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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Daging Dairy Holdings Limited (the “Company”) (together with its
subsidiaries, the “Group”), | hereby present to you the annual results
for the year ended 31 December 2017.

At the request of the Company, trading in the shares of the
Company (the “Share(s)”) has been suspended since 22 March 2012
due to the resignation of Deloitte Touche Tohmatsu, the predecessor
auditors of the Company (the “Predecessor Auditors”).

On 26 May 2016, The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) issued a letter to the Company stating that the
Company was placed in the third delisting stage. The third delisting
stage will expire on 6 December 2016. The Company should provide
a viable resumption proposal at least 10 business days before the
third delisting stage expires (i.e. 21 November 2016) to:

1) demonstrate sufficient operations of assets under rule 13.24 of
the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”);

2)  conduct forensic investigation on the issues raised by the
Predecessor Auditors, disclose the findings of the investigation
and take any remedial actions;

3)  demonstrate that there is no reasonable regulatory concern
about the integrity the Company’s management which will
pose a risk to investors and damage market confidence;

4)  demonstrate that the Company has put in place adequate
financial reporting procedures and internal control systems to
meet obligations under the Listing Rules; and

5) inform the market of material information for the shareholders
and the investors to appraise the Group's position.
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On 21 November 2016, the Company as purchaser entered into a
conditional sale and purchase agreement (as amended and restated
on 20 February 2017 and supplemented on 30 June 2017) with
independent potential investors for the proposed acquisition (the
"Acquisition”) of a target group which is primarily engaged in the
operation of a hotpot restaurant chain in the People’s Republic of
China (the “PRC") from the independent investors at a consideration
of HK$517,881,250. The acquisition constitutes a very substantial
acquisition, connected transaction and reverse takeover and is
treated as a new listing application for the Company under the
Listing Rules; therefore, subject to the approval of the Listing
Committee of the Stock Exchange. On the same day, the Company
entered into a conditional sale and purchase agreement (as amended
and supplemented by a supplemental agreement dated 30 June
2017) with a potential purchaser for the proposed disposal (the
"Disposal”) of the Company’s subsidiaries at a consideration of
HK$1. The subsidiaries were incorporated in Singapore and the PRC.
As the complete books and records of those subsidiaries could not
be located or accessed, the financial statements of those subsidiaries
have been de-consolidated from the consolidated financial
information of the Group.

The Company has submitted a resumption proposal which contains,
among other things, (i) a share consolidation; (i) the Acquisition; (iii)
the Disposal; (iv) a share placing; (v) an open offer; and (vi) a
whitewash waiver, to the Stock Exchange before the expiry of the
third delisting stage.

On 27 February 2017, the Company filed the new listing application
to the Stock Exchange which comprised of, inter alia, (i) proposed
share consolidation on the basis that every two (2) issued and
unissued Shares of HK$0.00001 each will be consolidated into one
(1) consolidated share of HK$0.00002; (ii) the Acquisition in which
the target group engaged in hotpot restaurant business in the PRC
at a consideration of HK$517,881,250; (iii) the Disposal in which the
Company proposed to dispose of the entire issued share capital of
Global Milk Products Pte. Ltd, which is the Company’s wholly-owned
subsidiary incorporated in the Republic of Singapore (“Global Milk")
for a cash consideration of HK$1.00; (iv) proposed placing of the
Company’s shares at an aggregate of up to 757,875,000 shares at
HK$0.1025 each; (v) proposed open offer involving the allotment
and issue of 101,050,000 offer shares at the offer price of
HK$0.1025 per offer share on the basis of one (1) offer share for
every five (5) consolidated shares held on the record date; and (vi)
change of the board composition of the Company upon resumption
of the Company’s shares, which subsequently lapsed on 28 August
2017.
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On 20 September 2017, the Company resubmitted a second new
listing application to the Stock Exchange. As disclosed in the
announcements of the Company, the Acquisition constitutes a very
substantial acquisition for the Company and a reverse takeover for
the Company under the Listing Rules.

The Board will closely work with professional parties on the new
listing application for the resumption of trading of the Company’s
shares on the Stock Exchange in the near future and strive for the
best return to the shareholders of the Company.

Chairman
Choi Chiu Fai Stanley

Hong Kong, 15 March 2018
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FINANCIAL REVIEW

Given the circumstances that substantial portion of the books and
records of Global Milk and the Company’s indirectly wholly-owned
subsidiaries incorporated in the PRC namely, Da Qing Dairy Ltd. (X
B9 &M AR & A7), Heilongjiang Chang Qing Dairy Products
Co, ltd. (BBRIFBEIEAREMEAF) and Wuchang Benniu Muye
Co., Ltd (AEFEFHREBREL AR (collectively referred to as the
“"PRC Subsidiaries”) could not be located or accessed and the
previous management of the Group did not response to the Board's
request, the financial statements of those subsidiaries have been
deconsolidated from the consolidated financial information of the
Group since the year ended 31 December 2011. There was no
turnover for the year under review (2016: Nil). The loss for the year
ended 31 December 2017 was approximately HK$5,099,000 (2016:
approximately HK$8,835,000). The decrease in loss for the year was
mainly attributable to the absence of professional fees incurred for
the publication of the announcements and documents in relation to
the general offer and resumption work.

PROSPECTS

The Board will closely work with professional parties on the new
listing application for the resumption of trading of the Company’s
shares on the Stock Exchange in the near future and strive for the
best return to the shareholders of the Company (the
“Shareholders”).

DIVIDEND

The Board resolved not to recommend the payment of any dividend
for the year ended 31 December 2017 (2016: Nil).
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LIQUIDITY, FINANCIAL RESOURCES AND
GEARING RATIO

As at 31 December 2017, the Company had total assets of
approximately HK$266,000 (2016: approximately HK$89,000). The
main asset of the Company as at 31 December 2017 was bank
balances and cash and prepayments.

As at 31 December 2017, the Company’s current liabilities amounted
to approximately HK$43,573,000 (2016: approximately
HK$38,297,000).

The net liabilities value per share of the Company was approximately
HK$0.04 as at 31 December 2017 (2016: approximately HK$0.04).
The net liabilities value per Share was computed based on
1,010,500,000 Shares in issue as at 31 December 2017 and 2016
respectively.

No gearing ratio, being total interest bearing indebtedness over total

assets, was computed as the Company did not have interest bearing
indebtedness as at 31 December 2017 and 2016 respectively.

PLEDGE OF ASSETS

As at 31 December 2017, the Company had no charges on its assets
(2016: Nil).

CAPITAL STRUCTURE

The Company had no changes in capital structure during the year
ended 31 December 2017.
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SIGNIFICANT INVESTMENT AND ACQUISITIONS
AND DISPOSALS OF SUBSIDIARIES

On 21 November 2016, the Company as purchaser entered into a
conditional sale and purchase agreement (as amended and restated
on 20 February 2017 and supplemented on 30 June 2017) with
independent potential investors for an acquisition of a new business
which is primarily engaged in the operation of a hotpot restaurant
business in the PRC at a consideration of HK$517,881,250. The
acquisition constitutes a very substantial acquisition, connected
transaction and is treated as a new listing application for the
Company under the Listing Rules, therefore, subject to the approval
of the listing committee of the Stock Exchange.

On the same day, the Company entered into a conditional sale and
purchase agreement (as amended and supplemented by a
supplemental agreement dated 30 June 2017) with a potential
purchaser for a disposal of Global Milk and its subsidiaries at a
consideration of HK$1. The subsidiaries were incorporated in
Singapore and the PRC. As the complete books and records of those
subsidiaries could not be located or accessed, the financial
statements of those subsidiaries have been de-consolidated from the
consolidated financial information of the Group since the year
ended 31 December 2011.

The Board will review the operations of the Company and at the
same time explore any other business opportunities that may arise in
the market, which does not limit to particular industry.

FOREIGN CURRENCY RISK

The foreign currency risk of the Company is the foreign currency
deposited in banks. As at 31 December 2017, the Company had
bank balances of approximately HK$44,000 (2016: approximately
HK$44,000) and approximately HK$36,000 (2016: approximately
HK$31,000) denominated in United States dollars and Hong Kong
dollars respectively.

EMPLOYEES AND REMUNERATION POLICIES

The number of employees of the Company as at 31 December 2017
was five (2016: five). The Group remunerates its employees mainly
based on individual’s performance and qualification. Other benefits
include bonuses awarded on a discretionary basis and mandatory
provident fund schemes.
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Dr. Choi Chiu Fai Stanley (£ ZHE) (“Dr. Choi”), aged 49, was
appointed as an executive Director in January 2016. He was
subsequently appointed as the chairman of the Board, the chief
executive officer and the authorised representative of the Company
in February 2016. He possesses more than 20 years of experience in
financial service and merger and acquisition projects. He is the
chairman of Head & Shoulders Financial Group. Apart from working
at senior positions for different financial groups in Hong Kong, Dr.
Choi has also served as a member of the senior management of
several companies which are listed on the Stock Exchange. He is
currently the chairman and an executive director of International
Entertainment Corporation (stock code: 1009) and an executive
director of Target Insurance (Holdings) Limited (stock code: 6161),
the shares of which are listed on the Main Board of the Stock
Exchange. Dr. Choi was an executive director of Media Asia Group
Holdings Limited (stock code: 8075) from October 2011 to
September 2015, the shares of which are listed on the Growth
Enterprise Market of the Stock Exchange. Dr. Choi was also an
independent director of Guanghe Landscape Culture Communication
Co., Ltd, Shanxi (ILFEEM LK XEEE DB BR AT (stock code:
600234) from July 2016 to September 2016, the shares of which are
listed on the Shanghai Stock Exchange. Dr. Choi obtained a
Bachelor's Degree of Business Administration (Magna Cum Laude)
majoring in finance from Wichita State University in 1995 and a
Degree of Master of Science in International Finance from University
of lllinois at Urbana Champaign in 1996, both of which are in
United States of America. He has also obtained a Doctor of Business
Administration Degree from City University of Hong Kong in 2013.
Dr. Choi is the uncle of Mr. Choi Ka Wai.

Mr. Choi Ka Wai (¥ % &) (“Mr. Choi”), aged 29, was appointed
as an executive Director in January 2016. He is an assistant manager
at Head & Shoulders Securities Limited. He obtained his Bachelor’s
Degree of Arts majoring in Economics from Hunter College City
University of New York in 2012. Since graduation, Mr. Choi has
been actively engaged in sales and marketing business in the United
States and China. Mr. Choi is the nephew of Dr. Choi.
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Mr. Ha Kee Choy Eugene (E X ) (“Mr. Ha"), aged 61, was
appointed as an independent non-executive Director in January
2016. He was subsequently appointed as the chairman of the
remuneration committee (the “Remuneration Committee”) of the
Company and a member of each of the audit committee (the “Audit
Committee”) and the nomination committee (the “Nomination
Committee”) of the Company in February 2016. He holds a Master’s
Degree in Business Administration and is a fellow member of the
Association of Chartered Certified Accountants. He has over 20
years of experience in the finance and banking industry and acts or/
and acted as director of a number of private and listed companies in
Hong Kong. Mr. Ha is the director of a certified public accountants
corporate practice in Hong Kong. He is currently an independent
non-executive director of China Touyun Tech Group Limited (stock
code: 1332) and International Entertainment Corporation (stock
code: 1009). Mr. Ha was an independent non-executive director of
Heritage International Holdings Limited (stock code: 412) (now
known as China Shandong Hi-Speed Financial Group Limited) from
October 2005 to April 2015. The shares of these companies are
listed on the Main Board of the Stock Exchange.

Mr. Szeto Tat Kwan Brandon (B]#E#Z #) (“Mr. Szeto”), aged 45,
was appointed as an independent non-executive Director in January
2016. He was subsequently appointed as the chairman of the
Nomination Committee and a member of each of the Audit
Committee and the Remuneration Committee in February 2016. He
is currently the General Manager, Head of APAC Wealth
Management, of Chubb Life Insurance Company Limited. He has
previously held senior positions in other international life insurance
companies with offices in Hong Kong. Mr. Szeto is an Associate
Member of the Society of Actuaries in USA since 2009 and also a
Member of the Actuarial Society of Hong Kong. Mr. Szeto received
his Honors degree majoring in Econometrics from Monash University
in Australia in 1997.
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Mr. Fok Wai Ming Eddie (Z&#) (“Mr. Fok”), aged 50, was
appointed as an independent non-executive Director in January
2016. He was subsequently appointed as the chairman of the Audit
Committee and a member of each of the Nomination Committee
and the Remuneration Committee in February 2016. He is currently
the company secretary and the authorised representative of China
Fortune Holdings Limited (stock code: 110), the shares of which are
listed on the Main Board of the Stock Exchange. Mr. Fok graduated
from the University of Hong Kong with a bachelor’s degree of
Science in Engineering and the University of Wolverhampton with a
bachelor’s degree in laws and is a member of the Hong Kong
Institute of Certified Public Accountants. Mr. Fok has years of
practical experience in accounting, finance and corporate
management of both listed and unlisted companies in Hong Kong.
Mr. Fok was also an independent non-executive director of Wanjia
Group Holdings Limited (stock code: 401) from March 2017 to
February 2018 and the company secretary of South West Eco
Development Limited (stock code: 1908) (now known as C&D
International Investment Group Limited) from May 2013 to
December 2013, the shares of which are listed on the Main Board
of the Stock Exchange.
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The Directors submit herewith their annual report together with the
audited financial statements of the Company for the year ended
31 December 2017.

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

The Company is a limited liability company incorporated in the
Cayman Islands and its principal place of business in Hong Kong is
Room 2512, 25/F., Cosco Tower, 183 Queen’s Road Central, Hong
Kong.

PRINCIPAL ACTIVITY
The Company is an investment holding company.

FINANCIAL STATEMENTS

The results of the Company for the year ended 31 December 2017
and the state of the Company’s affairs as at 31 December 2017 are
set out in the financial statements on pages 60 to 119.

DIVIDEND

The Board has resolved not to recommend the payment of any
dividend for the year ended 31 December 2017 (2016: Nil).

BUSINESS REVIEW

The business review of the Company for the year ended
31 December 2017 is set out in the “Chairman’s Statement” and
“Management Discussion and Analysis” on pages 5 to 7 and pages
8 to 10 of this report respectively. Those sections form part of this
“Directors’ Report”.

PROPERTY, PLANT AND EQUIPMENT

There were no property, plant and equipment of the Company
during the year.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 14 to the financial statements.
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RESERVES

Details of movements in the reserves of the Company during the
year are set out on page 62.

DISTRIBUTABLE RESERVES OF THE COMPANY

At 31 December 2017, the Company had no reserves available for
distribution (2016: Nil).

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in note 20 to the financial statements, there is no
other significant events occurred after the reporting date and up to
the date of signing this annual report.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Company for the past five financial years is set out on page 120.

DIRECTORS

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

Executive Directors

Dr. Choi Chiu Fai Stanley (Chairman and Chief Executive Officer)
Mr. Choi Ka Wai

Independent non-executive Directors
Mr. Ha Kee Choy Eugene (Chairman)

Mr. Szeto Tat Kwan Brandon
Mr. Fok Wai Ming Eddie
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Pursuant to article 84(1) of the articles of association of the
Company, at each annual general meeting, one-third of the
Directors for the time being (or, if their number is not a multiple of
three (3), the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director shall be
subject to retirement at an annual general meeting at least once
every three years. Dr. Choi Chiu Fai Stanley and Mr. Fok Wai Ming
Eddie shall retire at the forthcoming annual general meeting of the
Company and shall then be eligible, offer themselves for rotation at
the forthcoming annual general meeting of the Company.

Independent non-executive Directors are not appointed for a specific
term and are subject to retirement by rotation in accordance with
the Company’s articles of association.

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

DISCLOSURE OF CHANGE IN INFORMATION OF
DIRECTORS

Pursuant to rule 13.51B(1) of the Listing Rules, the change of
information on Directors is as follows:

Name of Director

EsEE BEFE

Details of change

REARRERMAEANG  EBERR
BFEREL ER=Z0ZMNEFR(EHEAH
WHI=Q)HIEE - AINZEREBRIDR=D
Z—HABIEWREET EEUEEVA
ROB=ZFRRREFAGLERE—R - #
PEBLRERPAEESTARREERR
BFRELEE IFTAEBRNZASLE
BB -

BYFRTEENRELEEEED - ER
ERANBERMABESE -

ERERERRBFAGLERETZE
£ MERARRTI-FRENERECE
EMERIN TARBNER L ZEMRE
BH -

FREZSERNEHZHRE

B ETHRAIEI351BMNE EEERHNE
ERUNE

Mr. Fok Wai Ming Eddie
(Independent Non-executive Director)

EEBBLEBUIIBTESE) 14 February 2018.

He has resigned as an independent non-executive director of
Wanjia Group Holdings Limited (stock code: 401) with effect from

REeBRTIEREBRERERAR (BROMRE 400 BILIFRTE
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
OR SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2017, the interests or short positions of the
Directors and chief executives of the Company in the Shares,
underlying shares and debentures of the Company and its associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken
or deemed to have under such provision of the SFO) or which were
required to be recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
follows.
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Number of issued share capital

Name of Director Capacity shares held of the Company
EERATERITRE

EEnS g7 FEROGEE BHOBEI
(Note 2)

(B 5E2)

Dr. Choi Chiu Fai Stanley Interest of controlled corporation 641,676,629 (L) 63.50%

(Note 1)
ZEAEE - (M 5E1D) SRS A E R

(L): Long position
Note 1:  The 641,676,629 Shares are held by Global Courage Limited. Global Courage
Limited is wholly-owned by Head and Shoulders Direct Investment Limited,
which in turn is wholly-owned by Dr. Choi Chiu Fai Stanley. Thus, Head and
Shoulders Direct Investment Limited and Dr. Choi Chiu Fai Stanley are
deemed to be interested in the 641,676,629 Shares held by Global Courage
Limited pursuant to the SFO.

Note 2:  The percentage is calculated on the basis of 1,010,500,000 shares of the

Company in issue as at 31 December 2017.
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Save as disclosed above, as at 31 December 2017, none of the
Directors or chief executives of the Company had or was deemed to
have any interests or short positions in the Shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) which were required to
be recorded in the register required to be kept under section 352 of
the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2017, the following persons or corporations
(other than Directors or chief executives of the Company) were
interested in 5% or more of the issued share capital of the
Company which were recorded in the register of interests required
to be kept by the Company pursuant to Section 336 of the SFO, or
to be disclosed under the provisions of Divisions 2 and 3 of Part XV
of the SFO and the Listing Rules:

Number of

BREXHBEEIN R-2FE—EF+-_A=
T—B BEEHARRETEZTHRABLE

RAAAREAREE(EE LB SRS
I EXVER) R - BRI R B R
S A R 05 0 R 0 0 ) 2835245
SERZEALE R MO BRI AR - HR
1540 7 B 22 0 7 ) TR 5 ) 2
B o

FTERRRRG  HBRORE
EENEaR AR

R-ZT—+tFE+-_A=+—8 UTFTAL(E
ERARRETEBITHRABRINZARAFIR
BEASR A EIENEIB6IKEEFTENERE
MR KRIRIEES RS EXVE
F2R3INHMBEX R IR EEBENAR
RIE BT AR A5% ek A %5

Total number Approximate

of shares and percentage of the

underlying shares Number of underlying shares issued share capital

Name of shareholder Capacity held shares held held of the Company

ERHR EERAFD BT

REHER L FEEBERGHE FERAEE HERGLY BREABHED L

(Note 3)

(Fff5%3)

Global Courage Limited Beneficial owner — 641,676,629 (L) 641,676,629 (L) 63.50%
Global Courage Limited EnBEAA

Head and Shoulders Direct Investment Limited  Interest of controlled corporation — 641,676,629 (L) 641,676,629 (L) 63.50%

(Note 1)
Head and Shoulders Direct Investment Limited 5212 %I A B 25
(P #E1)
Extensive Success Limited Interest of controlled corporation - 57,000,000 (L) 57,000,000 (L) 5.64%
Extensive Success Limited XERHEEES

Mr. Hung Shui Chak (“Mr. Hung") (Note 2) Beneficial owner 1,182,916,562 (L) 3,548,749,688 (L) 4,731,666,250 (L) 936.50%
IR LA (TR A (M 52) EHEAA

Mr. Ho Roy Poon Kwong (“Mr. Ho") (Note 2) Beneficial owner 28,167,688 (L) 84,503,062 (L) 112,670,750 (L) 22.30%
{88 ¢ 5 A (T 55 4 ) (Fif §52) ExEAA

Ms. Hung Ying (“Ms. Hung") (Note 2) Beneficial owner 37,135,875 (L) 111,407,625 (L) 148,543,500 (L) 29.40%
gt (ALt ])(a2) EnfEBA

Mr. So Kam Chuen (“Mr. So”) (Note 2) Beneficial owner 14,904,875 (L) 44,714,625 (L) 59,619,500 (L) 11.80%
HRErE(H#EE]D T EnEBA



(L): Long position

Note 1: The 641,676,629 Shares are held by Global Courage Limited. Global Courage

Limited is wholly-owned by Head and Shoulders Direct Investment Limited,
which in turn is wholly-owned by Dr. Choi Chiu Fai Stanley. Thus, Head and
Shoulders Direct Investment Limited and Dr. Choi Chiu Fai Stanley are
deemed to be interested in the 641,676,629 Shares held by Global Courage
Limited pursuant to the SFO.

Note 2:  On 21 November 2016, the Company (as the purchaser) and Mr. Hung, Ms.

Hung, Mr. Ho, Mr. So and Ms. Sezto Yuen Man, (collectively as the vendors)
entered into an acquisition agreement (as amended and restated on 20
February 2017 and supplemented on 30 June 2017) pursuant to which the
Company has conditionally agreed to acquire, and the vendors have
conditionally agreed to sell, the sale shares for a total consideration of
HK$517,881,250, which will be satisfied by way of allotment and issue of
shares and by way of issue of convertible bonds. Details of the above were
set out in the Company’s announcement dated 7 August 2017.

Note 3:  The percentage is calculated on the basis of 1,010,500,000 shares of the

Company in issue as at 31 December 2017.

Save as disclosed above, as at 31 December 2017, the Company had
not been notified by any person or company, other than Directors or
chief executives of the Company whose interest are set out in the
section headed “DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
OR SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES” in this report, who had interests or short positions in
the shares, underlying shares and debentures of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO or which were recorded in
the register to be kept by the Company under section 336 of the
SFO.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option
Scheme”) which was approved by the written resolutions of all the
Shareholders and adopted by the resolutions of the Board passed on
10 October 2010 (the “Adoption Date”). The Share Option Scheme
is for a period of 10 years commencing from the Adoption Date,
after which period no further options shall be granted.
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The purpose of the Share Option Scheme is to reward the
Participants (as defined below) who have contributed to the Group
and to encourage the participants to work towards enhancing the
value of the Company and its Shares for the benefit of the
Company and its Shareholders as a whole.

Under the Share Option Scheme, the Board may offer (the "Offer”)
options to the Directors (including executive Directors, non-executive
Directors and independent non-executive Directors and any of their
respective associates) and employees (including any of their
associates) of the Group, companies owned by directors of the
Group and any advisors, consultants, distributors, contractors,
suppliers, agents, customers, business partners, joint venture
business partners, promoters, service providers of any member of the
Group who the Board considers, in its sole discretion, have
contributed or will contribute to the Group (the “Participants”), to
subscribe for Shares in the Company in accordance with the terms
of the Share Option Scheme.

The total number of Shares in respect of which options may be
granted under the Share Option Scheme and any other share option
schemes of the Company shall not, in aggregate, exceed 10% in
nominal amount of the aggregate of Shares in issue on the listing
date without prior approval from the Shareholders. The maximum
number of Shares issued and to be issued upon exercise of the
options granted to a single Participant under the Share Option
Scheme and any other share option scheme of the Company
(including both exercised and outstanding options) in any 12-month
period shall not exceed 1% of the Shares in issue for the time
being.

Any Offer will remain open for acceptance by a Participant for 28
days from the date of grant and is deemed to be accepted when
the Company receives from the relevant Participant the Offer letter
signed by him/her specifying the number of Shares in respect of
which the Offer is accepted and a remittance to the Company of
HK$1.00 as consideration for the grant of option. The option may
be exercised at any time during the period to be determined and
notified by the Board to the Participant at the time of making an
Offer which shall not be later than 10 years from the date of grant.
The exercise price will be determined by the Board, and but in any
event shall not be less than the highest of (i) the nominal value of
the Shares, (ii) the closing price of the Shares as stated in the daily
quotations sheets issued by the Stock Exchange on the date of
grant, or (iii) the average closing price of the Shares as stated in the
daily quotations sheets issued by the Stock Exchange for the five
business days immediately preceding the date of grant.
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There were no options outstanding, granted, exercised, cancelled or
lapsed during the year ended 31 December 2017.

DIRECTORS’
DEBENTURES

RIGHT TO ACQUIRE SHARES OR

At no time during the financial year was the Company, or any of its
holding companies, subsidiaries or fellow subsidiaries a party to any
arrangement to enable the Directors and chief executives of the
Company (including their spouses and children under 18 years of
age) to hold any interest or short positions in the shares, or
underlying shares, or debentures, of the Company or its associated
corporations (with the meaning of Part XV of the SFO).

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, no Directors or their respective associates (as
defined in the Listing Rules) had any interest in a business which
competes or is likely to compete, either directly or indirectly, with
the business of the Company.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in this annual report, no transactions,
arrangements or contracts of significance in relation to the Group’s
business to which any of the Company’s subsidiaries and fellow
subsidiaries was a party, and in which a Director or an entity
connected with a Director had a material interest, whether directly
or indirectly, subsisted at any time during the year or at the end of
the year.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme as disclosed in the section
headed “Share Option Scheme” above, no equity-linked agreements
were entered into by the Company, or existed during the year under
review.
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PERMITTED INDEMNITY PROVISION

The Company did not maintain directors’ and officers’ liability
insurance throughout the year under review due to the suspension
in trading of the Company’s Shares.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole and any substantial part of the business of the Company was
entered into or in existence during the year.

CONNECTED TRANSACTIONS

The acquisition of a new business which is primarily engaged in the
operation of a hotpot restaurant business in the PRC constitutes
connected transaction as Mr. Hung Shui Chak, one of the vendors
to the Acquisition, will become a controlling shareholder and an
executive director of the Company. As such, the transactions
contemplated under the Acquisition are subject to the reporting,
announcement and independent shareholders’ approval under the
Listing Rules.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

Non-Compliance of Appendix 16 “Disclosure of Financial
Information” of The Listing Rules

Given the circumstances that the Directors lose control of
subsidiaries in Singapore and in the PRC and unable to locate and to
get access to the complete books and records of the de-
consolidated subsidiaries, no sufficient data available to compile the
annual report so as to comply with the Appendix 16 “Disclosure of
Financial Information” of the Listing Rules. The following information
has been omitted:

1. Details of commitments and contingent liabilities; and

2. Information in respect of major customers and major suppliers.

RETREEES
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Save as disclosed above and elsewhere in the annual report, there
was no other material breach of or non-compliance with applicable
laws and regulations by the Company that has a significant impact
on the business and operations of the Company.

EMOLUMENT POLICY AND RETIREMENT
BENEFITS

The emolument policy of the senior employees of the Company is
set and recommended by the Remuneration Committee to the Board
on the basis of the employees’ merit, qualifications and
competence.

The emoluments of the Directors are formulated and recommended
by the Remuneration Committee to the Board, having regards to the
Company’s operating results, individual performance of the Directors
and comparable market statistics.

The Company has adopted the Share Option Scheme as an incentive
to the Directors and eligible employees of the Company, details of
which are set out in the section headed “Share Option Scheme”
above.

Details of the Company’s retirement benefit plans are set out in
note 18 to the financial statements.

ENVIRONMENTAL POLICY

The Company encourages environmental protection and promotes
awareness towards environmental protection. The Company has
adhered to the concepts of recycling and reducing by implementing
green office practices such as double-sided printing and copying,
using recycle papers and reducing energy by switching off those idle
lighting. The Board will review the Company’s environmental saving
practices and identify other energy efficiency opportunities from time
to time.

RELATIONSHIPS WITH STAKEHOLDERS

The Company’s key stakeholders are shareholders, business partners
and bank enterprises. Enhanced the shareholders’ interest is always
the major objective of the Company.
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The Company will explore business opportunities from time to time
to strive for the best return to the Shareholders.

Maintaining good relationship with business partners and bank
enterprises is the long-term goals of the Company. The Board will
keep good communication, exchange ideas and share business
update with them when appropriate.

KEY RISKS AND UNCERTAINTIES

The Company has reviewed the possible risks and uncertainties
which may affect its operations, financial position and prospects,
excluding its subsidiaries, due to the loss of control over the
subsidiaries in Singapore and in the PRC which have been de-
consolidated from the consolidated financial statements of the
Group. The following are the key risks and uncertainties identified by
the Company. There may be other risks and uncertainties in addition
to those shown below which are not known to the Company or
which may not be material now but could turn out to be material in
the future.

Delisting Risk

Trading in the Shares has been suspended since 22 March 2012 and
the Company was placed in the third delisting stage. If the
Company fails to submit a viable resumption proposal by the end of
the third delisting stage, the Stock Exchange will proceed with
cancelling the Company’s listing. The Company has submitted a
resumption proposal before the expiry of the third delisting stage.
On 16 December 2016, the Company received a letter from the
Stock Exchange, which stated that the Stock Exchange agreed to
allow the Company to submit a new listing application. On 27
February 2017, the Company filed the new listing application to the
Stock Exchange.
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Operation Risk

The Company incurred a net loss for the year ended 31 December
2017 and as of that date, the Company was in net liabilities
position. The Company will review its operation and explore for
valuable investments from time to time. On 21 November 2016, the
Company as purchaser entered into a conditional sale and purchase
agreement with independent potential investors for an acquisition of
a new business which is primarily engaged in the operation of a
hotpot restaurant chain in the PRC. Furthermore, the Company will
streamline the day-to-day operation to reduce unnecessary expenses.

Compliance Risk
The management of the Company will be updated regularly on the

changes of laws and regulations to reduce the risk of non-
compliance.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available
to shareholders of the Company by reason of their holding of the
Company’s securities.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman lIslands, being the
jurisdiction in which the Company was incorporated.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
financial year.

CORPORATE GOVERNANCE

Full details on the Company’s corporate governance practices are set
out on pages 27 to 43.
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AUDIT COMMITTEE

The Audit Committee was established with written terms of
reference which are in line with the Code on Corporate Governance
Practices as set out in Appendix 14 to the Listing Rules and the
Audit Committee comprises three independent non-executive
Directors.

The Audit Committee has reviewed the Company’s financial
statements for the year ended 31 December 2017.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
report, the Company had maintained the public float as required
under the Listing Rules.

AUDITORS

The financial statements for the year ended 31 December 2017 have
been audited by HLB Hodgson Impey Cheng Limited (“HLB") who
will retire and, being eligible, offer themselves for re-appointment in
the forthcoming annual general meeting.

By order of the Board

Choi Chiu Fai Stanley
Chairman

Hong Kong, 15 March 2018
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CORPORATE GOVERNANCE

The Directors recognise the importance of incorporating the
elements of good corporate governance in the management
structures and internal control procedures of the Group so as to
achieve effective accountability to the Shareholders as a whole.
Thus, the Company adopted the principles and the code provisions
of the Code on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 of the Listing Rules.

During the year under review, the Company complied with the CG
Code except for the deviation from the code provisions which are
explained below.

Code Provision A.1.8

No insurance cover has been arranged for the Directors because of
the suspension in trading of the Company’s shares. Directors’
insurance will be arranged for each Director once such can be
arranged or immediately upon the resumption of trading of the
Company’s shares.

Code Provision A.2.1

Following the resignations of the previous Board members, Dr. Choi
Chiu Fai Stanley has been appointed as the chairman and the chief
executive officer of the Company with effect from 19 February
2016. The Board believes that vesting the roles of both chairman
and chief executive officer in the same person provides the
Company with strong and consistent leadership and allows for
effective and efficient planning and implementation of business
decisions and strategies. The Board considers that the existing
structure of vesting the roles of chairman and chief executive officer
in the same person will not impair the balance of power and
authority between the Board and the management of the Company.
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Code Provision A.4.1

Under the code provision A.4.1 of the CG Code, non-executive
directors should be appointed for a specific term, subject to re-
election. The existing independent non-executive Directors were not
appointed for a specific term as required under code provision A.4.1
but are subject to retirement by rotation and re-election at annual
general meeting in accordance with the articles of association. As
such, the Company considers that sufficient measures have been
taken to ensure that the Company has good corporate governance
practices.

Code Provision A.6.7

Under the code provision A.6.7 of the CG Code, independent non-
executive directors and other non-executive directors, as equal board
members, should give the board and any committees on which they
serve the benefit of their skills, expertise and varied backgrounds
and qualifications through regular attendance and active
participation. They should also attend general meetings and develop
a balanced understanding of the views of shareholders. Mr. Ha Kee
Choy Eugene, an independent non-executive Director, was unable to
attend the annual general meeting of the Company held on 31 May
2017 as he had another business engagement at the time of such
meeting.

Code Provision C.1.2

Management should provide all members of the board with monthly
updates giving a balanced and understandable assessment of the
issuer’s performance, position and prospects. The Company has not
yet provided monthly updates on the financial information of the
Group’s performance position and prospects due to the loss of
control over the subsidiaries in Singapore and in the PRC, and thus
the financial statements of those subsidiaries have been de-
consolidated from the consolidated financial information of the
Group.

TR X EALE

RIFEEERTAITRAEEA LR  FEH
TEFAREETHEZT TEEREE
£ BEBILIFRITESTL ERIETREX
FAAVGZ R ERBEEERERE - ERE
ARBARARERAINBRBFAEGEHE
RERERERBE - Bt - AARRBA/DER
RAERNERAARETRTLEERE
] o

A& X EA6.71%

RIFLEERTRITRMREA6TIR » B
FRTESREMIENTESIEFRRABE
EHEARSHUMEEENE  BEHLE
EFEghARAKEIZEEXRENZEER
TRALEH2EEHR - UEKE FEXAH
ERTANERREBELER - oI EH
FRRAE  HARBRRNEREAENT
R BUFMTEREAETRERBEHER
RARZE—LFREA=ZT —HETHERR
BFERE ARRASEERERABES -

FRIME LB C1.21%

EEERBANESEEENEBRHENE
B BBITAZERE KR RATREHRIL
K ZRIEM 2 FHE - AR KR EH I R
B EAR b ANRBE AR HAR
AEBXERARARZBAERYBE
B Bk ZEMBAR 2 BHRRDEAR
SEZRAVBHREBUBLEEARK -



Code Provision C.2.1

The Company has not conducted a review of the effectiveness of its
subsidiaries’ risk management and internal control systems due to
the loss of control over the subsidiaries in Singapore and in the PRC,
and thus the financial statements of those subsidiaries have been
de-consolidated from the consolidated financial statements of the
Group.

The existing Board is of the view that apart from achieving the
resumption of the Company, one of its main priorities in 2018 is to
improve the corporate governance of the Group.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the required standard for securities
transactions by Directors. The Company has made specific enquiries
of all Directors held offices during the year under review. All
Directors have confirmed that they complied with the required
standards set out in the Model Code and its code of conduct
regarding directors’ securities transactions throughout the year
ended 31 December 2017.
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BOARD OF DIRECTORS
Composition of the Board of Directors

The Board comprises two executive Directors, namely Dr. Choi Chiu
Fai Stanley (the chairman and the chief executive officer) and Mr.
Choi Ka Wai and three independent non-executive Directors, namely
Mr. Ha Kee Choy Eugene, Mr. Szeto Tat Kwan Brandon and Mr. Fok
Wai Ming Eddie.

This constitutes a deviation from code provision A.2.1 of the CG
Code but the Board believes that vesting the roles of both chairman
and chief executive officer in the same person provides the
Company with strong and consistent leadership and allows for
effective and efficient planning and implementation of business
decisions and strategies. The Board considers that the existing
structure of vesting the roles of chairman and chief executive officer
in the same person will not impair the balance of power and
authority between the Board and the management of the Company.
Biographical information of the Directors is set out in the section
headed “Biographical Details of Directors” in this annual report.

Functions of the Board

The principal function of the Board is to consider and approve
strategies, financial objectives, annual budget, investment proposals
of the Group and to assume the responsibilities of corporate
governance of the Group. The Board delegates the authority and
responsibility for implementing day-to-day operations, business
strategies and management of the Group’s businesses to the
executive Directors, senior management and certain specific
responsibilities to the Board committees.
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Board Meetings and Board Practices

During the year ended 31 December 2017, the Board held five board
meetings. The Directors can attend meetings in person or through
other means of electronic communication in accordance with the
Company’s articles of association. All Directors may access the
advice and services of the company secretary who regularly updates
the Board on governance and regulatory matters. All Directors will
also be provided with sufficient resources to discharge their duties,
and upon reasonable request, the Directors will be able to seek
independent professional advice in appropriate circumstances, at the
Company'’s expense. All minutes of board meetings were recorded in
sufficient detail of the matters considered by the Board and the
decisions reached.

2017 £ REAXZERERAF

EEZESERESZEER

REBEEZE—+tF+_A=FT—HLEFERN
EEeHdRTARESZEEE - BELAQA
SRR EEN R IR EREMETBEM
FREEEHE  RANEREZEESRES
BRRE T EHAEETREEARAE
EENRIER - TBEEENBESESHN
BERUNBITERE UTHESEMEXRT A
BRABENBRERBIEESR  EAHAK
REEE EESCRNMELHRIHTR
AL EET T EMNBEEMMELN

RE e

31



32 | Daging Dairy Holdings Limited Annual Report 2017

For the year ended 31 December 2017, five board meetings and 1
annual general meeting were held. Details of the attendance of
Directors are as follows:

Name of the Director
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Board Meeting
ExgEes

Annual General
Meeting
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Executive Directors
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Dr. Choi Chiu Fai Stanley
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Mr. Ha Kee Choy Eugene
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Mr. Fok Wai Ming Eddie
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF EE2HEBEEXRE

DIRECTORS

For the year ended 31 December 2017,

the Directors have REZ-_FT—+F+_A=+—HILFE"

participated in the following continuous professional development to ZEECDLENUTHEEESRE  UHELXK

develop and refresh their knowledge and skills: EMEZ MR
Attending Reading materials
seminars relating to
conducted by directors’
professional development and Giving
Name of the Director parties duties talks
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Mr. Choi Ka Wai v
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Mr. Fok Wai Ming Eddie Vv
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Directors’ Appointment, Re-election and Removal

By virtue of article 83(3) of the articles of association of the
Company, the Directors shall have the power from time to time and
at any time to appoint any person as a Director either to fill a
casual vacancy on the Board or as an addition to the existing Board.
Any Director appointed by the Board to fill a casual vacancy shall
hold office until the first general meeting of Shareholders after his
appointment and be subject to re-election at such meeting and any
Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-election.

In compliance with the code provision in A.4.2 of the CG Code all
Directors are subject to retirement by rotation at least once every
three years. Furthermore, pursuant to the article 84(1) of the articles
of association of the Company, at each annual general meeting one-
third of the Directors for the time being (or, if their number is not a
multiple of three (3), the number nearest to but not less than one-
third) shall retire from office by rotation provided that every Director
shall be subject to retirement at an annual general meeting at least
once every three years.

A letter of appointment has been entered into between each of the
Directors and the Company, which does not specify any fixed term
of service and may be terminated by either party giving to the other
not less than one-month prior notice in writing.
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Independent Non-executive Directors

Throughout the year and up to the date of this report, the
Company complied and fulfilled with Rules 3.10(1), 3.10(2) and
3.10A of the Listing Rules relating to the number of independent
non-executive directors representing at least one-third of the board
and that at least one of the independent non-executive directors has
appropriate professional qualifications or accounting or related
financial management expertise.

The Company has received from each of the current independent
non-executive Directors an confirmation of their
independence to Rules 3.13 of Listing Rules and the Board considers
them to be independent during the year under review.

annual

Delegation of Powers

The Board delegates day-to-day operations of the Group to
executive Directors and management of the Company with
department heads responsible for different aspects of the business/
functions, while reserving certain key matters in making strategic
decision for its approval. When the Board delegates aspects of its
management and administration functions to management, it gives
clear directions as to the powers of management, in particular, with
respect to the circumstances where management need to report
back and obtain prior approval from the Board before making
decisions or entering into any commitments on behalf of the
Company.
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BOARD COMMITTEES

Audit Committee

The Audit Committee was established on 10 October 2010 with
written terms of reference in compliance with Rule 3.21 of the
Listing Rules and code provision C.3.3 of the CG Code as set out in
Appendix 14 of the Listing Rules. The primary duties of the Audit
Committee are to provide the Board with an independent review of
the effectiveness of the financial reporting process, internal control
and risk management system of the Group, to oversee the audit
process and to perform other duties and responsibilities as assigned
by the Board.

As at 31 December 2017 and as at the date of this report, the
Audit Committee consisted of three independent non-executive
Directors namely Mr. Fok Wai Ming Eddie (being the chairman of
the Audit Committee), Mr. Ha Kee Choy Eugene and Mr. Szeto Tat
Kwan Brandon.

For the year ended 31 December 2017, two meetings were held by
the Audit Committee. Details of the attendance of the committee
members are as follow:
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The Audit Committee has reviewed the Company’s financial
statements for the year ended 31 December 2017.

Remuneration Committee

The Remuneration Committee was established on 10 October 2010
with written terms of reference in compliance with code provision
B.1.2 of the CG Code as set out in Appendix 14 of the Listing
Rules. The primary duties of the Remuneration Committee include
(but without limitation): (a) making recommendations to the
Directors on the policy and structure for all remuneration of the
Directors and senior management and on the establishment of a
formal and transparent procedure for developing policies on such
remuneration; (b) determining the terms of the specific remuneration
package of the Directors and senior management; (c) reviewing and
approving performance-based remuneration by reference to
corporate goals and objectives resolved by the Directors from time
to time; and (d) considering and approving the grant of share
options to eligible Participants under the Share Option Scheme.

As at 31 December 2017 and as at the date of this report, the
Remuneration Committee consisted of three independent non-
executive Directors namely Mr. Ha Kee Choy Eugene (being the
chairman of the Remuneration Committee), Mr. Szeto Tat Kwan
Brandon and Mr. Fok Wai Ming Eddie.

For the vyear ended 31 December 2017, the Remuneration
Committee conducted one meeting. Details of attendance of the
committee members are as follows:

Name of Director
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Remuneration Policy for Directors and Senior
Management

The emolument policy of the employees of the Group is determined
on the basis of their merit, qualifications and competence.

The emoluments of the Directors are recommended and determined
by the Remuneration Committee, having regard to the corporate
goals and objectives resolved by Directors from time to time.
Directors are entitled to an aggregate annual basic salary. In
addition, each of the executive Directors is also entitled to a
discretionary bonus as determined by the Remuneration Committee
by reference to the performance of the Group.

The Company has adopted a Share Option Scheme on 10 October
2010. The purpose of the Share Option Scheme is to reward eligible
Participants who have contributed to the Group and to encourage
Participants to work towards enhancing the value of the Company
and its Shares for the benefit of the Company and its Shareholders
as a whole.

Nomination Committee

The Nomination Committee was established on 10 October 2010
with written terms of reference of the Company in compliance with
code provision A.5.2 of the CG Code as set out in Appendix 14 of
the Listing Rules. The primary duties of the Nomination Committee
are to formulate the nomination procedures and standards for
candidates for Directors and senior management, to conduct
preliminary review of the qualifications and other credentials of the
candidates for Directors and senior management and to recommend
suitable candidates for Directors and senior management to the
Board.

As at 31 December 2017 and as at the date of this report, the
Nomination Committee consisted of three independent non-executive
Directors namely Mr. Szeto Tat Kwan Brandon (being the chairman
of the Nomination Committee), Mr. Ha Kee Choy Eugene and Mr.
Fok Wai Ming Eddie.
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For the year ended 31 December 2017 the Nomination Committee REEZE-ZET—+FE+-_A=+—BI-FE "
conducted one meeting. Details of attendance of the committee ? %?E@%ﬁ Red ZEgKRENRE
members are as follows: EIEBOT:

Nomination Committee
Name of Director Meeting
EEnR REZESER
Mr. Szeto Tat Kwan Brandon I7Al
RAIEEME A
Mr. Ha Kee Choy Eugene 1/1
BEHTES
Mr. Fok Wai Ming Eddie 11
EREAETE
Since 31 March 2016, the Board has adopted a board diversity B-_Z—XXE=F=+—HfE E==2
policy setting out the approach to achieve diversity on the Board. iW§$AEX‘§\ T E - | E AERKE

Z itz 7 it o

With a view to achieving a sustainable and balanced development, AERIFENLNTFTEH IR ANGIRIEHE

the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. In designing the Board’s
composition, Board diversity has been considered from a number of
aspects, including but not limited to educational background,
professional experience, skills and knowledge. All Board
appointments will be based on meritocracy and candidates will be
considered against objective criteria, having due regard for the
benefits of diversity on the Board.
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ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Responsibilities for the Financial
Statements

The Board acknowledges its responsibility to prepare the Group’s
financial statements for each financial period to give a true and fair
view of the state of affairs of the Group and of the results and cash
flows for that period. In preparing the financial statements for the
year ended 31 December 2017, the Board has selected suitable
accounting policies and applied them consistently, made judgments
and estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis. The Directors are
responsible for taking all reasonable and necessary steps to
safeguard the assets of the Group and to prevent and detect fraud
and other irregularities.

Auditors’ Remuneration
The remuneration in respect of audit and non-audit services for the

year ended 31 December 2017 provided by the auditors of the
Company, HLB, are as follows:

BEREX
EERGBMBEMBERRNEE

EZQATAEAREAEE SV ERYEN
MBEHE  NEEMAAN 2 AEEZH
MOMBRAREERRSRE - REBE
Rt FFT A=+ HLEFENMBR
~xF - EFECERER SRR E/E
A WHEE - [ama R e R
UREBBERKLELERUVBHRE -EFH
BEEEH-—EEMUANT R  RELAS
BMOEE WAL REERFREMTLE
BB -

BB &
BRARAREMEGAREE_T—LF+

“R=t—RIEFERHEZERS K IEZE
RBzB 2T :

Type of Services HK$'000
BR 75 %8 Bl FET
Audit services ZH RS 380
Non-audit services (Note) JEAZ AR 75 (BT 3E) 150
Total 5 530

Note: The non-audit services was related to interim financial statements review.

Mok : SERBRB L REM RSB RE -



RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining a sound risk management
and internal control systems to ensure that a review of the
effectiveness of the risk management and internal control systems of
the Group are conducted at least annually, covering all material
controls, including financial, operational and compliance controls, and
ensuring adequacy of resources, staff qualifications and experience,
training programmes and budget of the accounting, internal audit
and financial reporting functions. The Company could only conduct
a review of the effectiveness of its risk management and internal
control systems, excluding its subsidiaries, due to the loss of control
over the subsidiaries in Singapore and in the PRC, and thus the
financial statements of those subsidiaries have been de-consolidated
from the consolidated financial statements of the Group.

The Company engaged an external independent consultant with
professional staff in possession of relevant expertise to conduct an
independent review of the risk management and internal control
systems of the Company for the financial year ended 31 December
2017, in order to ensure and enhance (i) proper process used to
identify, evaluate and manage significant risks; (ii) main features of
the risk management and internal control systems were identified;
(iii) the systems were designed to manage the risks to achieve
business objectives and provide reasonable assurance against
material misstatement or loss; (iv) appropriate process to resolve
material internal control defects; and (v) effective procedures and
internal controls for inside information management.

The key risks and the relevant measures have been disclosed in the
Directors’ Report on pages 24 to 25 of this report. The risk
management and internal control systems of the Company are
designed to manage rather than eliminate the risk of failures to
achieve business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss.

The Company has an internal audit function. The Board conducted a
review of the effectiveness of the risk management and internal
control systems of the Company annually, excluding its subsidiaries,
due to the loss of control over the subsidiaries in Singapore and in
the PRC. Apart from that, the Board considers the systems effective
and adequate.
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The Board is of the view that apart from achieving the resumption
of the Company, one of its main priorities in 2018 is to improve the
risk management and internal control systems of the Group.

COMPANY SECRETARY

Mr. Wong Chun Kit (“Mr. Wong"), is engaged and appointed by the
Company from an external secretarial services provider as its
Company Secretary. The primary corporate contact person of the
Company is Dr. Choi Chiu Fai Stanley, an executive Director. Mr.
Wong confirmed that he has received 15 hours professional trainings
under the requirement of Rule 3.29 of the Listing Rules during the
year under review.
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INVESTORS AND SHAREHOLDERS RELATIONS

The Board recognises the importance of maintaining clear, timely
and effective communication with the Shareholders and investors.
The Board also recognises that effective communication with
investors is the key to establish investor confidence and to attract
new investors. Therefore, the Group is committed to maintaining a
high degree of transparency to ensure that the investors and the
Shareholders receive accurate, clear, comprehensive and timely
information of the Group by the publication of annual reports,
interim reports, announcements and circulars. The Company also
publishes all documents on the Company’s website at http:/www.
cre8ir.com/dagingdairy/. The Board continues to maintain regular
dialogues with institutional investors and analysts to keep them
informed of the Group’s strategy, operations, management and
plans. The Directors and the committee members are available to
answer questions at annual general meetings of the Company.
Separate resolutions would be proposed at general meetings of the
Company on each substantially separate issue.

Shareholders’ Right

Pursuant to the Company’s memorandum and articles of association,
the Board may whenever it thinks fit call extraordinary general
meetings. Any one or more members holding at the date of deposit
of the requisition not less than one-tenth of the paid up capital of
the Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition to
the Board or the secretary of the Company, to require an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; and such
meeting shall be held within two (2) months after the deposit of
such requisition. If within twenty-one days of such deposit the
Board fails to proceed to convene such meeting the requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Shareholders may put forward their proposals or inquiries to the
Board by sending their written request to the Company’s
correspondence address in Hong Kong.
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REPORT OVERVIEW
About Daqing

Daging Dairy Holdings Limited (the “Company”) was incorporated in
the Cayman Islands as a limited company. The Company’s shares are
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Trading in the shares of the Company has been
suspended since 22 March 2012. The Company acted as investment
holding company and did not engage in any business throughout
the year ended 31 December 2017, the year under review.

Purpose of this Report

This is the second “Environmental, Social and Governance Report”
prepared by the Company. This report mainly outlines the
commitments and strategies and report the Company’s performance
regarding environmental protection, social responsibility and
governance issues.

Scope of Coverage

As the Company did not engage in any business throughout the
year under review, this report only covers the Company’s head office
in Hong Kong.

Basis of Preparation

Relevant disclosures of this report is prepared in accordance with the
Environmental, Social and Governance Reporting Guide (the “Guide”)
under Appendix 27 to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”). The content of this
report includes two main subject areas, being Area A —
Environmental and Area B — Social as required by the Guide.

Time Range

This report is an annual report for the year from 1 January 2017 to
31 December 2017.
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Stakeholder Engagement

The preparation of this report, which was supported by
management of the Company, enabled the Company to have a clear
understanding on the Company’s current development in the
environmental and social aspects. The information we gathered and
analyzed was not only the summary of the environmental and social
works carried out by the Company during 2017, but also the basis
for the Company to make strategies for sustainable development.

ESG MATERIAL AREAS AND ASPECTS, AND KEY
PERFORMANCE INDICATORS (“KPIS")

(A) Environmental Responsibility

The Company respects and treasures the mother nature.
Hence, we are committed to protecting the environment at our
greatest effort. At all times, we carefully monitor and mitigate

our environmental impacts by integrating environmental
considerations into all possible aspects of our day-to-day
operation.

A1. Emissions

Trading of the shares of the Company has been
suspended since 2012, our operations are confined to the
head office in Hong Kong. Thus, it is not likely for us to
generate a significant adverse impact to the
environment.

Throughout the year under review, we operated under
normal office environment and no hazardous waste was
produced. Our main emissions during our normal course
of operation are greenhouse gases, primarily carbon
dioxide from employee travel. Therefore, efficient
arrangement of managements’ travels are our priorities.
The Company did not record any significant generation
of carbon dioxide as no employee travel was noted
during the year under review (2016: approximately 445.2
kg of CO2 was generated from employees’ air travel).
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A2.

Use of Resources

The Company is committed to reducing negative impact
to our environment by conducting business operations in
an environmentally responsible manner. In order to
reduce our environmental footprints in the workplace,
we always look for opportunities to reduce unnecessary
energy consumption and waste generation.

The Company has implemented various measures to
achieve low-carbon and green office, including:

Electricity consumption optimization:

o Electric appliances are required to turn-off when
unattended;
o Maintain temperature of air conditioners to the

standard of 25.5 degrees in general conditions;

o Encourage the use of natural
possible; and

light whenever

o Arrange lighting zoning to ensure that only required
lighting is switched on.

Paper consumption reduction:

o Office printing was defaulted as duplex;

o Encourage the use of recycled paper whenever
possible;

o Launch general recycling programs for a wide

variety of non-hazardous waste items including
plastics, metals and paper; and

o Reuse stationeries such as used envelops and
document folders.

A2.
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A3. Environment and Natural Resources

(B)

Although the Company’s operations have an insignificant
impact on the environment and natural resources usage,
the Company still tries to be an environmental
responsible corporation.

Paper for normal daily office uses is the only key
element which is considered to have an impact on the
natural resources. The Company supports all measures to
reduce, reuse and recycle (“3R") as far as possible and
practicable. The Company is constantly on the alert to
look for ways and means to accomplish the 3R goals.
The Company has also reminded its employees to act in
an eco-friendly manner to save on paper consumption
from time to time.

Social

Employment and Labour Practices

BT.

Employment

During the year under review, the Company consisted of
two (2016: two) executive Directors and three (2016:
three) independent non-executive Directors. The
Company is devoted to shape a non-discriminating,
diverse, fair and harmonious workplace disregard of the
number of employees. The Company complies straightly
with all applicable rules and regulations of the
"Employment Ordinance of Hong Kong Special
Administrative Region”.

Our board of 5 directors are the most important asset of
the Company. We believe board diversity enhances
decision-making capability. We review the structure, size,
composition and diversity of the Board from time to
time. In designing the Board’s optimal composition, a
rage of diversity perspectives with reference to the
Company’s business model and specific needs will be
considered, including but not limited to gender, age,
culture, race, educational background, professional
experience, knowledge and skills. Directors’ emolument
was fairly formulated and recommended by the
Remuneration Committee to the Board on the basis of
the Directors’ individual performance, qualification and
comparable market merits.

(B)

A3.

ok
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Diversity of our Board in 2017 and 2016

TELER-IBE-AFEFTEZ2SHHY

By Age By Designation
Fik B

B Age21-30 O Age 31-40
212 308% 315405

O Age 41-50 E Age above 51
41ZE507% 51 A E

B2. Health and Safety

Safety is the top priority in everything we do. Despite
our Company only comprised of five directors during the
year under review, we paid special attention to providing
a healthy and safe working environment for them. We
strive to ensure the safety and wellbeing of our Directors
by complying straightly with all applicable laws and
regulations. In both 2016 and 2017, the Company
achieved the goal of zero injuries.

B Executive Director

HITES

O Independent Non-Executive Director

BYIFITES

B2.
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B3.

B4.

Development and Training

We believe that employee development is an important
area of investment to ensure long-term enhancement of
our internal capacity. We encourage our Directors to
attend training courses to enhance their knowledge for
discharging their responsibilities. During the year under
review, all Directors had participated in continuous
professional development to develop and refresh their
knowledge and skills. Directors’ participation was not
only to recognise the terms of relevant code provisions
of the Listing Rules, but also to ensure their contribution
to the Board remains informed and relevant.

Directors participated in continuous professional
development mainly by reading materials relevant to their
duties and responsibilities. It is not practicable to form a
KPI as the Company found it difficult to maintain records
on the training programs and measure the effectiveness.
Nevertheless, the Company will maintain relevant record
on average training hours completed per employee
whenever possible.

Labour Standards

The Company has a comprehensive human resources
policy in place regarding recruitment, dismissal, leaves,
holidays and benefits to support our works on
manpower resources. The Company stringently complies
with the Hong Kong Special Administrative Region labour
laws and employment regulations. At all times, we adopt
a zero-tolerance approach to unethical labour practices.
In both 2016 and 2017, there were zero reported cases
of discrimination and unethical labour practices.

B3.

B4.

2017 3R KEAEEZRERLT | 49

B K 15 3l

HMMEE BREERD-BHEER
KRE  UHERERE LRAHMN
AEPRES - RPIBBEE L FER
JREARSEERTSERE
ZHB -NOBEFE 2RES
E2EFBEFESEHRITI - AE
REEHEMBL R -BEFLZ
SLETERRR LHRAERT
AR 2GR BEREHES
SZEBAMIE LR -

EXTZAHPEEARERER

BEERBAOMH2EFETER
RIE - ARARBHINFE T
IRECHE LA ERY - HRL
BRARERL AT - A
ARFHEAERTFEREE YT
19 58 A IR B B B AR B AT 8% o

TR

ZJS’ATE*”*%EE’]/\ﬁéQ/J‘?BZ

CRERECBR KB /&
%&ﬁﬂ'uiﬁﬁﬁ%Aﬂﬁ
BRIVE e RRRBRBETEAR
AITHES T EAERERBRH -
—ENUXR BMBETEESETE
HEDNZTARZEE - R-ZT—RX
FRZZF—EF  WEAWER
RAEESETITAMEBERMEE -



50

Daqing Dairy Holdings Limited Annual Report 2017

Operating Practices

B5.8B6. Supply Chain Management & Product Responsibility

B7.

As the Company remained dormant during the two years
ended 31 December 2017, information and KPI of supply
chain management and product responsibility were not
applicable for both 2016 and 2017.

Anti-corruption

The Company has implemented policies on anti-
corruption in order to prevent, detect and report
misconduct. The Company also provides guidance for all
employees which are made for the purpose of setting
out the standard of behavior we expect for our
employees, such as acceptance/offer of gifts or
entertainment during the course of soliciting business,
conflict of interest and outside employment. The
Company encourages and enables employees to raise
serious and material concerns on anti-corruption and in
case there is any doubt. At the same time, the Company
also welcomes anti-corruption related communication and
consultation. Throughout the year under review and up
to the reporting date, the Company has not found any
non-compliance matters in this aspect.

Community

BS.

Community Investment

From beginning to end, we believe that a helping hand
can change the world. We encourage our employees to
actively participate in charities activities at all times. In
the coming years, we target to engage different
community groups to support and add value to
communities, and build social capital through various
programs. We will also invest money into our
communities whenever possible.
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OUTLOOK

We would like to take this opportunity to extend our sincere
gratitude to our employees, shareholders and other stakeholders for
their long-term support and trust to the Company. We believe that
our performance has granted positive recognition in the year under
review, but there is still more to be done. In the coming years, we
will continue to strive to implement the best practices in corporate
social responsibility to advance the global sustainability agenda at
large.
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Hodgson Impey Cheng Limited

HLB

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDER OF
DAQING DAIRY HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We were engaged to audit the financial statements of Daging Dairy
Holdings Limited (“the Company”) set out on pages 60 to 119,
which comprise the statement of financial position as at 31
December 2017, and the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the
statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting
policies.

We do not express an opinion on the financial statements of the
Company. Because of the significance of the matters described in
the Basis for Disclaimer of Opinion section of our report, we have
not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on these financial statements
and as to whether the financial statements have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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a)

Opening balances and the comparative information

The opening balances and the comparative figures disclosed in
the financial statements are based on the audited financial
statements of the Company for the year ended 31 December
2016 of which our auditors’ report dated 31 March 2017
expressed a disclaimer opinion. The matters which resulted in
that disclaimer opinion included (a) opening balances and the
comparative information; (b) departure from International
Financial Reporting Standard (“IFRS”) 10 “Consolidated
Financial Statements”; (c) amount due to a deconsolidated
subsidiary; (d) accrued expenses and other payables; (e)
contingent liabilities and commitments; and (f) going concern
basis of accounting. Due to lack of complete books and
records of the Company, we have been unable to obtain
sufficient appropriate audit evidence as to whether the
opening balances as at 1 January 2017 and the comparative
figures for the year ended 31 December 2016 were properly
recorded and accounted for and in compliance with the
requirements of applicable IFRSs including International
Accounting Standard (“IAS”) 1 “Presentation of Financial
Statements”. There were no alternative audit procedures that
we could perform to satisfy ourselves as to whether the
opening balances and the comparative figures were free from
material misstatement. Any adjustments to the opening
balances as at 1 January 2017 that would be required may
have a consequential significant effect on the Company’s
assets and liabilities as at 1 January 2017 and 31 December
2017 and its results for the years ended 31 December 2016
and 2017, and the presentation and disclosure thereof in the
financial statements.

a)
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Departure from International Financial Reporting
Standard 10 “Consolidated Financial Statements”

As disclosed in note 2.1 to the financial statements, the
predecessor auditors of the Company (the “Predecessor
Auditors”) identified certain potential irregularities in respect of
certain accounting records and transactions recorded in the
books of the Company’s indirectly wholly-owned subsidiaries
incorporated in the People’s Republic of China (the "PRC")
namely, Da Qing Dairy Ltd. (KREI RBEREE L A),
Heilongjiang Chang Qing Dairy Products Co., Ltd. (R8I EE
FL¥ AR &E A7) and Wuchang Benniu Muye Co., Ltd (T
BHESKREABREMTAR) (collectively referred as to the “PRC
Subsidiaries”). The Predecessor Auditors subsequently resigned
on 21 March 2012. As disclosed in note 2.1 to the financial
statements of the Company, certain new directors were
appointed following the change in controlling shareholder and
it was announced on 6 November 2013 that a firm of forensic
accounting specialists (the *“Forensic Accountants”)
appointed to investigate these potential irregularities (the
“Forensic Investigation”). Both the Forensic Accountants and
the directors of the Company have been unable to get access
to the books and records of the PRC Subsidiaries. The
directors of the Company have also been unable to locate the
complete books and records of the Company and Global Milk
Products Pte. Ltd which is the Company’s directly wholly-
owned subsidiary incorporated in the Republic of Singapore
("Global Milk”). The directors of the Company have further
confirmed to wus that the previous management of the
Company and its subsidiaries (the “Group”) did not response
to their request for any information of the Group.
Furthermore, the Company resolved to put Global Milk into
winding up in a shareholder’s meeting held on 3 December
2015.

was

Given these circumstances, the directors of the Company have
not consolidated the financial statements of Global Milk and
the PRC Subsidiaries (collectively referred to as the
“Deconsolidated Subsidiaries”) and no consolidated financial
statements of the Company were prepared for the vyears
ended 31 December 2016 and 2017.

b)
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(9)

The directors of the Company have determined to exclude the
De-consolidated Subsidiaries in presenting the financial
position, results of operations and cash flows and did not
prepare consolidated financial statements for the Group under
the above mentioned circumstances. The exclusion of the
financial position, results and cash flows of the Deconsolidated
Subsidiaries and no consolidated financial statements have
been prepared for the Group is a departure from the
requirements of IFRS 10 “Consolidated Financial Statements”.

Due to the lack of complete books and records of the
Deconsolidated Subsidiaries, we have been unable to obtain
sufficient appropriate audit evidence and explanation to assess
the accounting treatment on de-consolidation of the
Deconsolidated Subsidiaries and the resulting movement in the
statutory surplus reserve. We are also unable to ascertain the
impact of the potential irregularities with respect to the
accounting records and transactions of the Group, if any, and
the de-consolidation of the De-consolidated Subsidiaries on the
financial statements of the Company. Any adjustment that
would be required may have a consequential significant effect
on the net liabilities of the Company as at 31 December 2017
and the loss attributable to owners of the Company for the
year then ended.

Amount due to a deconsolidated subsidiary

As disclosed in note 13 to these financial statements, the
Company recorded an amount due to a deconsolidated
subsidiary of approximately HK$1,028,000. As further disclosed
in note 2.1 to the financial statements, the directors of the
Company have been unable to locate the complete books and
records of the Company and Global Milk and have been
unable to get access to the books and records of the PRC
Subsidiaries. Due to the lack of complete books and records of
the Company, Global Milk and the PRC Subsidiaries, we have
been unable to obtain sufficient appropriate audit evidence to
determine whether the amount due to a deconsolidated
subsidiary was properly recorded and accounted for and in
compliance with the requirements of applicable IFRSs. There
were no alternative audit procedures that we could perform to
satisfy ourselves as to whether the amount due to a
deconsolidated subsidiary were free from material
misstatements. Any adjustment that would be required may
have a consequential significant effect on the net liabilities of
the Company as at 31 December 2017 and loss attributable to
the owners of the Company for the year then end.
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Accrued expenses and other payables

As disclosed in notes 2.1 and 13 to the financial statements,
included in the accrued expenses and other payables in the
statement of financial position of the Company as at 31
December 2017 were other payables of approximately
HK$17,694,000 among which (i) HK$13,142,000 were liabilities
recognised in respect of the aggregate amounts of the debit
balances of bank transactions as the directors of the Company
were unable to locate complete books and records of bank
accounts and whereabouts of these bank balances and cash as
of the date of approval of the financial statements; and (ii)
HK$4,552,000 were other payables that the directors of the
Company have been unable to locate the relevant books and
records. Due to the lack of complete books and records of the
Company, we have been unable to obtain sufficient
appropriate audit evidence as to whether the accrued expenses
and other payables were properly recorded and accounted for
and in compliance with the requirements of applicable IFRSs.
There were no alternative audit procedures that we could
perform to satisfy ourselves as to whether the accrued
expenses and other payables were free from material
misstatements. Any adjustments that would be required may
have a consequential significant effect on the balances of the
Company’s accrued expenses and other payables, the
Company’s net liabilities as at 31 December 2017 and
consequently net loss and cash flows of the Company for the
year ended 31 December 2017, and the related disclosures
thereof in the financial statements.
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e)

f)

Contingent liabilities and commitments

As disclosed in note 2.1 to the financial statements, due to the
lack of complete books and records of the Company and the
De-consolidated Subsidiaries, we have been unable to obtain
sufficient appropriate audit evidence and explanations as to
whether the contingent liabilities and commitments committed
by the Company were properly recorded and accounted for
and in compliance with the requirements of applicable IFRSs
including 1AS 37 “Provisions, Contingent Liabilities and
Contingent Assets” and IAS 39 “Financial Instruments:
Recognition and Measurement”. There were no alternative
audit procedures that we could perform to satisfy ourselves as
to whether the contingent liabilities and commitments were
free from material misstatements. Any adjustment that would
be required may have a consequential significant effect on the
net liabilities of the Company as at 31 December 2017 and
the loss attributable to the owners for the year then ended
and the related disclosures thereof in the financial statements.

Going concern basis of accounting

As explained in note 2.1 to the financial statements, in making
their assessment of the Company’s ability to continue as a
going concern, the directors of the Company have considered
(i) the Company incurred a loss attributable to the owners of
the Company of approximately HK$5,099,000 for the year
ended 31 December 2017 and as of that date, the Company’s
total liabilities exceeded its total assets by approximately
HK$43,307,000; (ii) following de-consolidation of the
Deconsolidated Subsidiaries, the Company becomes an
investment holding company without conducting other
business; and (iii) the Company has been placed in the third
delisting stage as of the date of the financial statements.
Given these circumstances, which are more fully described in
note 2.1, there were no practicable audit procedures that we
could perform to form an opinion on whether management
has considered all relevant events and conditions when making
assessment on the Company’s ability to continue as a going
concern.

e)

f)
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The directors are responsible for the preparation of the financial
statements that give a true and fair view in accordance with
International Financial Reporting Standards issued by the
International Accounting Standards Board (“IASB”) and disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible
for assessing the Company’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 Company or to cease operations, or have no
realistic alternative but to do so.

The Audit Committee are responsible for overseeing the Company’s
financial reporting process.

Our responsibility is to conduct an audit of the Company’s financial
statements in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and to issue an auditors’ report. We report our opinion
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. However, because of the matters
described in the Basis for Disclaimer of Opinion section of our
report, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on these financial
statements.

We are independent of the Company 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.
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REPORT ON OTHER MATTERS UNDER SECTIONS
407(2) AND 407(3) OF THE HONG KONG
COMPANIES ORDINANCE

In respect alone of the inability to obtain sufficient appropriate audit
evidence as described in the Basis for Disclaimer of Opinion section
of our report above:

o we were unable to determine whether adequate accounting
records had been kept; and

o we have not obtained all the information or explanations that,
to the best of our knowledge and belief, are necessary and
material for the purpose of the audit.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Yu Chi Fat

Practising Certificate Number: P0O5467

Hong Kong, 15 March 2018
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For the year ended 31 December 2017 #{ & = F —+F+=H =+ —HI FJZ
Revenue g

Cost of sales 85 & B AR

Gross profit E R

Administration expenses THAX

Loss before taxation BREL AT & B

Income tax expense B 35 A1 &S 18

LOSS FOR THE YEAR FREER

Total comprehensive expense FRE2EMEZAE

for the year

Loss for the year attributable to KABHEBAEM
owners of the Company FAEA

Total comprehensive expense for the ZAFEEAEEER
year attributable to owners of the ZHEBBXA%E
Company

LOSS PER SHARE ATTRIBUTABLE TO ZARQR#EA A FELL
OWNERS OF THE COMPANY BRER
Basic and diluted HANEE

Notes

B 5

2016
—E—RF
HK$'000
FHT

(8,835)

(8,835)

(8,835)

(8,835)

(8,835)

(8,835)

HK$(0.009) % 7T
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As at 31 December 2017 R=—F—+F+—-H=+—H
As at As at

31 December 31 December

2017 2016

R=ZF—tF RIE—XF
+t=—A=+—-8B +=ZA=+—H

Notes HK$'000 HK$'000
B 5 FET TE T
Current assets REEE
Prepayments T FRIE 11 186 14
Bank balances and cash RITHEBRR S 12 80 75
266 89
Current liabilities REEE
Accrued expenses and other payables FEETR S R HAb
JE 1~ 3038 13 43,573 38,297
43,573 38,297
Net current liabilities REEEFHE (43,307) (38,208)
Total assets less current liabilities HWEERTE
=R (43,307) (38,208)
Capital and reserves EEXAREE
Share capital fig A 14 10 10
Reserves 1 (43,317) (38,218)
(43,307) (38,208)

The financial statements on pages 60 to 119 were approved and ZE60ZE1198 2 MK IR =_Z—N\F=A
authorised for issue by the board of directors on 15 March 2018 +HAKESF S ENRFETIZ  FTHAT

and are signed on its behalf by: BEERKREFE:
Choi Chiu Fai Stanley Choi Ka Wai
HPE BEE
Director Director

EF EF
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For the year ended 31 December 2017 #;

E-F—tFF A=+ —HILFE

Share Share Accumulated

capital premium losses Total

BAR  REREE Rt B A Bt

HK$'000 HK$°000 HK$°000 HK$'000

FHET FET FET FExT

At 1 January 2016 R=ZE—R"F—A—H 10 1,340,093 (1,369,476) (29,373)

Loss for the year FREIE = — (8,835) (8,835)

Total comprehensive expense for the year FANEEMAIRE = = (8,835) (8,835)
At 31 December 2016 and R-F-—A"F+-A=+t—BR

1 January 2017 —T—+tF—HF—H 10 1,340,093 (1,378,311) (38,208)

Loss for the year FABRE = = (5,099) (5,099)

Total comprehensive expense for the year FRNEEBATAE = = (5,099) (5,099)

At 31 December 2017 R=—Z—tF+=-A=+—8H 10 1,340,093 (1,383,410) (43,307)
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For the year ended 31 December 2017 # 2 = F—+F+=HA=+—HIFE
2017 2016
—E—tf —E-REF
HK$°000 HK$'000
FTH T FAT
Operating activities REET
Loss before taxation B 7% Bl & 18 (5.099) (8,835)

Operating cash flows before movements in
working capital
(Increase)/decrease in prepayments
Increase in accrued expenses and
other payables

Cash generated from/(used in) operations
Income tax paid

Net cash generated from/(used in) operating
activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of
the year

MBS EECEBA LY
BE&R

A R E g ), R

JE 5T 5 2 I EL fth FE 3 3RE
0

LERBS/(FRBRE
B FEH

REFHRE(FA)
REEH

RekReSEYEMN
OB ) % 8
FNRELERE

Cash and cash equivalents at ending of the year F£XRIE & KBS EEY

(5,099) (8,835)
(172) 236
5,276 8,595
5 (4)

5 @)

5 @)

75 79

80 75
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For the year ended 31 December 2017 #{ %2 = F —+F+ = H =+ —HI F )2

Daging Dairy Holdings Limited (the “Company”) is a limited
company incorporated in the Cayman Islands on 15 October
20009.

The address of the registered office of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands. The principal place of business of the
Company is Room 2512, 25/F, Cosco Tower, 183 Queen’s Road
Central, Hong Kong.

The financial statements of the Company are presented in HK$
and all values are rounded to the nearest thousand (HK$'000)
except otherwise indicated.

The Company acts as an investment holding company.

The shares of the Company have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 28 October 2010 (the “Listing”).
Trading in the shares of the Company has been suspended
since 22 March 2012.
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For the year ended 31 December 2017 #{ %2 = F —+F+ = H =+ —HIFFJ2

The financial statements as at and for the year ended 31
December 2017 comprise the Company.

As disclosed in the Company’s announcement dated 29 March
2012, during the audit process in respect of the financial year
ended 31 December 2011, irregularities were identified by
Deloitte Touche Tohmatsu, the predecessor auditors of the
Company (the “Predecessor Auditors”) that (i) certain milk
procurement transactions brought to the attention of
management and acknowledged by them to be fraudulent; (ii)
unexplained differences between sales receipt notes sighted
during the Predecessor Auditors’ works in February 2012 and
documents purporting to be the same sales receipt notes
returned to the Company in March 2012 ostensibly following a
Tax Bureau investigation; (iii) the explanation provided by
management — The Tax Bureau investigation — for removing
accounting records which were then not available to the
Predecessor Auditors continuously during the audit; (iv) the
validity and commercial substance of acquisitions of milk
stations, farm houses and Holstein cattle; and (v) difficulties
the Predecessor Auditors encountered during their visits to the
local branch of one of the banks of the Company and its
subsidiaries (the “Group”) (collectively referred as to the
“Potential Irregularities”). The Predecessor Auditors tendered its
resignation as auditors of the Company with effect from 21
March 2012 and the Company applied for suspension of
trading in the shares on the Main Board of the Stock
Exchange on 22 March 2012.

It was further disclosed in the Company’s announcement
dated 29 March 2012 that an independent review committee
comprised of the independent non-executive directors at that
material time and other qualified independent individuals has
been established to conduct a review on the Potential
Irregularities raised by the Predecessor Auditors.

As disclosed in the Company’s announcements dated 18 May
2012 and 20 June 2012, during May and June 2012, those
independent non-executive directors at that material time
forming the independent review committee tendered their
resignation as the independent non-executive directors of the
Company.
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As disclosed in the Company’s announcement dated 9 January
2013, on 2 January 2013, it was discovered that the heating
pipes of the offices of a subsidiary, Da Qing Dairy Ltd. (KX E
LM AR EEAT) (“Da Qing Dairy”), located in Daging
City, Heilongjiang Province of the People’s Republic of China
(the “PRC"), were cracked as result of severe coldness in the
northern area of the PRC and pipeline aging. Due to cracking
of the heating pipes, the first and the second floors of the
offices had been soaked, and extensive damages were caused
to the office facilities, computers and documents in the office
of finance, logistics, administration and engineering
departments of the Group (collectively referred to as the
“Incident”).

As disclosed in the Company’s announcement dated 18 April
2013, on 8 February 2013, Mr. Zhao Yu, then controlling
shareholder of the Company at that material time, entered into
a sale and purchase agreement pursuant to which Mr. Zhao
agreed to sell and Radiant State Limited (the “New Controlling
Shareholder”) agreed to purchase the sale shares, representing
52.16% of the entire share capital of the Company at a
consideration of HK$52,704,000 in cash, representing HK$0.1
per sale share (collectively referred to as the “Purchase”).

As disclosed in the Company’s announcement dated 5 July
2013, the New Controlling Shareholder received valid
acceptances in respect of a total 83,153,622 shares in the
Company under the unconditional mandatory cash offer (the
“Share Acceptance”), representing 8.23% of the entire issued
share capital of the Company. Following completion of the
Purchase and the Share Acceptance, the New Controlling
Shareholder held 60.39% equity interest in the Company. As
disclosed in the Company announcement dated 5 September
2013, Mr. Ng Kwong Chue Paul was appointed as executive
director of the Company, Ms. Kou Mei In was appointed as
non-executive director of the Company and Mr. Sze Lin Tang
was appointed as an independent non-executive director of the
Company (the “New Management”).
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As disclosed in the Company’s announcement dated 6
November 2013, the Company engaged RSM Corporate
Advisory (Hong Kong) Limited (the “Forensic Accountants”) to
carry out forensic investigation in respect of the Potential
Irregularities (the “Forensic Investigation”). It was further
disclosed in the Company’s announcements dated 29 January
2014, 4 April 2014, 13 June 2014, 5 September 2014, 28
November 2014 and 30 April 2015 that (1) the Forensic
Accountants were yet to commence their field work as the
Company and the Forensic Accountants have encountered
difficulties in procuring relevant parties including the previous
management of the Group to cooperate in the field work of
the Forensic Investigation; (2) two PRC law firms were
engaged with the objectives to (i) effect the change of legal
representatives and board of directors of Da Qing Dairy,
Heilongjiang Chang Qing Dairy Products Co., Ltd. (B8 TEE
FLEAFREEAF) (“Chang Qing Dairy”) and Wuchang
Benniu Muye Co., Limited (A®HESFMEEREZTAA)
(“Benniu  Muye”) (collectively referred as to the “PRC
Subsidiaries”) through legal means; and (ii) obtain information
requested by the Forensic Accountants; and (3) the
contemplate change of respective legal representatives of the
PRC Subsidiaries could not be effected and due to insufficient
financial resources of the Company, the Forensic Investigation
has been temporarily halted.

In addition, the New Controlling Shareholder appointed two
individuals into the board of directors of its wholly-owned
subsidiary, Global Milk Products Pte. Ltd, which is incorporated
in the Republic of Singapore (“Global Milk”). However, the
directors of the Company could not locate complete books and
records of the Company and Global Milk and the previous
managements of the Company and Global Milk have
continued ignoring the request for any information.
Subsequently in the shareholders meeting of Global Milk held
on 3 December 2015, the Company resolved to put Global
Milk into winding up, subject to further advice from legal
advisers.
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Given the circumstances that the directors of the Company
have been unable to locate complete books and records of the
Company and Global Milk and to get access to the books and
records of the PRC Subsidiaries and in the absence of the
Group’s previous management to explain and validate the true
state of the affairs of the Company for the current and
previous years, it would be extremely difficult and time
consuming to ascertain the true and correct financial position
and profit or loss of the current and previous years for the
Company or to obtain sufficient documentary information to
satisfy themselves regarding the treatment of the transactions
during the years and various balances of the Company, Global
Milk and the PRC Subsidiaries for the current and previous
years. In the Company’s board of directors (the “Board”)’
opinion, any reconstruction of the correct accounting records
would also be almost impossible as it will be necessary to
verify the information with external and independent sources
and such sources may not be available or may be unreliable
due to their connections with the Group’'s previous
management or those responsible for the financial information
which the Predecessor Auditors identified the Potential
Irregularities within and outside of the Group.

As of the date of the financial statements of the Company,
the directors of the Company have used its best effort, to the
extent commercially practicable, to reconstruct the accounting
records of the Company, Global Milk and the PRC Subsidiaries
for the current and previous years applying the best estimates
and judgement based on the information of the Group that
are available to the directors of the Company. However, given
substantial portion of the books and records could not be
located or accessed and the previous management of the
Group did not response to the New Management’'s request,
the Board believes that as at the date of approval of the
financial statements, it is impossible and impractical to
ascertain the transactions and balances of the Company,
Global Milk and the PRC Subsidiaries for inclusion in the
financial statements of the Company since the year ended 31
December 2011. Also, due to substantial portion of the books
and records of the Group for the current and the previous
years could not either be located or accessed, the Board
believes that it is almost impossible, and not practical, to verify
the financial information as reported in the consolidated
financial statements of the Group or financial statements of
the Company for the current and the previous years.
Accordingly, the comparative financial information disclosed in
the financial statements only represents such information as
reported in the financial statements of the Company for the
year ended 31 December 2016 and therefore may not be
comparable with the figures for the current year.
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Given these circumstances, the Board has not consolidated the
financial statements of Global Milk and the PRC Subsidiaries
(collectively referred to as the “De-consolidated Subsidiaries”)
and no consolidated financial statements of the Company were
prepared since the year ended 31 December 2011. As such,
the results, assets and liabilities of the De-consolidated
Subsidiaries have not been included into the financial
statements of the Company since 1 January 2011. The
resulting loss on de-consolidation of approximately
RMB1,583,093,000, which is determined based on the net
asset value of the De-consolidated Subsidiaries as at 1 January
2011 has been recognised in the statement of profit or loss
and other comprehensive income during the year ended 31
December 2011 and the resulting movement of approximately
RMB55,946,000 has been recorded in the statutory surplus
reserve in the statement of change in equity for the year
ended 31 December 2011.

In the opinion of the directors of the Company, the financial
statements as at and for the year ended 31 December 2017
prepared on the aforementioned basis is the most appropriate
way of presenting the results and state of affairs of the
Company as the directors of the Company were unable to
obtain sufficient documentary information to satisfy themselves
regarding the transactions and balances related to the
Deconsolidated Subsidiaries. However, the de-consolidation of
the De-consolidated Subsidiaries is not in compliance with the
requirements of International Financial Reporting Standard
("IFRS”) 10 “Consolidated Financial Statements”. Given the
abovementioned circumstances, the directors of the Company
are unable to ascertain the impact of the Potential
Irregularities with respect to the accounting records and
transactions of the De-consolidated Subsidiaries, if any, and the
de-consolidation of the De-consolidated Subsidiaries on the
financial statements.
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As per assessment by the Board, based on the investigations
carried out by the Forensic Accountants and the information
available at this stage, all identified, required adjustments have
been put through in the financial statements for the year
ended 31 December 2017. Since the investigations may be
ongoing, any further adjustments and disclosures, if required,
would be made in the financial statements of the Company as
and when the outcome of the above uncertainties is known
and the consequential adjustments and disclosures are
identified, and would have a consequential effect on the net
loss of the Company for the year ended 31 December 2017
and net liabilities of the Company as at 31 December 2017.

During the year ended 31 December 2017, the Company
incurred loss of approximately HK$5,099,000. In addition,
following de-consolidation of the De-consolidated Subsidiaries,
the Company become an investment holding company without
conducting other business. It was further disclosed in the
Company’s announcements dated 19 May 2015, 23 November
2015 and 7 June 2016 respectively that the Stock Exchange
has placed the Company in the first delisting stage on 14 May
2015 and subsequently placed in the second and the third
delisting stage on 19 November 2015 and 7 June 2016
respectively pursuant to Practice Note 17 of the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”). These conditions indicate the existence of a
material uncertainty which may cast significant effect on the
Company’s ability to continue as a going concern.
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As disclosed in the Company’'s announcement dated 23 June
2015, on 4 May 2015, the New Controlling Shareholder
entered into a sale and purchase agreement with Global
Courage Limited (“Global Courage”) pursuant to which the
New Controlling Shareholder agreed to sell and Global
Courage agreed to purchase the sale shares, representing of
approximately 60.39% of the entire share capital of the
Company at a consideration of approximately HK$61,019,000,
representing HK$0.1 per sale share.

As disclosed in the Company’s announcement dated 21
December 2016, the Company has submitted a resumption
proposal to the Stock Exchange which contains, among other
things: (i) a share consolidation; (i) proposed acquisition (the
“Acquisition”) of a target group which is primarily engaged in
the operation of a hotpot restaurant chain in the PRC from
the independent investors; (iii) proposed disposal (the
“Disposal”) of the Company’s subsidiaries; (iv) a share placing;
(v) an open offer; and (vi) a whitewash waiver. As the
Acquisition constitutes a very substantial acquisition and
reverse takeover and the Disposal constitutes a very substantial
disposal under Chapter 14 of the Listing Rules and the
Acquisition is also subject to approval of the new listing
application of the Company by the Stock Exchange (the “New
Listing Application”). The Company has re-filed the New
Listing Application to the Stock Exchange on 20 September
2017.

Given the circumstance that there exists potential new
shareholder to invest in the Company and the New Listing
Application, the directors of the Company have adopted the
going concern basis in the preparation of the financial
statements.

Should the Company be unable to achieve a successful
restructuring include but not limit to the New Listing
Application and to continue to operate as a going concern,
adjustments would have to be made to the financial
statements to adjust the value of the Company’s assets to
their recoverable amounts, to provide for any further liabilities
which might arise. The effect of these adjustments has not
been reflected in the financial statements.
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2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
(“IFRSs")

(@) New and revised Standards and Interpretations
in issue and effective

The Company has adopted the following new and
revised IFRSs in respect of the following years:

IFRSs (Amendments) Annual Improvements IFRSs
2014-2016 Cycle

IAS 7 (Amendments) Disclosure Initiative

IAS 12 (Amendments) Recognition of Deferred Tax Assets
for Unrealised Losses

(b) New and revised Standards and Interpretations
in issue but not yet effective

IFRS 1 (Amendments) First Time Adoption of IFRS!

IFRS 2 (Amendments) Classification and Measurement of
Share-based Payment
Transactions'

IFRS 4 (Amendments) Insurance Contracts'
IFRS 9 Financial Instruments'
IFRS 9 (Amendments) Clarifications to IFRS 9 Financial
Instruments?
IFRS 10 and IAS 28 Sale or Contribution of Assets
(Amendments) between an Investor and its

Associate or Joint Venture?

IFRS 15 Revenue from Contracts with
Customers'
I[FRS 15 (Amendments) Clarifications to IFRS 15 Revenue

from Contracts with Customers’

IFRS 16 Leases?
IFRS 17 Insurance Contracts*
[FRIC — Int 22 Foreign Currency Transactions and

Advance Consideration’

IFRIC — Int 23 Uncertainty over Income Tax
Treatments?

IAS 28 (Amendments) Investments in Associates and Joint
Ventures'

IAS 40 (Amendments) Transfers of Investment Property!
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2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
("IFRSs") (Continued)

(b)

New and revised Standards and Interpretations
in issue but not yet effective (Continued)

! Effective for annual periods beginning on or after 1 January 2018,
with earlier application permitted.

2 Effective for annual periods beginning on or after 1 January 2019,
with earlier application permitted.

g Effective for annual periods beginning on or after a date to be
determined.
4 Effective for annual periods beginning on or after 1 January 2021

or when apply IFRS 15 and IFRS 9.

IFRS 9 Financial instruments

IFRS 9 will replace the current standard on accounting
for financial instruments, IAS 39, Financial instruments:
Recognition and measurement. IFRS 9 introduces new
requirements for classification and measurement of
financial assets, including the measurement of
impairment for financial assets and hedge accounting.
On the other hand, IFRS 9 incorporates without
substantive changes the requirements of IAS 39 for
recognition and derecognition of financial instruments
and the classification and measurement of financial
liabilities.

IFRS 9 is effective for annual periods beginning on or
after 1 January 2018, with early adoption permitted. The
Company currently plans to adopt IFRS 9 initially on 1
January 2018.

Expected impacts of the new requirements on the
Company’s financial statements are as follows:
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2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
("IFRSs") (Continued)

(b) New and revised Standards and Interpretations
in issue but not yet effective (Continued)

IFRS 9 Financial instruments (Continued)

Classification and measurement

IFRS 9 contains three principal classification categories
for financial assets: measured at (1) amortised cost, (2)
fair value through profit or loss (“FVTPL”) and (3) fair
value through other comprehensive income (“FVTOCI"):

o The classification for debt instruments is determined
based on the entity’s business model for managing
the financial assets and the contractual cash flow
characteristics of the asset. If a debt instrument is
classified as FVTOCI then interest revenue,
impairment and gains/losses on disposal will be
recognised in profit or loss.

o For equity securities, the classification is FVTPL
regardless of the entity’s business model. The only
exception is if the equity security is not held for
trading and the entity irrevocably elects to
designate that security as FVTOCI. If an equity
security is designated as FVTOCI then only dividend
income on that security will be recognised in profit
or loss. Gains, losses and impairments on that
security will be recognised in other comprehensive
income without recycling.

The Company has assessed the effects of applying IFRS
9 on the Company’s financial statements and does not
expect a significant impact on the recognition of
financial instruments.
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2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
("IFRSs") (Continued)

(b)

New and revised Standards and Interpretations
in issue but not yet effective (Continued)

IFRS 15 Revenue from contracts with customers

IFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. IFRS
15 will replace the existing revenue standards, IAS 18,
Revenue, which covers revenue arising from sale of
goods and rendering of services.

The Company has assessed the effects of applying IFRS
15 on the Company’s financial statements and does not
expect a significant impact on the recognition of
revenue.

Save as described above, the Directors are in the process
of assessing the potential impact of the new and
amended [FRSs but are not yet in a position to
determine whether the new and amended IFRSs will
have a significant impact on how the Company’s results
of operations and financial position are prepared and
presented. The new and amend IFRSs may result in
changes in the future as to how the results and financial
position are prepared and presented.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The financial

statements have been prepared under the

historical cost basis as explained in the accounting policies set
out below.

The financial statements have been prepared in accordance
with IFRSs issued by the International Accounting Standards

Board (“IASB”).

In addition, the financial statements include

applicable disclosures required by the Listing Rules and the
Hong Kong Companies Ordinance.

(a)

(b)

Statement of compliance

The financial statements have been prepared in
accordance with IFRSs issued by the IASB. In addition,
the financial statements include applicable disclosures
required by the Listing Rules and by the Hong Kong
Companies Ordinance (“CO").

Basis of consolidation

The financial statements include the financial statements
of the Company made up to 31 December 2017.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(c)

Business combinations

Business combinations that took place on or after 1
January 2010

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

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

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

o liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the
Company entered into to replace share-based
payment arrangements of the acquiree are
measured in accordance with IFRS 2 at the
acquisition date; and
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(c)

Business combinations (Continued)

Business combinations that took place on or after 1
January 2010 (Continued)

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

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

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

Business combinations that took place on or after 1
January 2010 (Continued)

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

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how the
contingent consideration is classified. Contingent
consideration that is classified as equity is not
remeasured at subsequent reporting dates and its
subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or
a liability is remeasured at subsequent reporting dates in
accordance with IAS 39, or IAS 37 Provisions,
Contingent Liabilities and Contingent Assets, as
appropriate, with the corresponding gain or loss being
recognised in profit or loss.

(c)

EBaot(A)

R—E—FF—H—Hf 2
ETZEFELHE)

HAREREBHAHFPRERE N
ERREIAARELHELZEE
KEBE - SRR ERERNEKE
BHEZAFEFE LFARE
BatmERIREZ—HD
NEERAMENRAE 2R
REAFELHETERAR
HEFAENHERE - st EHME
HELSRIERE T AIEES
WHEBHER —F)BSARRK
BEMETECTERBRZE
SNEREEZHE -

TEERRFTEHRRBR ZEA
REQAFEEH 2 RESTRE
BORRIA S HARELE - 2
BRES ZAARETERNRE
BRERHEHTE HREREE
NREmAAR - DBEREEN
%EZ&%KF%@FIWEJ
QI 395 B BR & 5T £ RIS 37
ﬂﬁﬁ*i%%ﬁ&i%ﬁ%@ﬂ
BRREEREAMEHNTE
HEZBEBERBERARER -

79



80 | Daging Dairy Holdings Limited Annual Report 2017

For the year ended 31 December 2017 # 2 = F—+F+=-HA=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(c)

Business combinations (Continued)

Business combinations that took place on or after 1
January 2010 (Continued)

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

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

(d)

Revenue recognition

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

Revenue from sale of goods is recognised when goods
are delivered and legal title is passed.

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

3.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(e) Leasing

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

classified as operating leases.

The Company as lessee

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

period in which they are incurred.
(f) Foreign currencies

(i) Functional and presentation currency

Items included in the financial statements of each
of the Company’s entities are measured using the
currency of the primary economic environment in
“functional
currency”). The financial statements are presented
in HK$, which is the functional and presentation

which the entity operates (the

currency of the Company.

3.

EZESTHRBEAE)

(e)

(f)

HE

WHE R RG] R A AT AR
AN B R B B & B 5
AZAE T ERRERE - A
HiHEN T BER&EEHE -

AR BE]EREAEA

ReHEENHSEAREE
HARBEREERRAX S
—AREER/RTARKREZER
BEroN - Bl MEBEEELEZ
REMERZEEBRAER - &
EHERTEAZEIAHERNE
ELfHANERSFAX -

o5
(i) IRER SR & B

ARrBEBEENMEHRER
F3IEBAZ B EEM
EMNEIZEERENEE
E(EEER]) - BiE R
KBRS - BILRAR
AIMERIIKRER -



(f)

(9)

2017 F 3R

For the year ended 31 December 2017 #{ %2 = F —+F+ = H =+ —HIFFJ2

Foreign currencies (Continued)
(i) Transactions and balances

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 the income statement,
except when deferred in equity as qualifying cash
flow hedges or qualifying net investment hedges.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the income statement within ‘finance
income or costs'.

Current and deferred tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this
case the tax is also recognised in other comprehensive
income or directly in equity, respectively.

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the jurisdictions where the
Company and its subsidiaries, associates and jointly
controlled entities operate and generate taxable income.
Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax
regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.
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(9)

Current and deferred tax (Continued)

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the financial statements. However, deferred
tax liabilities are not recognised if they arise from the
initial recognition of goodwill and deferred income tax is
not accounted for if it arises from initial recognition of
an asset or liability in a transaction other than a
business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.
Deferred tax is determined using tax rates (and laws) that
have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the
deferred income tax liability is settled.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available
against which the temporary differences can be utilised.
Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
associates and jointly controlled entities, except where
the timing of the reversal of the temporary difference is
controlled by the Company and it is probable that the
temporary difference will not reverse in the foreseeable
future.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(h)

(1)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

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

Retirement benefit costs

Payments to state-managed retirement benefits schemes
are charged as expenses when employees have rendered
service entitling them to the contributions.

Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at costs less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.
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(1)

(k)

Property, plant and equipment (Continued)

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

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

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

Prepaid lease payments

Prepaid lease payments represent payments for leasehold
land and are released over the lease terms on a straight-
line basis. Prepaid lease payments which are to be
released in the next twelve months or less are classified
as current assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

U]

Intangible assets
Intangible assets acquired separately

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

Research and development expenditure

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

An internally-generated intangible asset arising from
development (or from the development phase of an
internal project) is recognised if, and only if, all of the
following have been demonstrated:

o the technical feasibility of completing the intangible
assets so that it will be available for use or sale;

o the intention to complete the intangible asset and
use or sell it;

o the ability to use or sell the intangible asset;

o how the intangible asset will generate probable
future economic benefits;

o the availability of adequate technical, financial and
other resources to complete the development and
to use or sell the intangible asset; and

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

U]

Intangible assets (Continued)

Research and development expenditure
(Continued)

The amount initially recognised for internally-generated
intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in
the period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses, on the
same basis as intangible assets that are acquired
separately.

Intangible assets acquired in a business
combination

Trademarks

Trademarks acquired in a business combination are
identified and recognised separately from goodwill where
it satisfies the definition of an intangible asset and its
fair values can be measured reliably. The costs of
trademarks are their fair value at the acquisition date.
Subsequent to initial recognition, intangible asset with
finite useful life are carried at cost less accumulated
amortisation and any accumulated impairment loss. The
intangible asset will be amortised on a straight-line basis
over its useful lives.

Gains and losses arising from derecognition of an
intangible assets, measured as the difference between
the net disposal proceeds and the carrying amount of
the assets, are recognised in profit or loss when the
asset is derecognised.
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(m) Impairment of tangible and intangible assets

other than goodwill

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

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

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or the cash-
generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or
loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(m) Impairment of tangible and intangible assets

(n)

(o)

other than goodwill (Continued)

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

Inventories

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

Related parties transactions

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

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

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

(i) has significant influence over the Company;
or

(i) is a member of the key management

personnel of the Company or of a parent of
the Company.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

Related parties transactions (Continued)

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

(i)

(iii)

(iv)

(vi)

(vii)

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

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

Both entities are joint ventures of the same
third party.

One entity is a joint venture of a third entity
and the other entity is an associate of the
third entity.

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

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

A person identified in (a)(i) has significant
influence over the entity or is a member of
the key management personnel of the entity
(or of a parent of the entity).
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

(p)

Related parties transactions (Continued)

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

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

A related party transaction is a transfer of resources,
services or obligations between the Company and a
related party, regardless of whether a price is charged.

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

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

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

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

Financial instruments

Financial assets and financial liabilities are recognised in
the statement of financial position when a group entity
becomes a party to the contractual provisions of the
instruments.
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Financial instruments (Continued)

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

Financial assets

The Company’s financial assets are classified into loans
and receivables. Loans and receivables are non-derivative
financial assets with fixed or determinable payments that
are not quoted in an active market. At the end of each
reporting period subsequent to initial recognition, loans
and receivables (including prepayments and bank
balances and cash) are carried at amortised cost using
the effective interest method, less any identified
impairment losses (see accounting policy on impairment
loss on financial assets below).

Effective interest method

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

Interest income is recognised on an effective interest
basis for debt instruments.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p)

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

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

The objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

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

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets, such as
prepayments, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Company’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
average credit terms of the customers, as well as
observable changes in national or local economic
conditions that correlate with default on receivables.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p)

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

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate.

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

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

(p)

Financial instruments (Continued)
Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance of
the contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument.

Equity instruments

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

Financial liabilities

Financial liabilities (including accrued expenses and other
payables and borrowings) are subsequently measured at
amortised cost, using the effective interest method.

Effective interest method

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

Interest expense is recognised on an effective interest
basis and is included in finance costs.
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Financial instruments (Continued) (p) €EMIAE
Derecognition AU TER

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the financial
assets are transferred and the Company has transferred
substantially all the risks and rewards of ownership of
the financial assets.

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

On derecognition of a financial asset other than in its
entirety (e.g. when the Company retains an option to
repurchase part of a transferred asset or retains a
residual interest that does not result in the retention of
substantially all the risks and rewards of ownership and
the Company retains control), the Company allocates the
previous carrying amount of the financial asset between
the part it continues to recognise under continuing
involvement, and the part it no longer recognises on the
basis of the relative fair values of those parts on the
date of the transfer. The difference between the carrying
amount allocated to the part that is no longer
recognised and the sum of the consideration received for
the part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A
cumulative gain or loss that had been recognised in
other comprehensive income is allocated between the
part that continues to be recognised and the part that is
no longer recognised on the basis of the relative fair
values of those parts.
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3.

4.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p) Financial instruments (Continued)
Derecognition (Continued)

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

KEY SOURCE OF ESTIMATION

In the application of the Company’s accounting policies, which
are described in note 3, the directors of the Company are
required to make judgments, estimates and assumptions about
the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.
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The following are the key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

(@) Estimated impairment loss in respect of
prepayments

As explained in note 3, prepayments are initially
measured at fair value, and are subsequently measured
at amortised cost using the effective interest method.
Appropriate allowances for estimated irrecoverable
amounts are recognised in profit or loss when there is
objective evidence that the asset is impaired.

The identification of bad and doubtful debts requires the
use of judgement and estimates of expected future cash
inflows. Where the expectation is different from the
original estimate, such difference will impact carrying
value of prepayments and recognised as doubtful debts
expenses in the year in which such estimate has been
changed. The directors of the Company are satisfied that
this risk is minimal and no allowance for doubtful debts
was provided during the year ended 31 December 2017
(2016: HK$NIl). The carrying amount of prepayments as
at 31 December 2017 was approximately HK$186,000
(2016: HK$14,000).
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4,

5.

+

KEY SOURCE OF ESTIMATION (Continued)

(b)

(c)

Useful life and residual value property, plant
and equipment

The management determines the residual value, useful
lives and related depreciation charges for its property,
plant and equipment. These estimates are based on the
historical experience of the actual residual value and
useful lives of plant and equipment of similar nature and
functions and may vary significantly as a result of
technical innovation and keen competition from
competitors, resulting in higher depreciation charge and/
or write-off or write-down of technically obsolete assets
when residual value or useful lives are less than
previously estimated. The carrying amount of property,
plant and equipment as at 31 December 2017 was
approximately HK$Nil (2016: HK$Nil).

Income tax

The Company is subject to income tax. As a result of the
fact that certain matters relating to the income tax have
not been confirmed by the local tax bureau, objective
estimates and judgements based on currently enacted tax
laws, regulations and other related policies are required
in determining the corporate income tax, where the final
tax outcome of these matters is different from the
amounts originally recorded, the differences will impact
the corporate income tax and tax provisions in the
period in which the difference arise.

REVENUE AND SEGMENT INFORMATION

No revenue and segment information were presented as the
Company did not conduct business during the year.
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For the year ended 31 December 2017 # 2 = F—+F+=HA=+—HIFE

LOSS BEFORE TAXATION 6. BRBAIEGIE
The Company's loss before taxation is arrived at after charging RAEIBRIATES B E IR T 51 5018 -

the amounts as set out below.

2017 2016
—E 4 —E—RF
Note HK$'000 HK$'000
B 5 FHB T FAT
Loss before taxation has been LMBRTIZEEZSN
arrived at after charging: B A A B 18
Staff costs (including directors’ BEIXRA(BRIEES
emoluments): ) -
— Salaries and wages — I& K 600 600
— Retirement benefit scheme — RIREFTEIH R
contributions 12 12
612 612
Auditors’ remuneration % B8 Aih 3 B 530 550
DIRECTORS’ AND EMPLOYEES’ 7. EEREEFH
EMOLUMENTS
(a) Directors’ emoluments @) EE=HmM
2017 2016
—E 45 T RF
HK$'000 HK$'000
FTH T FAT
Directors )
— Basic salaries, housing allowances, — EA#FH ¢ « FEZ -
other allowances and HAan 2R R B Y EF
benefits-in-kind 600 600
— Contributions to retirement plans — RRETEI K 12 12

612 612
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For the year ended 31 December 2017 # 2 = F—+F+=-HA=+—HIFE

7. DIRECTORS’ AND EMPLOYEES’ 7. EEREEFME)
EMOLUMENTS (Continued)
(a) Directors’ emoluments (Continued) () EE=FHME)
Details of the emoluments paid or payable to the B A5 3k FE M Bl AR A 5] = = i B
individual directors of the Company are as follows: EAENE

Year ended 31 December 2017
BE-_E—+tH5+-A=1+—BLEE

Retirement
benefit
Directors’ scheme Other
Fees contributions emoluments Total
BIKEF
BEEWS bE RN H fth 7 BN W
HK$'000 HK$'000 HK$'000 HK$'000
FEx FET FET FET
Executive directors: HITES:
— Dr. Choi Chiu Fai, Stanley, — ZEEE L ([8iE L))
("Dr. Choi") (note i) (B 5£1) 120 6 — 126
— Mr. Choi Ka Wai, (“Mr. Choi") — BEEREE(EXED
(note ii) CBft &% i) 120 6 — 126
Independent non-executive directors: HY FHITEE :
— Mr. Ha Kee Choy Eugene, — BEEAEAETERE)D
(“Mr. Ha") (note vi) ( Bff 7 vi) 120 — — 120
— Mr. Szeto Tat Kwan Brandon — AlfEEmE A ((AEEE D
(“Mr. Szeto”) (note vii) (B 7 vii) 120 — — 120
— Mr. Fok Wai Ming Eddie — ERALE(ELRED
(“Mr. Fok”) (note viii) ( Bf 5 viii) 120 — — 120

600 12 — 612
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For the year ended 31 December 2017 # 2 = F—+F+=HA=+—HIFE

7. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(a)

Directors’ emoluments (Continued)

Details of the emoluments paid or payable to directors of

the Company are as follows:

7. EBEREEHMAE

() EE=%HMA)

ERESATEVNGE £ 21 =1
o

Year ended 31 December 2016
HEZZ—R"F+-A=1+—HILFE

Retirement
benefit
Directors’ scheme Other
Fees contributions emoluments Total
ROKAEF
EEHe Bk RGN H ftb, %7 B “®E
HK$'000 HK$'000 HK$'000 HK$'000
FET F#& T FH& T F#& T
Executive directors: HITES:
— Dr. Choi (note i) — BEHEHEL((REL])
(Fft 5E0) 120 6 = 126
— Mr. Choi (note ii) — BEERELE(EXED
a0 120 6 = 126
— Mr. Wang Delin, (“Mr. Wang”) — FEMEETEXE]D
(note iii) (Bt 2Eiii) — - — -
— Mr. Ng Kwong Chue Paul, (“Mr. Ng”) — R X B L4 (R &4 )
(note iv) (Bt aEiv) — — — —
Non-executive director: HTES:
— Ms. Kou Mei In, (“Ms. Kou") —EEHLT(TextL))
(note v) (B & V) — — — —
Independent non-executive directors: B FHITE S :
— Mr. Ha (note vi) — B 5 A& (FifaEvi) 120 = = 120
— Mr. Szeto (note vii) — & fE 5 A (Bt R vii) 120 — — 120
— Mr. Fok (note viii) — B 5t & (M 7 viil) 120 — — 120
— Mr. Sze Lin Tang, (“Mr. Sze") — MEEEEE(THEEE]D
(note ix) (Bt =Eix) — = = =
— Mr. Qiu Xiaohua, (“Mr. Qiu") — BB EL A (BB AE]D
(note x) G — — — —

600 12 — 612
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Daqing Dairy Holdings Limited Annual Report 2017

7. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(a)

Directors’ emoluments (Continued)

During the year

ended 31 December 2017, no

remuneration was paid by the Company to the directors
of the Company as an inducement to join or upon
joining the Company or as compensation for loss of
office (2016: Nil).

Notes:

iii)

v)

Vi)

vii)

viii)

Dr. Choi was appointed as executive director and chairman of the
Company with effect from 29 January 2016 and 19 February
2016 respectively.

Mr. Choi was appointed as executive directors of the Company
with effect from 29 January 2016.

Mr. Wang was appointed as executive director and chief executive
officer of the Company with effect from 18 August 2011 and
resigned as executive director and chief executive officer of the
Company on 19 February 2016.

Mr. Ng was appointed as executive director of the Company with
effect from 5 September 2013 and resigned as executive director
of the Company with effect from 19 February 2016.

Ms. Kou was appointed as non-executive director of the Company
with effect from 5 September 2013 and resigned as non-
executive director of the Company with effect from 19 February
2016.

Mr. Ha was appointed as independent non-executive director of
the Company with effect from 29 January 2016.

Mr. Szeto was appointed as independent non-executive director
of the Company with effect from 29 January 2016.

Mr. Fok was appointed as independent non-executive director of
the Company with effect from 29 January 2016.

Mr. Sze was appointed as independent non-executive director of
the Company with effect from 5 September 2013 and resigned
as independent non-executive director of the Company with
effect from 19 February 2016.

Mr. Qiu was appointed as independent non-executive director of
the Company with effect from 1 January 2014 and resigned as
independent non-executive director of the Company with effect
from 19 February 2016.

7.

ESkEEFME)

(a)

i 210¢ )
NBE-_F—LF+-A=+—

AIEFE  ARRLEFARQ
%?iﬁ%ﬁ@ﬂ CMERMBE AT

2,

S BN S R BER A E A B S (=

al
5

TRE ) -

f

iii)

Vi)

vii)

viii)

FAN

EEL AR -_B—RE—A-+
NARZ=ZZ—R"F=ZA+NAH -

BEEER_FT—RF—HA=_1thA
BZERRNRRANTES -

ITARERZEREARNTEER
TRER R_E——FNATN
BREAEXR UERR-_F—XRF_H
THAEBEARBARTESERITR
A -

REEB_ZT—=FNLARAAREE
ZERADAINGTESE  RE-F
—REZATHhHARBEBREARRT
HITES -

BRTAZE—=FNLARAAREE
ZERAKARFHTES REZ
EZ-RE_ATNBRERELARD
AEATES -

BEENRZZ-—RE-—A=-tAIA
BREARARBBILIFATES -

AEEER=ZZE—R"E—A=1Th
BEZEAARARIBILIFENITE
=,

BEEERT-—R"E—A=-t+NA
ERERARBBILIERTES -

BELEE_ZT-—=FALARAREE
ZERAARBULIIERITESE R
B-Z—R"EF_ATNAEEEHE
ARBBILIFPNTES °

BEER—FT-—NF-—A—HEZ
ERARABILERTES KB
—E-RE_ATNAAREREAR
REAVBIUFATES °
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7. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(b)

Employees’ emoluments

Of the five individuals with the highest emoluments in
the Company, Five were directors of the Company for
the year ended 31 December 2017 (2016: Five were
directors of the Company), details of whose emoluments
are included in the disclosures above.

The emoluments of the remaining individual during the
year ended 31 December 2017 (2016: None) were as
follows:

2017 £ REAXZERERAF

7. EEREEHFME)

(b)

& 8 %7 i

REBEE-_T—tF+=-_A=+—
BIEFEE  ARFHZRSHFA
THERZRAEARAES(ZE—
NE RABEAEARRESR) BE
TMAEBRN EXHES -

REBEZE-_ZE—tF+_A=+—
BEEFE FEAL(CE—X
FOENFMMAOT

2017 2016
—2—tF  CFAF
HK$'000 HK$'000
870 T

Salaries and allowances BN X Bh
Retirement benefit scheme contributions & 4k & FI| 5 £ 4

During the years ended 31 December 2016 and 2017,
the emoluments of each of the five highest paid
individuals were within the band of nil to
HK$1,000,000.

During the year ended 31 December 2017, no
remuneration was paid by the Company to any of the
five individuals with the highest emoluments in the
Company as an inducement to join or upon joining the
Company or as compensation for loss of office (2016:
HK$Nil).

h
A

HE_FT—XRNFER_FT—t&+
—A=+—BLEEE IEmS
FATZEHNEHAEANTEE
1,000,000/8 T Z #3&

RBE-_ZT—+tF+-_A=+—
BIE&E  ARRILERARF]
TEEEmFALIANME (ZF—
NECZTET) UERNBEAR
RSB IERREBMENIE -
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For the year ended 31 December 2017 {2 = F —+F+=-H=+—HIFZ

8.

INCOME TAX EXPENSE

8. FiEHAX

Hong Kong Profits Tax rate was 16.5% (2016: 16.5%). No EBFNEHEAEI65% (T —KF:
provision for Hong Kong Profits Tax has been made as the 16.5%) © BRAR T NE AR ERHE
Company did not have any assessable profit arising in Hong EXAFEMERB AN NI EBELHE

Kong for the year.

B HEE -

The income tax expense can be reconciled to the loss before AT EBEa Rk EMmE2EKRER
taxation per the statement of profit or loss and other AR ABEEERNT

comprehensive income as follows:

2017 2016
s+ ZE—RF
HK$°000 HK$'000
THET FET
Loss before taxation BB Al 18 (5.099) (8,835)
Tax at the Hong Kong tax rates REBREIMIE (841) (1,458)
Effect of unrecognised deductible losses and < #& 52 A] #K 31 /&5 18 2
deductible temporary differences AEMERTEERD

Ta 841 1,458

DIVIDEND 9. KA
No dividend has been paid or proposed by the Company ARNrREBE_E—+tF+=—_RA=+—
during the year ended 31 December 2017 (2016: HK$Nil). BHIEFE &SR EREMKE (=

BE—NF:FHET)
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For the year ended 31 December 2017 # 2 = F—+F+=HA=+—HIFE

10. LOSS PER SHARE ATTRIBUTABLE TO 10. 2R HEEABLEEBRELRE
OWNERS OF THE COMPANY B
The calculation of the basic loss per share attributable to RAREBABRGEERERNEE TR
owners of the Company is based on the following data: BTIHEAE:
2017 2016
—E-—tF ZE-RF
HK$'000 HK$'000
FHET FAT
Loss B8

Loss for the year attributable to owners of the R &t & & I & A E#E
Company for the purpose of basic loss per ZARAEHEB AEG

share FREIE (5.099) (8,835)
2017 2016
—E—+t5F ZE—RF
Number of shares R#%H &8
Weighted average number of ordinary shares F R &t & & % H A E 18
for the purpose of basic loss per share ZE R NE TR 1,010,500,000 1,010,500,000
Diluted loss per share were same as the basic loss per share as BRAMEFENSEETHETRR

there were no potential dilutive ordinary shares in both years. HMEREEHEEEGREREEER -
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For the year ended 31 December 2017 # 2 = F—+F+=-HA=+—HIFE

11. PREPAYMENTS 11. A RIE
As at As at
31 December 31 December
2017 2016

R=B—tf R-F-—A%F
+=A=t-B +=A=+-8

HK$'000 HK$'000
FTET FAT
Prepayments SEENE- @] 186 14
186 14
12. BANK BALANCES AND CASH 12. RITERREE

As at 31 December 2017, the Company's bank balances carry RZFE—tF+ZA=+—H A2dA
market interest rate of 0.01% per annum (2016: 0.01% per BRITAEERIZ T 5 F A E0.01% (ZF

annum). —NEFFEME0I%)ETE
The Company’s bank balances and cash denominated in the RARKMBRITESREKIBIEEEFE

following currencies: N

As at As at
31 December 31 December
2017 2016

R=B—tf R-F-—X%F
+=A=t-B +=A=+-8

HK$'000 HK$'000
F#&E T FE T

Currency: B
United States dollars e 44 44

HK$ BT 36 31
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For the year ended 31 December 2017 #{ %2 = F —+F+ = H =+ —HIFFJ2

As disclosed in note 32 of the Group’s consolidated financial
statements for the year ended 31 December 2010 (the “2010
Financial Statements”), a bank balances and cash amounted to
approximately RMB11,523,000 was recorded on the statement
of financial position of the Company at 31 December 2010.
Except for bank balances of approximately RMB3,000, the
directors of the Company have been unable to locate the bank
accounts and whereabouts of the bank balances and cash. The
Company engaged the Forensic Accountants to conduct
investigations, including (i) send letters to the Predecessor
Auditors to request them provide the relevant bank
information; and (ii) send letters to banks in Hong Kong
(including licensed banks, restricted licensed banks and
deposit-taking companies) (collectively referred as to the
“Banks”) to make enquiry on whether the Company
maintained any bank accounts in the Banks. However, as of
the date of approval of the financial statements in the
previous years, the Predecessor Auditors only replied that the
relevant information was not available as it was located in
their PRC office. In addition, no Banks has indicated the
existence of any bank accounts of the Company up to the
date of these financial statements in the previous years. Given
these circumstances, the directors of the Company recognised
a loss of approximately RMB11,520,000 as other suspense
accounts in the statements of profit or loss and other
comprehensive income for the year ended 31 December 2011.

HUAEFEEHEEZE—ZT—ZFF+_A=1+
—HEFENGEWBRER(ZZ2—F
FEHEHRERDMEAWE - BT
#h MR & # A R¥11,523,000 E 52 A
RARIRZE—ZTF+_A=+—H2Z
AR RE - BRTHARME3 0002
IRITRBRIN  ARREB R TRTT
REARZERTERLKREHTE -
RAREREEZESFAELAE - 8
E()VEE TR EZ SR ERE TR MH
HERTER: KB ETFTEESZR
T(BIEFEERIT  ARHERIRITR
EXFRAa) (S BI&ERT) &
HARNR R EEZERITHAR TEMR
TERE - A - RIBAEFE M BRI
ERE AT ERERAREEIER
AR - AEKRE LA ZEEE
FRZBHERE - N BHEBREFERZ
LM mERABIE  ZERTHARE
EEMARRBRITEFLTFE - EEE
ZEBR AR EEREE=ZT——
FH+-_A=+—HLEFEZEBE=zREM
PEBEEREREBEOARK
11,520,0007T & H b & R BR 18 o
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For the year ended 31 December 2017 #{ %2 = F —+F+ = H =+ —HI F )2

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to books and records of the Company, including
books and records of certain bank transactions of the
Company took place for the current and the previous years.
Given incomplete books and records of the Company and the
Company’s previous management did not response to the
request for information, it would be impossible and
impracticable to ascertain these bank transactions which took
place for the current and the previous years and to obtain
sufficient documentary information to satisfy themselves
regarding the nature, completeness, existence and accuracy of
the bank transactions. Given these circumstances, the directors
of the Company have recognised (i) losses of approximately
HK$10,543,000 and HK$2,538,000 in respect of the aggregate
amounts of the credit balances of bank transactions took place
during the vyears ended 31 December 2012 and 2013
respectively as other suspense accounts in the statements of
profit or loss and other comprehensive income for the years
ended 31 December 2012 and 2013 respectively; and (ii)
liabilities of approximately HK$13,142,000 in respect of the
aggregate amounts of the debit balances of bank transactions
took place during the year ended 31 December 2012 and
2013 as other payables in the statements of financial position.

BN GRS 2AHEE - AR A
BEERERIREBAAREM&L
B BRARIRAFERBAFEE
TETRORXSZIEMEEE - ARA
NE R & EETNTEERAAFREE
BETELDEEANZIRERNGER &
EANER LHUBTRATERB
EEEETZZEROTRIEIER R
NEEREESEEMZERTRIIN
ME REZE FERER - ER
WEBR  ARAEEE) DB RE
E- T —FR-_F—=HF+-_F=++
—AEFEETRITIRIZEEEHE
BoNEHE-_ZT——HFN_FT—=
F+_A=Z+-—BHULUEFEZBZRHEA
2H =R EREIEX10,543,0007 7T
52,538,000/ 7T 2 E A & K BRIE ¢ K (i)
BREBE—_TE——FR-_FT—=F1+=
A=+ BLEEHETERARGZEN
EHRBTE EVBERAREREEY
13,142,0007% 7t /& E fth J& {5 5K I8 -
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As at
31 December
2016
R=—F—RF
+ZRA=+—H
HK$'000
THET
Accrued expenses FERTRX 4,254
Amount due to a deconsolidated subsidiary FEREUE 4R & AR
it /88 2~ 7 51 A 1,028
Amount due to related parties JE{ST 8 & 5 5 IA 15,321
Other payables H b JE 1 5118 17,694
38,297
As disclosed in notes 2.1 and 12 to the financial statements, SN SR E M T2 AR I2FF IR E - AN
the directors of the Company have been unable to locate and AEEREXRIREBHDAD T REUY
to get access to the complete books and records of the CAANENBAT Y R EMRIEE -
Company and the De-consolidated Subsidiaries. In addition, the WM RABEERERIRAEER
directors of the Company have been unable to locate books BEEEEATETRASS Y EMRE
and records of certain bank transactions took place for the 042 MARBEMRERRETRTEIU R A
current and the previous years. Given the incomplete books EEMIESTEBYEQEL NS
and records and the previous management of the Group did KHEsk MEEIRETER FHURET
not response to any request for information, it would be RNEBE-_T——F T —EFK_-F
impossible and impracticable to ascertain these bank —=E I EEEFTYZERARE o B
transactions took place for the years ended 2011, 2012 and BEREXREEFEREEEMZEIR
2013. It would also be extremely difficult and time consuming AXEHHE REE . FENE
to obtain sufficient documentary information to satisfy WM ARERER HERHE
themselves regarding the nature, completeness, existence and BN ARREEEORREBE_Z—
accuracy of these bank transactions. Given these —ER-E—=F+-_A=+—HIt&
circumstances, the directors of the Company have recognised EBHARARSIIEFEHEEEDR
(i) liabilities of approximately HK$13,142,000 in respect of the B & #913,142,000% 7T 5 & (i) gt A~ A 7
aggregate amounts of the debit balances of bank transactions EEREHRINEEEMEDEE - REt
took place for the years ended 31 December 2012 and 2013; TEHR SR R B A & 494,552,000 7T ©
and (ii) liabilities of approximately HK$4,552,000 in respect of
the directors of the Company have been unable to locate
relevant books and records in the statements of financial
position.
Amounts due to related parties were interest-free and [ENREETZEAR B RIREREE o

repayable on demand.
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14. SHARE CAPITAL 14. BAE
Number of Share capital
shares g A<
g 4=| HK$'000
FExT
Ordinary shares =Rl
Authorised: ETE
As at 1 January 2016, 31 December RZZTE—XR"F—HA—H ZZT— X
2016, 1 January 2017 and F+-A=+—H ZFT—tF
31 December 2017 —A—BRR-FE—tHt+-RA=
38,000,000,000 380

(HK$0.00001 each)

+—B (& /%0.00001% 7T)

Number of Share capital
shares B A<
BRHEE HK$'000
FHExT
Issued: 2817
As at 1 January 2016, 31 December —Z—X&F—HA—H
2016, 1 January 2017 and —E-RE+tZHA=+—8"
31 December 2017 e = el = 4
—T—+&+-_A=+—8H 1,010,500,000 10
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As set out in note 15 to the interim condensed consolidated
financial statements of the Group for the six months ended 30
June 2011 which were authorised for issue on 18 August
2011 (the “2011 Interim Report”), the Company’s share option
scheme (the “Scheme”) was adopted pursuant to a resolution
passed on 10 October 2010 for the purpose to reward the
directors and employees who have contributed to the Group
and to encourage the directors and employees to work
towards enhancing the value of the Company and its shares
for the benefit of the Company and its shareholders as a
whole, and will expire on 9 October 2020. Under the Scheme,
the board of directors of the Company may grant options to
eligible employees, including directors of the Company and its
subsidiaries, to subscribe for shares in the Company.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme of the
Company shall not, in the absence of shareholders’ approval,
in aggregate exceed 10% in nominal amount of the aggregate
of shares in issue on the listing date.

The maximum number of shares issued and to be issued upon
exercise of the options granted to each grantee under the
Scheme in any 12-month period shall not exceed 1% of the
shares in issue for the time being.

Where any further grant of options to a director or employee
would result in the shares issued and to be issued upon
exercise of all options granted and to be granted to such
person (including exercised, cancelled and outstanding options)
in the 12-month period up to and including the date of such
further grant representing in aggregate over 1% of the shares
in issue, such further grant must be separately approved by
shareholders in general meeting with such director or
employee and his associates abstaining from voting. The
Company must send a circular to the shareholders disclosing
the identity of the director or employee in question, the
number and terms of the options to be granted (and options
previously granted to such director or employee) and such
other information required under the Listing Rules.

MG ER—F——FNATNBT
BZARRBE_T——FXA=1H
EARBAZHHHRE (T ——FHH
WED M5 EE - AR F R ER
E(ZFAEDIRER - —ZF+H
TEHBBMREZREMR UEBHSA
SEFLERNESERES  YEBE
ENEEBIRA/ARARERRZ
BRMNMAEMBEARRARREKROOE
B ZtgBR_ZE_ZTF+ANEE
e REBEZFE  ARREZEHEM
REREEB(BEARRLENE QT
E)RLBERE URBARAK

{/\ ®

R RAL & - BIBEBARRD T Z A8
TEROEOMEERBEETEMETHY
BN EeHEAETFSHAR EMA
BEERTROBEREENIS °

AITEREZAAERTEARANE
PRI T BT R TETHORN
FERNTAREANEESZ T GERE
FEETRNZ1% °

MEEFFEBE-—FPREBRE &
ERERBERBREZE-—IERLA
HIEREARRAMEERTFRERT
ZAANTHRBERE(BREESITE - EH
Ko i RIT R FRE R HE) BT R B AT
BOE&BTEITRODALXBEDET
BDEI1%  ZE—FRO VAR S
BRRRBRRRS L E MEFHE
BEREBMEBEATARZBRARE LR
BRE - ARRAMARBRFHBE -
BREESSHEENSD  HTERLH
BREUUEEMAZESHEERH
BB AR HE) BB Rk U RZEFRE
EHRARENEAME R o
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15.

16.

SHARE-BASED PAYMENTS (Continued) 15.

At any time, the maximum number of shares which may be
issued upon exercise of all options which then have been
granted and have yet to be exercised under the Scheme shall
not in aggregate exceed 30% of the shares in issue from time
to time.

No share options have been granted pursuant to the Scheme
during the years ended 31 December 2016 and 2017.

FINANCIAL INSTRUMENTS 16.

(@) Categories of financial instruments

UBROAERNRE

REMERE - JERTEMBERE R
o R R AR IR R AT B E 1T A B AR A
MTABTHRNDESHEEGHTER
BARFEETRMDM30% o

REE—ZTE—XRFE_Z2—tF+_A
=+ —HLEFE  BEREERETS
B o

S|

TRMIA

(@ EMIAZTE

2017 2016
—E—tF —E—RF
HK$'000 HK$'000
TET TE T
Financial assets EWMEE
Loan and receivables (including ER Rk ERSR(BERTT
bank balances and cash) EHEEE) 80 75
Financial liabilities tMEas
Amortised cost B 8 B AR 43,573 38,297

(b) Financial risk management objective and
policies

The Company’s major financial instruments include bank
balances and cash and accrued expenses and other
payables. Details of these financial instruments are
disclosed in respective notes. The risks associated with
these financial instruments and the policies on how to
mitigate these are set out below. The Company manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.

There has been no change to the Company’s risk
exposure in respect of financial instruments or the
manner in which it manages and measures the risks.

(b) EREMEEEEREE

ARAMEESH TABREIRT
HEHMATREAX - %FE
BMTANFBRERERENE
WeBlzZELRITARBNERR
Ko gnfe] B AR R RO BR SR B T3
ARREEE K B 12 % 5 B DA
REBERMETEERE

ARA RS B T A R & & B sk
HEERAMHERN T AHER
) o
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16. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objective and
policies (Continued)

Market risk
Foreign currency risk

The Company operates in Hong Kong. There is no
material foreign exchange risk noted for the Company as
the operations and customers of the Company are
located in Hong Kong with most of the assets and
transactions denominated and settled in Hong Kong
Dollars, which is the functional currency of the
Company.

Liquidity risk management

The Company manages liquidity risk by regularly
monitoring current and expected liquidity requirements
and ensuring sufficient liquid cash and intended credit
lines of funding from major financial institutions to meet
the Company’s liquidity requirements in the short and
long term. The liquidity risk is under continuous
monitoring by management. The Company will raise or
refinance bank borrowings whenever necessary.

At the end of the reporting period, the Company did not
have significant exposure to liquidity risk.

The contractual maturities at the end of the reporting
period of the Company’s financial liabilities which are
required to be repaid on demand or within one year
amounted to approximately HK$43,573,000 (2016:
HK$38,297,000).
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16. FINANCIAL INSTRUMENTS (Continued)

16. SR T B (4&)

(b) Financial risk management objective and (b) eHEAREEEERBEK
policies (Continued) (#&)
Liquidity risk management (Continued) REELEREEE(E)
Weighted
average On demand Total
effective or  Between contractual Total
interest less than 1and 5 Over undiscounted carrying
rate 1 year years 5 years cash flows amount
MEFH RERIR RFRER
F = —Fh —5ZIF BBEFE RERELE HR T 48 8
% HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
% FTET TERT TERT TET TER
At 31 December 2017 R=Z—t#&
TEHEFr=E
Non-derivative instruments FTETHR
Accrued expenses A% - 3,004 - - 3,004 3,004
Amount due to a BT BLEE AR
deconsolidated subsidiary Z W B AR KE — 1,028 — — 1,028 1,028
Amount due to related parties eI E 7 A - 21,847 - - 21,847 21,847
Other payables HoAth JE 1 TR IE — 17,694 — — 17,694 17,694
43,573 — — 43,573 43,573
Weighted
average Total
effective  On demand Between contractual Total
interest  or less than 1and 5 Over undiscounted carrying
rate 1 year years 5 years cash flows amount
MEFE  RERER RITRELR
kS —Fx —FERF HBLF BRERELEE KELE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% FET FET FET FET FiExT
At 31 December 2016 RZZ-—REF
+=ZA=+—-H
Non-derivative instruments FITETAR
Accrued expenses B HAX = 4,254 = = 4,254 4,254
Amount due to a ERTBEEAR
deconsolidated subsidiary Z M B AR KA — 1,028 — — 1,028 1,028
Amount due to related parties EREER KA = 15,321 = = 1,5321 15,321
Other payables Hh e 5008 = 17,694 — — 17,694 17,694
38,297 — — 38,297 38,297
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(c) Fair value of financial instruments

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities
recorded at amortised costs in the financial statements
approximate to their fair values.

The Company’s primary objectives when managing capital are
to safequard the abilities of the entities in the Company to
continue as a going concern, so that it can continue to
provide returns for shareholder of the Company and benefits
for other stakeholders, by pricing products and services
commensurately with the level of risk and by securing access
to finance at a reasonable cost.

The directors of the Company actively and regularly review and
manage the Company’s capital structure to maximise the
returns to shareholder through the optimisation of the debt
afforded by a sound capital position, and make adjustments to
the capital structure in light of changes in economic
conditions. The Company’s overall strategy remains unchanged
from 2016.

Consistent with others in the industry, the Company monitors
its capital structure on the basis of the gearing ratio. At 31
December 2017, the Company’s gearing ratio was undefined
because the Company did not have any borrowings at the end
of each reporting period.
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18.

19.

20.

RETIREMENT BENEFIT PLANS

The employees of the Company in the PRC are members of a
state-managed retirement benefits plans operated by the PRC
Government. The Company is required to contribute a
specified percentage of its payroll costs to the retirement
benefits scheme to fund the benefits. The only obligation of
the Company with respect to the retirement benefits plans is
to make the specified contributions under the scheme.

The amounts of contributions made by the Company in
respect of the retirement benefit plans during the year ended
31 December 2017 are disclosed in note 6.

RELATED PARTY TRANSACTIONS
(@) Balances with related parties

Save as disclosed in notes elsewhere to the financial
statements, the Company did not have any significant
material related party transactions during the year.

(b) Key management personnel emoluments

The remuneration for key management is disclosed in
note 7.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed elsewhere in the financial statements, the
Company had the following events after the end of the
reporting period:

(@) The 29 January 2018 announcement

The Company is providing further information to the
regulators in relation to the second new listing
application and the circular (including, among other
things, the financial information of the Group and the
target group) to be despatched to the shareholders of
the Company.

(b) The 28 February 2018 announcement

The Company is preparing further information, including
but not limited to the financial information of the
Company and the target group, to the regulators and
addressing any comments they raised in relation to the
new listing application and the resumption.
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21.

22.

For the year ended 31 December 2017 # £ — & —+

INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

The statement of financial position and the statement of
changes in equity of the Company are set out in page 60,
page 61 and page 62 respectively.

INVESTMENT
SUBSIDIARIES

IN THE DE-CONSOLIDATED

As explained in note 2.1, the directors of the Company were
unable to locate and to get access to the complete books and
records of the Company and the De-consolidated Subsidiaries
for the current and the previous years and the previous
management of the Group did not response to any request for
information. The financial results, assets and liabilities of the
De-consolidated Subsidiaries have not been included in
financial statements of the Company and no consolidated
financial statements were prepared since 1 January 2011.
Details of the De-consolidated Subsidiaries at the end of the
reporting period are set out as below:

21.

22.

Issued and fully paid

Place and date of

share capital/

2017 £ REAXZERERAF

FF+=ZA=+—H

BRAARQRMBMRRARNER

KRR ZHBHRARRERESHEK D
B R EOE « 618 K F62H °

REBUBE&GZR &
&

AN ISR R EA 2T E - AR A
EEREXRIRERALT REUBE
EAERMNBARREN R BEFE 2T
BEMEEGEARAEBREEREE
WEBEFMNERNBERK - BUELE
ARMBRARI M BEE BERSE
ERBETALRRMEREEE - —
—F—H— Eﬁ_ﬁ%m?ﬁ%,m/\ﬁﬂﬁ%iﬁ
ReoREBMREIHEAEARKEB A
EjZEi’%%W'JﬁDT-

AMRMEB AR 2K

Attributable

equity interest

IFFE

Name incorporation/establishment registered capital held Principal activities
ERTRBRRE BEZEM

£ R AL ARt B R B &E i AR 2K BRiE FEXHK

Global Milk The Republic of Singapore S$1 100% Investment holding
15 September 2006

Global Milk 00 3 A0 1T ®EERK
—ETRFENATEH

Da Qing Dairy The PRC RMB638,000,000 100% Manufacture marketing and sales
29 October 1997 of dairy products

R E 3L m & B A R #638,000,0007T AERHE THEEREE
—ANtEE+RA=+TAHE

Chang Qing Dairy The PRC RMB260,738,890 100% Manufacture marketing and sales
7 August 2008 of dairy products

BEIE E A R#260,738,8907T AHBHEE TEERERBEE
—ZTZTN\FNALH

Benniu Muye The PRC RMB5,000,000 100% Dairy farming
25 November 2010

BERE G A R #5,000,0007T HEE
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RESULTS ¥EiE
Year ended 31 December
BE+-A=1+—BLEFE
2017 2016 2015 2014 2013
—E—tF ZE-RF ZE—RF ZT—NUF —_T—=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FET FETT FET FET
(Restated) (Restated)
(E5]) (KBEF])
Revenue W = — — — — —
Loss before taxation B B A& 1B (5,099) (8,835) (3,411) (3,414) (4,321)
Income tax expenses FTig R — — — — —
Loss for the year attributable AR B A A FES
to owners of the FARE
Company (5,099) (8,835) (3,411) (3,414) (4,321)
ASSETS AND LIABILITIES EEHEE
At 31 December
R+=—BA=+—H
2017 2016 2015 2014 2013
TE-LF ZE-RF ZE2E—RF —E—NF —FT—=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHBxT FHET FHET FET FET
(Restated) (Restated)
(& &EH) (rE&E5)
Total assets BEBE 266 89 329 704 656
Total liabilities BERHE (43,573) (38,297) (29,702) (27,208) (23,836)
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