 1-3 years.
None of these leases includes contingent rentals. At end
of reporting period, the Group had future lease payments

37. &iE
EHEERE

AREBN—RNF/P—E=F &KL
HEERZEME-FEAEELTEHE
FAEE NIBEHERD AEERT
AEEEERE 2 KRR ENREZIA

under non-cancellable operating leases, which are payable as THEHZA:
follows:

2016 2015
—E-RF —ZT-IF
HK$'000 HK$'000
FEx FE T
Within one year —F R 11,712 8,701
In the second to third years inclusive F_EF=F (BIEEEMT) 2,911 6,526
14,623 15,227
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38. CONTINUING CONNECTED TRANSACTIONS . HEHAEXZIRBEALRS

AND RELATED PARTY TRANSACTIONS

In addition to information disclosed elsewhere in the

BREAMBBRREMBO AREZEHR
S REBRFANETZIERBEAL

consolidated financial statements, the Group had the

following significant related party transactions during the RHMT:
year:
2016 2015
ZB-AEF —T-hF
Related party relationship Nature of transaction HK$'000 HK$°000
BE A LR XHEME THET THETT
Key management personnel, Salaries and other allowances
i.e. the directors Fra M A )EEL 3,086 3,479
ZEEBAB (ES) Contributions to defined
contribution plans
SE KA EIE R 54 79
Equity-settled share-based
payment
RREE RN XN 2 KA 12,846 6,354
Total compensation
HERE 15,986 9,912
Related company”/ Operating lease expenses
Non-controlling interests CEHERS
BEAR" FEER RS 3,726 2,770
A subsidiary of non-controlling interests ~ Sub-contracting fee expenses
kR Z BT DBEEMX - 11,836
Related company” Sale of loT products
BE N A" 5 Y B 4 EE - 2,361
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38.

39.

CONTINUING CONNECTED TRANSACTIONS
AND RELATED PARTY TRANSACTIONS
(Continued)

The related party transactions in respect of operating lease
expenses and sale of loT products above also constituted
continuing connected transactions as defined in Chapter 14A
of the Listing Rules.

The related company controlled by the controlling shareholders.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments are available-for-
sale financial assets, pledged bank deposits, bank balances
and cash, interest-bearing borrowings, promissory notes
and convertible bonds. The main purpose of these financial
instruments is to raise and maintain finance for the Group’s
operations. The Group has various other financial instruments
such as financial assets at fair value through profit or loss,
loan receivables, trade and other receivables and trade and
other payables, which arise directly from its business activities.

The main risks arising from the Group's financial instruments
are equity price risk, credit risk, liquidity risk, interest rate
risk and foreign currency risk. The directors generally adopts
conservative strategies on its risk management and limits the
Group’s exposure to these risks to a minimum. The directors
review and agree policies for managing each of these risks,
which are summarised below.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)

Equity price risk

The Group is exposed to equity price risk arising from trading
of listed securities included in financial assets at fair value
through profit or loss and certain available-for-sale financial
assets. The sensitivity analysis has been determined based on
the exposure to equity price risk.

At the end of the reporting period, if the quoted stock
prices had been 7% (2015: 14%) higher or lower while all
other variables were held constant, the Group’s net profit
would increase or decrease by HK$100,622,000 (2075:
increase or decrease by HK$164,210,000) and other equity
reserves would increase or decrease by HK$7,707,000
(2015: HK$15,415,000) as a result of changes in fair value
of investments. The Group’s sensitivity to equity price has
decreased significantly during the year mainly due to less
volatile price fluctuation.

The sensitivity analysis has been determined assuming that
the reasonably possible changes in the stock prices or other
relevant risk variables had occurred at the end of the reporting
period and had been applied to the exposure to equity
price risk in existence at that date. It is also assumed that
the fair values of the Group's investments would change in
accordance with the historical correlation with the relevant
stock market index or the relevant risk variables, and that all
other variables remain constant. The stated changes represent
management’s assessment of reasonably possible changes in
the relevant stock market index or the relevant risk variables
over the period until the end of the next annual reporting
period. The analysis is performed on the same basis for 2015.

In the opinion of the management, the sensitivity analysis is
unrepresentative of the inherent equity price risk because the
exposure at the end of each reporting period does not reflect
the exposure during the year.

30. IS EREEEERBE (£)

PR 1B /2 B
AEEEHZRERRKREEES AR
BRREATEREBLUBEERET
AR EVHEE LWES - BEE
DM TIRBEAEE 2 RERREE

R EHERB - MERMBRRKRE LA
RTBKT% (ZFE—AF:14%) 1
FTEEMEBHETE 2 ERT RERQ
T E B B G < AN 5 B 4R35 0 gl
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B2 HREEENFRE BB
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES 30. I EREERERBE (£)

AND POLICIES (Continued)
Credit risk

The credit risk of the Group is primarily attributable to trade
and other receivables, loan receivables, pledged bank deposits
and bank balances.

In respect of trade and other receivables, in order to minimise
the credit risk, the management has a credit policy in place
and the exposures to these credit risks are monitored on an
ongoing basis. Credit evaluations of its customers’ financial
position and condition are performed on each and every
major customer periodically. These evaluations focus on the
customer’s past history of making payments when due and
current ability to pay, and take into account information
specific to the customer as well as pertaining to the economic
environment in which the customer operates.

The Group's exposure to credit risk is influenced mainly by
the individual characteristics of each customer rather than
the industry or country in which the customers operate and
therefore significant concentrations of credit risk primarily
arise when the Group has significant exposure to individual
customers. At the end the of reporting period, 20% (2075
(represented): 24%) and 51% (2015 (represented): 71%)
of the trade receivables were due from the Group’s largest
customer and the five largest customers respectively
within the loT solution business segment and 5% (2075
(represented): 12%) and 20% (2015 (represented). 28%)
of the trade receivables were due from the Group’s largest
customer and the five largest customers respectively within
the HMID business segment.

Due to the change in segment information as mentioned
in note 4 to the consolidated financial statements, the
comparative credit risk information for the year ended 31
December 2015 has been represented to conform with the
presentation adopted in the current year.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
Credit risk (Continued)

In respect of loan receivables, the Group has adopted
procedures in extending credit terms to loan borrowers and in
monitoring its credit risk. The credit policy on extending credit
terms to loan borrowers includes assessing and evaluating
loan borrowers’ creditworthiness and financial standing.
Management also closely monitors all outstanding debts and
reviews the collectability of other receivables periodically.
At the end of the reporting period, 92% (2075: 100%)
and 100% (2015: 100%) of the total loan receivables were
due from the Group’s largest borrower and the two largest
borrowers (2015: largest borrower) respectively within the
unallocated segment.

The Group has limited credit risk with its money deposited in
financial institutions and brokers, who are with high credit
ratings and assessed as having low credit risk. The Group has
not had any significant loss arising from non-performance by
these parties in the past and management does not expect so
in the future.

The maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the consolidated
financial statements.

30. IS EREEEERBE (£)
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)
Liquidity risk
Liquidity risk refers to the risk in which the Group is unable
to meet its short-terms obligations. Liquidity risk is minimal
and is managed by matching the payments and receipts
cycles. The Group's operations are financed mainly through its
business activities.

The maturity profile of the Group’s non-derivative financial
liabilities at the end of the reporting period, based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates at the end of the reporting period) are
summarised below:

39.

MEEBEEREREEK (&)

REBETER

mEERREMEAREENETERH

EEzRAB -RHESRBRMTRIE"
T9E B A B R i LA B 38

AEEEETERBEBRTDHRME

2N
iz

RBEHERD RAHRMBRRER
E(BRIBAONER (WEFH) R
RN BERERB 2N RFEZFER
BB AEEZFTEMBABZE
BRI T

]]H

Total

On demand contractual
or within undiscounted  Total carrying
1 year 2 to 5 years Over 5 years cash flows amount

RERY Lk T
—FR —ZRE IFNE BERELE IREARE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TAT FAT FTAET TET

At 31 December 2016 RIB-XKF
+=A=+-H
Trade and other payables B 5 REMERNTIE 270,253 - - 270,253 270,253
Interest-bearing borrowings TEEE 41,784 449 - 42,233 41,982
Convertible bonds ARkES 24,769 761,788 - 786,557 599,150
Promissory notes ESIES 588,044 467,197 - 1,055,241 998,049
924,850 1,229,434 - 2,154,284 1,909,434
At 31 December 2015 RZZ-—hF
ate=F =siaelH]

Trade and other payables B 5 REMERHE 265,098 - - 265,098 265,098
Interest-bearing borrowings AEREE 374,603 613 375,216 374,601
Promissory notes AR ER 73,363 504,000 21,000 598,363 531,337
713,064 504,613 21,000 1,238,677 1,171,036
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
Interest rate risk

The management believes that the Group's fair value interest
rate risk is minimal and no sensitivity analysis is performed.

The Group is exposed to cash flow interest rate risk in
relation to bank balances and variable-rate interest-bearing
borrowings (see note 24(a)). The exposure to cash flow
interest rate risk is mainly concentrated on the fluctuation
of the prevailing interest rate of the People’s Bank of China
(2015: HSBC'’s HK$ best lending rate) arising from the Group's
bank borrowings (2015: margin loan). The Group currently
does not have a formal interest rate hedging policy. However,
the management monitors the interest rate exposure on an
ongoing basis and will consider hedging the interest rate risk
should the need arise.

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to interest rates for the variable-rate interest-
bearing borrowings at the end of the reporting period. The
analysis is prepared assuming the liability outstanding at
the end of the reporting period was outstanding for the
whole year. A 50 basis point increase or decrease in interest
rates is used when reporting interest rate risk internally to
management’s assessment of the reasonably possible change
in interest rates over the period until the end of the next
annual reporting period.

If interest rates had been 50 basis points (2075: 50 basis
points) higher/lower and all other variables were held
constant, the Group's profit for the year would decrease/
increase by approximately HK$27,000 (2015: HK$1,869,000).

In the opinion of the management, the sensitivity analysis is
unrepresentative of the inherent interest rate risk because the
exposure at the end of each reporting period does not reflect
the exposure during the year.

30. IS EREEEERBE (£)
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES 30. I EREERERBE (£)

AND POLICIES (Continued)
Currency risk

Substantially all of the Group’s sales and operating costs are
denominated in the functional currency of the group entity
making the sales or incurring the costs. Accordingly, the
management considers that the currency risk is not significant.
The Group currently does not have a formal currency hedging
policy in relation to currency risk. However, the management
monitors the currency risk exposure on an ongoing basis and
will consider hedging the currency risk should the need arise.

Capital management

The objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern
and to provide returns for shareholders. The Group manages
its capital structure and makes adjustments, including
payment of dividend to shareholders, return capital to
shareholders or issue new shares or sell assets to reduce
debts. No changes were made in the objectives, policies or
processes during the years ended 31 December 2016 and
2015.
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

39. FINANCIAL RISK MANAGEMENT OBJECTIVES 30. IBEREEBRERBEEK (&)
AND POLICIES (Continued)
Capital management (Continued) EXER (&)
The Group monitors capital on the basis of debt-to-equity REBERBEHER AL X (LEBF
ratio, which is net debt divided by total equity. The debt-to- BRAREAEETSE) ERER - NS
equity ratios at end of reporting period were as follows: HERB 2 EBERALENT
2016 2015
—E—XE —E—RF
HK$'000 HK$'000
THER FHET
Convertible bonds MR ES 599,150 -
Interest-bearing borrowings FEBE 41,982 374,601
Promissory notes EHER 998,049 531,337
Total debt B 4858 1,639,181 905,938
Less: Pledged bank deposits B BERRITER (2,954) (3,848)
Less: Bank balances and cash i IRITEF MRS (439,726) (228,247)
Net debt [ELe X 1,196,501 673,843
Total equity ikt 42 (E 3,433,492 2,264,310
Debt-to-equity ratio BB AR AR bE &X 34.85% 29.76%

ANNUAL REPORT 2016 F# 233



Notes to the Consolidated Financial Statements

RE M ®RRME

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

40. FAIR VALUE MEASUREMENTS

The following presents the assets and liabilities measured
at fair value or required to disclose their fair value in these
consolidated financial statements on a recurring basis at 31
December 2016 and 2015 across the three levels of the fair
value hierarchy defined in HKFRS 13, fair Value Measurement,
with the fair value measurement categorised in its entirety
based on the lowest level of input that is significant to that
fair value measurement. The levels of inputs are defined as
follows:

. Level 1 (highest level): quoted prices (unadjusted) in
active markets for identical financial assets or liabilities
that the Group can access at the measurement date;

e Level 2: input other than quoted prices included within
Level 1 that are observable for the asset or liability, either
directly or indirectly;

. Level 3 (lowest level): unobservable inputs for the asset
or liability.
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

40. FAIR VALUE MEASUREMENTS (Continued)

a) Assets (liabilities) measured at fair value a)

40. A EEFE (&)
BRAVEHEZEE (BF)

31 December

2016 Level 1 Level 2 Level 3
—E-RF
+=A=t+-H & Bl — FRI= FA=
HK$'000 HK$'000 HK$'000 HK$'000
TER TEx TET TER
Assets (liabilities) RAVEFERZ
measured at fair value EE(BF)
Available-for-sale AHEENBEE
financial assets
— Listed equity securities - LHRAES 110,106 110,106 - -
Financial assets at RERRERATFEREEZ
fair value through HBEE
profit or loss
— Listed equity securities - ERAES 1,437,445 1,437,445 = =
- Equity-linked notes -REHAFE 677,200 - 677,200 -
— Wealth management -HEERER
product, unlisted L 412,428 - - 412,428
Contingent consideration W ANXE
receivables 452 - - 452
Contingent consideration ERHANKE
payables (15,540) - - (15,540)
2,622,091 1,547,551 677,200 397,340
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

40. FAIR VALUE MEASUREMENTS (Continued)

a) Assets (liabilities) measured at fair value (Continued)

40. A EEFE (&)
a) BAVEHBZEE(8H)

(#&)
31 December
2015 Level 1 Level 2 Level 3
—T-h%F
+=-A=+-H Hal— HA= HA=
HK$'000 HK$'000 HK$'000 HK$'000
AT BT THET AT
Assets measured BRAVEFAECEE
at fair value
Available-for-sale AHEENBERE
financial assets
- Listed equity securities -t TRAES 110,106 110,106 - -
~ Wealth management -HMEEEEM
products 83,559 - 83,559 -
Financial assets at RERIREATERE L
fair value through HEEE
profit or loss
- Listed equity securities -t TRAES 1,172,929 1,172,929 - -
- Equity-linked notes -REHBRE 475,123 - 475,123 -
- Derivative contract ~TETEAN 59,706 - 59,706 -
1,901,423 1,283,035 618,388 -

During the years ended 31 December 2016 and 2015,
there was no transfer between Level 1 and Level 2 fair

value measurements and no transfer into and out of

Level 3 fair value measurement.
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Notes to the Consolidated Financial Statements

40. FAIR VALUE MEASUREMENTS (Continued)

a) Assets (liabilities) measured at fair value (Continued)

The details of the movements of the recurring fair value

measurements categorised as Level 3 of the fair value

hierarchy are as follows:

Movements in Level 3 fair value measurements

AR R M

40. A EEFE (&)

a) BRAOVEFEZEE (ARF)

(%)
SR
ARIEIE ol

AFEHERA=2 2

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

AR TFEEBR= 2 @R
ST -

2016 ZE-AF
Financial
assets at fair Contingent Contingent
value through consideration consideration
profit or loss receivable payables Total
REBRIR
BEAVERE i e
ZHBEE HAKE HAKE @t
Unlisted wealth
management
Description it product
LW
HEEEEM
HK$'000 HK$'000 HK$'000 HK$’000
TER TER TER TER
At beginning of RSB
reporting period - - - -
Initial recognition NTER 405,418 - - 405,418
At completion date of U TR A
acquisition - 452 (15,916) (15,464)
Gains or losses recognised in - RIBZEIRER 2
profit or loss W sk 18 7,092 - (743) 6,349
Exchange realignment I (82) - 1,119 1,037
At end of reporting REBEHLERB
period 412,428 452 (15,540) 397,340

The above gains or losses are reported as “changes

in fair value of financial assets at fair value through

profit or loss/contingent consideration payables” in the

consolidated statement of comprehensive income.

EalmsBEER S 2B AR
ZAEWA [N EBERKREAFERE
B MBEE/ ENRXARBZA

FEED] -
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

40. FAIR VALUE MEASUREMENTS (Continued)

a)

Assets (liabilities) measured at fair value (Continued)

Description of the valuation techniques and inputs used
in Level 3 fair value measurement

The Group recognises the fair value of those purchase
considerations receivables and payables for acquisitions,
as of their respective acquisition dates as part of the
consideration transferred in exchange for the acquired
businesses. These fair value measurements require,
among other things, significant estimation of post-
acquisition performance of the acquired businesses
and discount rates. These calculations use cash flow
projections for post-acquisition performance and the
probability of occurrence of each expected earnings
scenarios.

The unlisted wealth management products investment
portfolio mainly comprise investment in debentures,
bank debentures, bank savings, corporate bonds, listed
securities and other investments in the PRC with high
credit rating (the “Investment”) and the fair value of the
Investment is reported by the banks and an external fund
manager.

Valuation processes of the Group

The Group reviews estimation of fair value of the
unlisted wealth management products and contingent
consideration receivable/payables which are categorised
into Level 3 of the fair value hierarchy. Reports with
estimation of fair value are prepared by the banks
and an external fund manager on a monthly basis and
independent valuers on a semi-annually basis. Discussion
of the valuation process and results with those charged
with governance is held twice a year, to coincide with the
reporting dates.
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Notes to the Consolidated Financial Statements

AR R M

Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFE

40. FAIR VALUE MEASUREMENTS (Continued)

b) Assets and liabilities with fair value disclosure, but
not measured at fair value

Except for certain available-for-sale financial assets for
which fair values cannot be measured reliably, all other
financial assets and liabilities including loan receivables,
trade and other receivables, trade and other payables
and interest-bearing borrowings are carried at amounts
not materially different from their fair values as at 31
December 2016 and 2015.

41. EVENTS AFTER THE REPORTING PERIOD

Other than disclosed elsewhere in these consolidated financial
statements, a summary of events transacted after the end of
reporting period is set out below:

(a) Memorandum of understanding (“MOU") in relation
to a proposed acquisition

On 9 May 2016, the Company entered into a non-
legally binding MOU with Advanced Investment Holdings
Limited* (the “Vendor”), a company incorporated in the
PRC with limited liability which is owned as to 90% by
the controlling shareholder of the Company, in relation
to a proposed acquisition of approximately 30% equity
interests in Fujian Start Group Company Limited*, a
company incorporated in the PRC and the shares of
which are listed on the Shanghai Stock Exchange in the
PRC.

As at the date of these consolidated financial statements,
the Company is still in negotiation with the Vendor
and the details of the transaction have not been fixed
and materialised. Details of the MOU are set out in the
Company's announcement dated 9 May 2016.

* The official name is in Chinese and the English name is translated

for identification purpose only
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RE M ®RRME

Year ended 31 December 2016 #ZE — =&

—NELT A=+ —HIFE

41. EVENTS AFTER THE REPORTING PERIOD
(Continued)

(b) Placing of HK$300,000,000 unlisted bonds

(c)

On 20 January 2017, the Company entered into a placing
agreement with Head & Shoulders Securities Limited
in relation to a placing of 4 years, 5 years and 7 years
6% unlisted bonds in an aggregate principal amount of
HK$300,000,000. Details of the transaction are set out in
the Company’s announcement dated 20 January 2017.

As at the date of these consolidated financial statements,
HK$8,000,000 of unlisted bonds has been placed to
certain independent third parties.

Voluntary conditional cash offer

On 13 February 2017, Luck Success Development Limited
(the “Offeror”),
of the Company, proposed to the board of directors of

an indirectly wholly-owned subsidiary

Enterprise Development Holdings Limited (“EDHL") that
the Offeror will make a voluntary conditional cash offer
to acquire all of the issued shares of EDHL (other than
those already owned by Offeror and parties acting in
concert with it). Details of the transaction are set out in
the Company’s announcement dated 13 February 2017,
the Offeror’s circular dated 24 March 2017 and the
Company's circular dated 27 March 2017.
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Notes to the Consolidated Financial Statements

42. STATEMENT OF FINANCIAL POSITION OF THE

Year ended 31 December 2016

AR R M

HBE2—_T—NNFF+_A=+—HIFEF

42. QT B AR R &

COMPANY
2016 2015
—E—XEF T —RF
Note HK$’000 HK$'000
B 7 FH T FATT
Non-current assets HRBEE
Interests in subsidiaries R EB AT Z R 3,903,525 2,515,615
Current assets RBEE
Due from subsidiaries JE UL B /8 A R 3R TE 758,425 -
Other receivables H W 5008 19,669 20,377
Bank balances and cash RITHEGFENMRS 19,325 17,750
797,419 38,127
Current liabilities RBad
Other payables Hofth JE [ 5K IB 62,633 21,109
Promissory notes L EIE 563,846 -
626,479 21,109
Net current assets RBEEFE 170,940 17,018
Total assets less current EEHEBERABAE
liabilities 4,074,465 2,532,633
Non-current liabilities FEREBEE
Promissory notes g 434,203 476,337
Convertible bonds AR ES 599,150 -
1,033,353 476,337
NET ASSETS EEFE 3,041,112 2,056,296
Equity and reserves % X {15
Share capital & A 10,148 8,136
Reserves i 42(a) 3,030,964 2,048,160
TOTAL EQUITY REHAE 3,041,112 2,056,296
Approved and authorised for issue by the board of directors KANLNTATIREREFERN_E
on 28 March 2017 and signed on its behalf by —tF=ZAZTN\BESHERK
e T 8%
Yang Xiaoying Choi Chi Fai
B £ %)
Director Director
o o
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Year ended 31 December 2016 #Z - F—NF+_-HA=+—HIFZE

42. STATEMENT OF FINANCIAL POSITION OF THE 42. AP E B BARRE (&)
COMPANY (Continued)
(a) Reserves (a) fEfE
Convertible
Capital bonds Share
Share  redemption Capital  Contributed equity option Retained
premium reserve reserve reserve reserve reserve profits Total
EAEE TRRES
RHRE L ERfE EON-T EifiE  BRERR REER @it
HKS'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
TR T TR T TiEn TiEx T ThR
A1 January 2015 R-F-55-A-H 1,649,267 1173 149 16,692 - - 85460 1,757,084
Loss for the year and total EREBRENZEFELE
comprehensive loss for the year - - - - - - (15,976) (15,976)
Transaction with owners: REFAETZRS:
Contributions and distributions HERAE
~Issue of bonus shares & (6,512) - - - - - - (6,512)
- Issue of new shares, net of expenses h(BARER) 281,614 - - - - - - 281,614
- Equity-settled share-based payments EENRAZN 5B - - - - - 31950 - 31,950
Total transaction with owners 275,102 - - - - 31,950 - 307,052
At 31 December 2015 and
1 January 2016 1,924,369 11713 4,492 16,692 = 31,950 69,484 2,048,160
Profit for the year and total FREARENZEENEE
comprehensive profit for the year - - - - - - 29722 29,122
Transaction with owners: REFAETZRS:
Contributions and distributions HERSF
- Issue of new shares, net of expenses  —E/TH R (EMBER) 204,168 - - - - - - 204,168
- Issue of new shares on acquisition of  ~RWEHBAABLTHR
subsidiaries 664,220 - - - - - - 664,220
- Recognition of equity component of  ~BZ AR EHF 2 BRI
convertible bonds - - - - 2,019 - - 2,079
- Equity-settled share-based payments — —Em£ENRAHTT23E - - - = = 67,155 = 67,155
- Share options forfeited during the year —% 7,341 2 BBt & - - - - - (4,540) = (4,540)
Total transaction with owners REFARGTZR4E 868,388 - - - 2,019 62,615 - 953,082
At 31 December 2016 RZB-AE+=A=t-H 2,792,151 1173 4,492 16,692 2,019 94,565 99,206 3,030,964
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Financial Summary

BB B =

AT RECRMEIERBR AR ([ARF]) &

liabilities of Rentian Technology Holdings Limited (the “Company”) HIE AR (5 [ REE J B BAEAFZET
and its subsidiaries (together the “Group”) for the past five years. BEENUREENRBEHRE-
RESULTS £
2016 2015 2014 2013 2012
“E-NE —T—1F C"E-MNFE —T-=F —T-—_F
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
TR THAL THL TAT TAT
Revenue Woas 1,203,580 904,096 525,517 13,234 2,189
Cost of sales HEMRK (739,321) (550,404) (158,827) - -
Gross profit EF 464,259 353,692 366,690 13,234 2,189
Other revenue H i W 25 - - - 23,051 21,301
Other income Hith A 40,154 23,650 7,426 1,765 1,849
Selling and distribution HERDHRAX
expenses (68,414) (79,319) (29,917) - -
General and administrative — M RITERAX
expenses (314,305) (171,415) (38,531) (19,365) (15,845)
Other operating expenses EgEmx - (49) (444) - -
Changes in fair value of REREEATE
financial assets at fair value ~ RE s HBEEZ
though profit or loss NTEEE 264,436 (77,666) 611,528 93,623 (34,716)
Changes in fair value of a —BRERIRE
financial liability at fair ANTEREZ
value though profit or loss UBaEL
AT EED - - - (194,912) -
Changes in fair value of ERSANREZ
contingent consideration NTEES
payables (743) - - - -
Gain on disposal of HEME AR 2 W=
subsidiaries ) - - 5 - -
Loss on disposal of available- & ] {1 & 81 75
for-sale financial assets BEZEBE (414) - - - -
Loss on disposal of debt HEBEBREZEE
investment . - - - (26,840) -
Impairment loss of available- — AIEHEHKEE 2
for-sale financial assets REEBE (41,114) - (12,536) - -
Impairment loss on assets HEEBHEEL
held by a disposal group AEEE - - - - (16,937)
Finance costs BB AR (109,685) (37,732) (9,177) (853) -
Share of results of [ElE—BE AR/
an associate/associates BENR G 18,960 48,059 (10,051) 2,308 282
Gain on bargain purchase e i) =N
on acquisition of mEBEE NS
an associate - 8,740 - - -
Profit (Loss) before taxation B E¢ATEF (E518) 253,134 67,960 884,993 (107,989) (41,877)
Taxation HIE (22,120) (6,956) (196) - -
Profit (Loss) after taxation BRiiieaM (B1R) 231,014 61,004 884,797 (107,989) (41,877)
Profit (Loss) attributable to: T B/ EF (&)
Owners of the Company AREEBA 154,446 38,258 881,837 (107,989) (41,877)
Non-controlling interests R 76,568 22,746 2,960 - -
231,014 61,004 884,797 (107,989) (41,877)
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Financial Summary

BB B E

ASSETS AND LIABILITIES EEREE
2016 2015 2014 2013 2012
ZE-Rf —Z—HF —E-NFE —T-—=F —ZT——-F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERx FET FEL FAT FET
Non-current assets ERBEE 1,848,292 920,767 427,949 152,592 424,622
Current assets MENEE 3,588,320 2,547,185 1,892,184 839,834 534,112
Current liabilities mEaf (923,276) (723,856) (340,660) (7,563) (7,627)
Net current assets MENBEFE 2,665,044 1,823,329 1,551,524 832,271 526,485

Total assets less BELERRDHAR

current liabilities 4,513,336 2,744,096 1,979,473 984,863 951,107
Non-current liabilities FRBEE (1,079,844) (479,786) (80,752) (60,000) -
Net assets BEFE 3,433,492 2,264,310 1,898,721 924,863 951,107
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