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Summary of Financial Information

LR S -gy &

Year ended 31 December

BEt-A=1t—-HLEE

RESULTS E 2017 2016 2015 2014 2013
ZE—tF | _E—RF —T-RHF —T-NF —T-=F

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TET TET FAET FET FET

Revenue Yozs 368,832 363,306 401,071 398,068 361,771
(Loss)/profit before income tax BRETERA (BR) /%57 (55,307) (51,859) (5773) 27,788 15,360
Income tax expense FEHRX (879) (1987) (205) (5,036) (5223)
(Loss)/profit for the year KEE (B8B),/&F (56,186) (53,846) (5978) 2,752 10,137

As at 31 December
R+=A=+-H

ASSETS AND LIABILITIES EEREE 2017 2016 2015 2014 2013
ZE—+F | ZF-RF ZT-RF —T-@mE ZT-=%

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TER TETL TET TET FET

Current assets MEEE 260,363 334,748 60,837 66,468 81,656
Non-current assets ERHEE 191,541 105493 118541 127435 97,741
Total assets BEE 451,904 440,241 179428 193,903 179397
Current liabilities MEAE 283,743 393,536 79,969 89,724 94,986
Non-current liabilities EL e E=N 37,200 14019 12874 11616 13673
Total liabilities BaffE 320,943 407,555 92,843 101,340 108659
Net assets BEFT 130,961 32686 86,585 92563 70738

Equity attributable to ARAEEA

owners of the Company el R 130,961 32,686 86,585 92,563 70,697
Non-controlling interests R ER - = = - 41
130,961 32,686 86,585 92,563 70738

U BANQUET GROUP HOLDING LIMITED Annual Report 2017
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Chairman's Statement

TO OUR SHAREHOLDERS

On behalf of the board (“Board”) of directors ("Directors”) of U Banquet Group
Holding Limited (the “Company”), I am pleased to present the annual results
of the Company and its subsidiaries (together referred to as the “Group”) for
the year ended 31 December 2017.

BUSINESS REVIEW

The Group has been operating 11 restaurants under three brands, namely “U
Banquet” (including “U Banquet - The StarView"), “U « Kitchen” and “U - Pot”
during the year under review. In the year 2017, the Group had encountered
a difficult operating environment. Despite a strong performance generated
from U Banquet - The StarView (The One) during the year 2017, due to keep
depression in Hong Kong's retail industry in 2017 and hence affected the
Group's restaurant operation performance. Moreover, the loss of revenue
during the decoration period of U Banquet (Mong Kok) (1) and (2) and U
Banquet (Wong Tai Sin) in the first half of 2017 and the decoration period of
U Banquet - The StarView (Kwun Tong) in the second half of 2017. As a result,
the loss attributable to the owners of the Company increased slightly for the
year ended 31 December 2017.

SE-LEER BREEERARAT
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Chairman’s Statement T J& #

Apart from the traditional, single service-focused Chinese restaurants in B AIREBEEEHE —REHFEE
Hong Kong, our Group specialises in the provision of one-stop Chinese ~ AEEEPINERH—IXAPIEZIRE
wedding banquet services. The Group focuses on promoting itself as a  JEERIFEA FHERIREEEE KRBT
Chinese wedding banquet specialist which provides full-service dining REEZER -KMEERAAERHEER
services. We strive to become a premier Chinese restaurant chain operator ~ ##EE R EIgE Ny —m A 2B EH L
offering full-service wedding planning capabilities. Since 2012, our ‘U~ B BT —_F HMN [EE] mEgE
Banquet” brand has been awarded the Hong Kong Top Services Brand by ~ & mE%ERBREBTEREE S SEE
the Hong Kong Brand Development Council and The Chinese Manufacturers’  [&/8 MR8 M ] B - ER B MIEEENF
Association of Hong Kong. It marked the sixth consecutive years that we  BERUILHRE  THOEBEAREENER ME R
have been awarded and the accolade clearly and widely demonstrated the ~ HRU{S &I L)

quality as well as the success of the Group.

U BANQUET GROUP HOLDING LIMITED Annual Report 2017 9
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Chairman’s Statement F i # &

FINANCIAL RESULTS

For the year ended 31 December 2017, the Group recorded a turnover of
HK$368,832,000, representing a increase of 1.4% from HK$363,806,000 as
compared to last year. Loss attributable to the owners of the Company
amounted to HK$56,186,000 while loss attributable to the owners of the
Company amounted to HK$53,846,000 for the year 2016. Basic loss per share
was HK11 cents (2016: HK12 cents).

PROSPECTS

Looking ahead, the management remains optimistic about the operating
environment in Hong Kong in the year ahead. Despite in the face of stern
challenges caused by depression in Hong Kong’s retail industry and rising
operating costs, the management is confident that opportunities still
exist and the Group believes that it can continue to succeed and utilize its
competitive advantages to enhance shareholders’ value.

Moving forward, the funds raised from the capital markets bode well for the
Group in enhancing its brand awareness, corporate size and competitiveness.
The Group will search for suitable sites at reasonable rentals by adopting
its existing site selection strategy to expand its restaurant network and will
continue to fully leverage on its own competitiveness to grow.

The Group will continue to deploy different marketing strategies, and to
add creative features to existing and new restaurants. Meanwhile, we will
implement effective cost control measures to minimize the operating costs
on rental, raw materials and labour accordingly. The Group will also conduct
various feasibility studies to identify new business opportunities in terms of
both cuisine and location.

Apart from continuing to enhance its core business, the Group will explore
business opportunities to strengthen its revenue base such as creating a
stable stream of additional rental income through property acquisitions
in Hong Kong and/or China. As the operating environment in Hong Kong
is expected to remain challenging in the foreseeable future, the Group
has been assessing potential acquisition and/or partnership opportunities
outside Hong Kong, particularly in the PRC, in order to maximize its return
and increase the value of the Shareholders.

SE-LEER BREEERARAT
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Chairman’s Statement T & # &

APPRECIATION

Finally, | wish to take this opportunity to thank our shareholders, customers
and business partners for their ongoing support and trust. Also, | would like
to express my appreciation to my fellow Directors and the staff of the Group
for their solid contribution and unwavering dedication to the Group. Based
on our success, we remain optimistic about the prospects of the Group's
future business development. We intend to execute our well-established
business strategies to enhance the Group's value and to bring a desirable
return to our shareholders.

Sang Kanggiao
Chairman

Hong Kong, 27 March 2018
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Management Discussion and Analysis

& 2 g it i X 77 B

BUSINESS AND OPERATIONAL REVIEW

The Group is principally engaged in operation of full-services Chinese
restaurants including the provision of dining and wedding banquet services,
provision of wedding services and distribution of goods consisting of fresh
vegetables, fruits, seafood and frozen meat. The Group also had franchised
the use of “U Banquet” to a Chinese restaurant in Hong Kong during the year.

Following a change in the Group's operating and reporting structure, starting
from the year of 2017, the Group has three operating segments (i) Chinese
restaurant and wedding business, (i) property leasing business, and (iii)
securities trading business. Property leasing and securities trading business
are new business segments identified during the year.

Restaurants Operation

For the financial year ended 31 December 2017, the Group operated a
total of 11 restaurants ((i) We have changed the restaurants names from “U
Banquet (Wong Tai Sin)” and “Hot Pot Cuisine” to U - Kitchen (Wong Tai Sin)
and U - Pot (Wong Tai Sin) since March 2017; (i) U Banquet (North Point)
was split into two different style restaurants and was renamed to U - Kitchen
(North Point) and U « Pot (North Point) in late July 2017; and (iii) U Banquet
(Kwun Tong) was changed to U Banquet - The StarView (Kwun Tong) in mid
September 2017), seven of which were under “U Banquet (%) " brand
(including “U Banquet - The StarView (B%=.£8) "), two were under “U -
Kitchen (22 ) " brand and two were under “U - Pot (23§ ) " brand.

We position ourselves entirely different from traditional, single service-
focused Chinese restaurants in Hong Kong. For our dining services, we aim to
attract customers with preferences for fresh and tasty Cantonese dishes and
quality servicing standards in hygienic and modernly designed restaurant
venues suitable for family and friends, gatherings and corporate functions.
For wedding banquet services, we target customers with specific standards
and expectations for venue design and decoration, banquet dishes and
wedding services and we help them to simplify and smoothen their wedding
planning and preparation process by offering one-stop wedding solutions
and the choices of creatively-designed venues as alternatives to traditional
Chinese restaurants.

SE-LEER BREEERARAT
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Management Discussion and Analysis & P J& &7 iig & 7 I

The management resolved to improve the operating efficiency and control
expenditures of the Group. The Group reviewed the work allocation of
the staff from time to time to enhance labour efficiency. The Group also
entered into long term tenancy agreements to maintain the operating lease
payments at reasonable level.

We believe that high product quality, service reliability and management of
operations are key success factors in business growth and sustainability. We
have a reliable management team to oversee daily restaurant operations and
wedding banquet services, to maintain quality control standards, to monitor
workforce performance and to implement expansion strategies. Our senior
management and the management at restaurant-level consist of members
with solid experience in the Chinese restaurant and wedding service industry
and they are familiar with different aspects of operations of these industries.

Provision of Wedding Services

During the year, we operated a wedding shop at Tsim Sha Tsui which
provides services shooting of wedding photos, rental and sale of wedding
gowns and decoration and rental of wedding halls under the trade name
of “U Weddings". The Company decided not to renew the shop’s tenancy
agreement upon expiry and ceased the wedding service business on 31
December 2017.

Distribution of Goods

Our distribution of goods business consists of sourcing fresh vegetables,
fruits, seafood and frozen meat to mainly local restaurants and other food
ingredient suppliers. During the year, we mainly distribute the goods to
Group's restaurants which aim to minimise the cost of materials consumed.

Franchise of Restaurants Operation

During the year, we had one franchised restaurant operated in Kowloon
Bay under the trade name “U Banquet”. The franchisee did not renew the
franchise agreement after its expiry on 9 July 2017. The Directors will consider
potential franchisees if and when opportunities arise in the future.

EIEEH BRI AR E S E R RIS A
X AKBETNRRES THTIEDR AR
FHE TR - Ipoh - AR E TR RAEE R
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IERREITERAA L TR XABZEFT
EEBELSNRES®E

REIBER%E

FN - RPIAEHERTE [U Weddings | &P
HeE—RIBRREEERA HEEYE
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Management Discussion and Analysis & P J& & g & 7 B

FINANCIAL REVIEW

Revenue

The table below sets forth the revenue breakdown of the Group's for the two

years ended 31 December 2017:

ot % 1Bl B
Wz

TR AEERBE_ZT—tF+-A
=+ —HIEREFE 2 KR

2017 2016
—E—tHF —E—RF
HK$’000 HK$'000
FTET FHET
Chinese restaurant and FREERIBEER:
wedding business:
Revenue from Chinese restaurants RRUBERE EBH
operations Iz 362,538 355,020
Revenue from provision of TR 0B 18 AR 7% 9 W 2
wedding services 1,636 1,785
Revenue from distribution of goods 2588 fn B W e 671 3,087
Franchise income R AT REIA 529 2423
365,374 363,215
Property leasing business: VIEEHE R
Rental income AU A 3,269 591
Securities trading business: EHEEEK
Dividend income & 24 A 189 =
Total revenue Rl as 368,832 363,806

SE-LEER BREEERARAT



Management Discussion and Analysis & P J& &7 iig & 7 I

Chinese restaurant and wedding business accounted for over 99.1% of total
revenue during the year (2016: 99.8%).

Revenue of the Chinese restaurant and wedding business increased by
approximately 0.6% from approximately HK$363.2 million in 2016 to
approximately HK$365.4 million in 2017. It is mainly due to the increase in
the revenue from the Chinese restaurant operation as a result of the full year
revenue contribution from U Banquet - The StarView (The One). Revenue
from provision of wedding services remain stable in 2017. The franchise
income dropped significantly by approximately 78.2% from approximately
HKS$2.4 million to approximately HKS$0.5 million as the franchisee did not
renew the franchise agreement after its expiry on 9 July 2017.

As the franchisee is our major customer in distribution of goods business, as
a result, the revenue from distribution of goods dropped significantly as well,
by approximately 83.2% from approximately HK$4.0 million to approximately
HKS0.7 million.

Rental revenue increased by approximately 453.1% from approximately
HKS$0.6 million to approximately HK$3.3 million, as a result of the acquisition
of an office property located in Beijing on 30 June 2017.

A S B 1B S A A E G A8 U 2538199.1%
(ZZT—7NF:1998%) °

FREEREBEB NGB T —F
4936328 BB T MA0NE =T —+EFH
6SAEBATL WHETERRKEEE.EH
(The One) & G Wiz B A B AR 208 275
U zs 3800 - 2R B IR HHIEE RGO MmN =T
—EFHEIFIETE AR LA ATEE R
KEWHEN _—_T—tFE Lt ANBIHESLE
FUEE BHFRERABRL4EEBITAR
TER%)78.2% 2 49058 BT

HARNEFTEEABBMOHEREB 22
EECA HEERZKRENAL40EE
BT AR N 4983.2% 2 #4107 A BB It

LW AHK06E BB TTIE M149453.1% = 47
BEBATT TEHRAEER T —LtF X
A=+BHKENILZMEREE -
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Management Discussion and Analysis & P2 J& it i & % B

Operating Performance by Restaurants

R EERR

The table below sets forth the seat turnover rate, average spending per MRS AEEZSBERBEE_T—LF
customer and average daily revenue generated by each of the Group’s +=—A=+—HItWMEFEEL 2 EEHIE

restaurants for the two years ended 31 December 2017:

% SR TINE R FE A

Year ended 31 December Year ended 31 December Year ended 31 December
BEt-A=t-H BEt-A=t-H BET-A=t-H
LEFE LFE LFE
2017 2016 2017 2016 2017 2016
Bt “T5% ZB-tF ZERE ZB—tf ZTRF
Seat turnover rate (\oze /) Average spending per customer Average daily revenue
BEREE (/1) BUEFTIHE THERUE
Wedding Wedding
Dining banquet Dining banquet
customer  customer customer customer
BEEF BEEF REXFP H2EP
Times Times HKS HKS HKS HKS HKS HKS
ft 4 =E A B BT AT Vi3 A
U Banquet (Mong Kok) (1) and B2 (RA) R
U Banquet (Mong Kok) (2 B2 (HA)Q 3.01 292 98 609 102 611 195,768 201820
U Banquet (Tsim Sha Tsu) 22 (&Y1E) 3.12 361 89 607 90 610 68,612 84537
U Banquet (Kwun Tong)/ 22 (BR)/B2.8)
U Banquet - The StarView (B%) (Wite)
(Kwun Tong) (Note 4) 3.87 408 100 613 98 605 104,772 126,086
U Banquet (Causeway Bay) B2 (RE2) 225 24 104 646 104 608 108,995 122043
U Banquet (North Point)/ £2(A)/BE(1LA)
U Kitchen (North Point) and RER (LA (HiE3)
U+ Pot (North Point) (Note 3) 245 267 92 653 85 582 123,524 125152

U Banquet (Wong Tai Sin) and 23 ( ﬁjﬂm)

Hot Pot Cuisine Restaurant/ REEERNR/BH
U Kitchen (Wong Tai Sin) and ( ,\NUJ)&%‘,% (FAIL)
U~ Pot (Wong Tai Sin) (Votes 2) (Hit2) 3.02 344 84 612 74 583 169,873 181,907

U Banquet (Sino Plaza) B2 (ERES) 2.96 329 122 646 12 607 85,572 95,176

UBanquet - The StarView (The One) ~ ZE. £ 8 (The One) 1.02 082 312 812 342 792 136,139 99,234

Note: Hiat -

1. The seat turnover rate was calculated by dividing the total number of diners 1. FEEEIER AR EN ARAAR (B
(including wedding banquet diners) by the total number of seats available EIEE AR AR BR AT R A BE R TS AT F Y
for regular dining service in the relevant restaurant then divided by the total PEE AR B IR AR R A 24 B &
number of operation days for the relevant year. Ho

18 —“Z—-t¥4% BxEEERARAF



Management Discussion and Analysis

2. We have changed the restaurants names from “U Banquet (Wong Tai Sin)"
and “Hot Pot Cuisine” to U - Kitchen (Wong Tai Sin) and U - Pot (Wong Tai Sin)
since March 2017, the restaurants are mainly focus on dining business.

3. U Banquet (North Point) was renamed to U - Kitchen (North Point) and U - Pot
(North Point) in late July 2017, the restaurants are mainly focus on dining
business.

4. U Banquet (Kwun Tong) was changed to U Banquet - The StarView (Kwun

Tong) in mid-September 2017, the restaurants are mainly focus on wedding
banquet business.

Analysis of Chinese restaurants operations for the Two Years Ended
31 December 2017

The average spending per customer for wedding banquets of all of the
Group's comparable restaurants increased from approximately HK$608
in 2016 to approximately HK$622 in 2017, representing an increase of
2.3% while the average spending per customer for dining increased from
approximately HK$90 in 2016 to approximately HK$95 in 2017, representing
an increase of approximately 5.6%. Revenue from all Chinese restaurant
operations increased by approximately 2.1% from approximately HK$355.0
million for the year ended 31 December 2016 to approximately HK$362.5
million for the year ended 31 December 2017. It was mainly due to the full
year revenue contribution from U Banquet - The StarView (The One), totaling
to approximately HK$49.7 million, while there was only three months of
operation for the year ended 2016 and, therefore, only contribute HK$12.1
million revenue. As a result, the revenue generated from wedding banquet
increased by approximately HK$10.0 million from approximately HK$78.3
million for the year ended 31 December 2016 to approximately HK$88.3
million for the year ended 31 December 2017, representing an increase
of approximately 12.7%. Save for the contribution from U Banquet - The
StarView (The One), the revenue from all other Chinese restaurants decreased
by HK$30.1 million from HK$342.9 million for the year ended 31 December
2016 to approximately HK$312.8 million for the year ended 31 December
2017, representing a decrease approximately 8.8%. It was mainly due to the
decrease in number of wedding banquet held for comparable restaurants
as well as the decrease in the number of diners for the provision of dining
services despite the increase of average spending per customer for wedding
banquet and dining.

& B g it iin K 7 B

2, BB T LF=AUREKERETE
B B2 (EAW)] R IRGER] 28 585
(BRI 226 (BEAM) BEITEES

N

3, 22 (AN _ZT—tFLtARELRE
BOtA) RER (A BREEXEZER
BT -

4, BZ(BREIN-_Z—LtFLATAERR
22. /(kﬁ%) R T REENEEE
o

PREBERBZ S —t&F+=
B=+—HLMEFEZD
AEBEMRAALEEENEUEER ST
HER T NFEL0B T INE —E—+
FHe02B T IR A23% FRESMARE
P EBHR T — T TIENES
T FHO5B T - 1R K B5.6% o & H
MBEEEZRSARE-S—F+=A
=+ —BIEFE 435508 &8 T IN492.1%
EHE_Z—+E+_A=+—HILFEH
325EE B EEHNKREBE. 2/8(The
OneMI 2 F IR BB AT 4407EBAIL M
HE-ZT A FILFEEEE=FA Bit-
EERREI2IBAEAT B BEELEN
WHRBE—_T—NFE+-_A=+—HLHF
EM%783BBATIE M008B BB TEE
EZE—tF T A=T—HILFERAISS3
BEBIT BIRNA127% BREREEZ.2F
(The One)®I B BASI - 2R B AT H Ab A s0B 1
Mk EBEEE T AF+_A=+—AHL
FEMABRIBEEB TR0 EESTE
 E T+t +-_A=+—HLEFENY
3128BBEBETT  RIEL 588% ° EEZHMMNE
EENEEMARERPNTEEEEM B
AL ERIERITH B EE B R A R AR
EH AR ABUR D FTE o

U BANQUET GROUP HOLDING LIMITED Annual Report 2017

19



20

Management Discussion and Analysis & P J& &7 g & 7 B

Save for the U Banquet (Mong Kok) (1) & (2) and U Banquet - The StarView
(The One), the seat turnover rate of all other restaurants decreased for the
year ended 31 December 2017 as compared to that in 2016 as the total
number of wedding banquet customers and dining customers has declined
for all restaurants. The Directors believed that the decrease in the seat
turnover rate was a result of a) the decrease of customers and revenue during
the decoration period of restaurants located in Wong Tai Sin, North Point and
Kwun Tong during 2017; and b) Hong Kong's retail industry in 2017 keep
depression.

The seat turnover rate of U Banquet - The StarView (The One) was
comparatively lower than other restaurants while the average spending per
customer for both wedding banquet and dining were higher than other
restaurants. The wedding banquet revenue from U Banquet - The StarView
(The One) contributes to 64.4% of the total revenue of the shop, whilst the
average wedding banquet revenue generation ratio is approximately 18.0%
for the rest of the restaurants in 2017. The Directors believed that U Banquet
- The StarView (The One) located in the prime area of Tsim Sha Tsui with
artistic and sophisticated decorations including a balcony viewing full glory
of Victoria Harbour, attracts more potential wedding banquet customers.

Cost of Revenue

The cost of revenue is mainly comprised of cost of materials consumed,
cost of distribution of goods, cost of provision of wedding services and
cost of property leasing. Cost of revenue for the year ended 31 December
2017 amounted to approximately HK$98,854,000 (2016: HK$89,769,000),
representing an increase of approximately 10.1% as compared to last year.
The increase in cost of revenue was larger than the increase of revenue for
the year 2017. During the year, two restaurants, named U - Pot (Wong Tai
Sin) and U - Pot (North Point) became buffet style restaurants which the
cost of materials consumed increased. The cost of materials consumed
approximately 26.9% of the Group's revenue from Chinese restaurants
operations for the year 2017 while only 24.4% for the year 2016.
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Management Discussion and Analysis

Employee Benefits Expenses

The Group had 480 employees as at 31 December 2017 (31 December 2016:

527).

Employee benefits expenses for the year ended 31 December 2017
amounted to approximately HK$106,056,000 (2016: HKS$110,948,000),
representing a decrease of approximately 4.4% compared to last year. The
Group would regularly review the work allocation of the staff to improve and
maintain a high standard of service.

Operating Lease Payments

Operating lease payments for the year ended 31 December 2017 amounted
to approximately HK$79,389,000, representing an increase of approximately
6.4% as compared to last year. The increase was mainly due to the opening
of U Banquet - The StarView (The One) in September 2016, which have a full
year impact in 2017 operating lease payments.

Utilities Expenses

In order to save energy, during the year, we had replaced certain kitchen
equipment in our restaurants which we can conserving energy and using
it more efficiently. As a result, utilities expenses for the year ended 31
December 2017 amounted to approximately HK$32,415,000 representing a
decrease of approximately 2.8% as compared to last year.

Impairment of Property, Plant and Equipment

Having considered the consistently, unfavourable sales performance of the
two Chinese restaurants, the management of the Group has consequently
determined to fully impaired the property, plant and equipment pertaining
to these two Chinese restaurants business amounting to approximately
HK$9,369,000 for the year ended 31 December 2017 (2016: Nil).
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Other Expenses

Other expenses mainly represent expenses incurred for the Group's
operation, consisting of consultancy service fee, service fees to temporary
workers, kitchen consumables, laundry, cleaning, repair and maintenance,
advertising and promotion, legal and professional, etc. For the year ended 31
December 2017, other expenses amounted to approximately HK$77,550,000,
representing an increase of approximately 5.9% as compared to last year.
The increase mainly arise from the share-based payment expenses granted
to consultants approximately 3.0 million for the year 2017 while no such
expenses incurred in the year 2016.

Loss Before Tax and Loss Attributable to Owners of the Company

During the year under review, the performance of restaurant operation for
dining services did not reach the expectation from the Group’s management.

It is primarily due to keep depression in Hong Kong's retail industry in 2017
and the loss of revenue during the decoration period of U Banquet (Mong
Kok) (1) and (2) and U Banquet (Wong Tai Sin) in the first half of 2017 and the
decoration period of U Banquet - The StarView (Kwun Tong) in the second
half of 2017. As a result, even though aggregated with the revenue of
U Banquet - The StarView (The One) opened in September 2016, the revenue
generated from Chinese restaurant and wedding business only slightly
increased from approximately HK$355,020,000 in 2016 to approximately
HK$362,538,000 for 2017.

With an increase in the cost of revenue and operating cost which includes
operating lease payment, other expenses and the impairment loss of the
property, plant and equipment, the Group incurred a loss before tax and a
loss attributable to owners of the Company for the year ended 31 December
2017 of approximately HK$55,307,000 and HK$56,186,000 respectively,
while the loss before tax and loss attributable to owners of the Company
amounted to approximately HK$51,859,000 and HK$53,846,000 in last year.
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Management Discussion and Analysis & P J& &7 g & 7 I

Liquidity, Financial Resources and Capital Resources
Capital Structure

The Group's objectives in managing capital are to safeguard its ability to
continue as a going concern in order to provide returns for shareholders and
to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the
amount of dividends paid to shareholders, return capital to shareholders,
issue new shares or sell assets to reduce debt.

In no different with others in the industry, the Group monitors its capital on
the basis of the gearing ratio. The Group’s strategy, which was unchanged
during the year ended 31 December 2017, was to lower the gearing ratio to
an acceptable level.

Cash Position and Pledged Bank Deposit

As at 31 December 2017, the Group’s cash and cash equivalents were
approximately HK$196,335,000, representing a decrease of 34.2% as
compared to approximately HK$298,604,000 as at 31 December 2016.
The Group's controlling shareholder and director, Mr. Sang has granted an
unsecured loan facility up to HK$300 million with an interest rate of 4.5%
per annum for a term of two years up to 1T November 2018. The Company
intends to use the loan facility to meet the Group's day-to-day operational
expenses and working capital needs and for investment opportunities which
may arise from time to time in the future. As at 31 December 2017, the Group
owed to Mr. Sang an amount of approximately HK$150,690,000 and most
of the funding was deposited in the bank. Subsequent to the balance sheet
date up to 22 January 2018, the Group had repaid HK$142,920,000 to Mr.
Sang. Mr. Sang had confirmed his intention not to demand for repayment of
the remaining outstanding balances as at 31 December 2017 for the coming
twelve months from the date of this report.

There were no pledged bank deposits as at 31 December 2017 (2016: Nil).

U BANQUET GROUP HOLDING LIMITED Annual Report 2017

RBEE MBERRESRRR
BARE

AEBEAEE BRREREEFELE
VAZR IR 75 SR [ ¥R 4 455 B 1B AN ZRAB AR

RERAFABEARRE AEETARNT
BROKE R REEANTEIR BITH
B EEENRDAE-

RENEMET—H AREAEER ELL
RAEABEEHEN  AEENRHAHE
—R—tFF-AS+—BUEFERET
% R AER B R ETEMNKT -

HEMRERELFRITFH

R-B—+EFE+-A=+—8 KEEHNR
& RIREEEMH 5196335000870 ' A=
T —XF+ = A =-+— B #J298,604,0007 7T
342% o NEBRIERRRFRES R LA
B LA FI FR4 50685 Y R B 2 300 8 & 8 T &
ERERREE T \FE+—HA—Hit-
AAAFEEERREBIEERNAEEH
BEEBERAIREEES TR URARREBEE
REHENTRZHE - RZT—tF+=A
=+—H  NEBE#H KRR E A 4915069000078
THIE HP KRB ESTERRIT-REE
AEEZ-"ZT—\F—A=-+=-H F5E
DRSS B18142920000/8 7T ° LD 18
R EEZERRBAREHHERR+Z
BEAREENR -_Z—+F+_-_A=+—HZ
BT AREELS-

R-BE—+E+-A=1t—BIEDEAE
AER(ZT—RE E)-

23



24

Management Discussion and Analysis & P2 J& & g & 7 B

Borrowing

On 9 May 2017, the Group entered into a loan facility agreement with
a director of certain subsidiaries of which the director has agreed to
make available to the Group from time to time an unsecured loan facility
amounting to HK$60,000,000 with an interest rate of 4.5% per annum for a
term of 2.5 years. As at 31 December 2017, a total of HK$45,000,000 of this
loan was drawn down.

Subsequent to the balance sheet date, the Group has repaid HK$20,000,000
of this loan. This director had confirmed his intention not to demand for
repayment of the remaining outstanding balance of HK$25,000,000 for
coming twelve months from 27 March 2018.

Trade Receivables

As at 31 December 2017, the Group's trade receivables were approximately
HK$ 1,955,000, representing a decrease of approximately 1.9% as compared to
the last year. The trade receivables mainly comprised of trade receivable from
the Chinese restaurants operation. The trade receivables remained stable for
two year ended 31 December 2017.

Gearing Ratio

The gearing ratio is calculated as net debt divided by total capital. Net
debt is calculated as total borrowings (including current and non-current
borrowings as shown in the consolidated balance sheet) plus loans from
a shareholder less cash and cash equivalents. Total capital is calculated as
‘equity” as shown in the consolidated balance sheet plus net debt. As at 31
December 2017, the Group was in a net cash position, hence, no gearing
ratio is disclosed. As at 31 December 2016, the Group's gearing ratio was
46.4%.
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Foreign Exchange Exposure

Since most of the revenue and expenditure are made in Hong Kong dollars,
the Group is not exposed to significant foreign exchange exposure.

Charges on Assets

Detail of charges on assets on the Group's as at 31 December 2017 are set
out in Notes 16, 17, 23 and 29 to the consolidated financial statements.

Employees and Remuneration Policies

The Group had 480 (2016: 527) employees as at 31 December 2017. The
Group's remuneration practices are in line with the prevailing market
practice and are determined on the basis of performance, qualification and
experience of individual employee.

The emoluments of the Directors are determined by the Remuneration
Committee, with reference to their respective contribution of time, effort and
expertise on the Company's matters.

Dividends

The Directors do not recommend payment of final dividend in respect of the
year ended 31 December 2017 (2016: Nil).
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Significant Investments Held, Material Acquisitions or Disposal
of Subsidiaries and Affiliated Companies and Plans for Material
Investment or Capital Assets

Lapse of Acquisition Agreement

On 7 December 2016, the Company announced that 1t R E = BRI AR
‘A |] (Beijing Huishitong Technology Company Limited*) (the “Purchaser”),
an indirect wholly-owned subsidiary of the Company entered into an
acquisition agreement (the “Acquisition Agreement”), pursuant to which the
Purchaser conditionally agreed to purchase and 1t ;2 B B = i Z= 2 R R
/A A] (Beijing Rixing Property Development Company Limited®), a company
incorporated in the PRC with limited liability (the “Vendor”) conditionally
agreed to sell the target property at the consideration of approximately
RMB101,100,000 (approximately HK$113,000,000), (the “Acquisition
Announcement”). For details, please refer to the Company’s announcement
dated 7 December 2016.

On 28 February 2017, the Company announced that as the conditions
precedent to the Acquisition Agreement have not been fulfilled by the
long-stop date and no extension of time was agreed by the Vendor and
the Purchaser, the Acquisition Agreement has lapsed in accordance with
the terms thereof. For details, please refer to the Company’s announcement
dated 28 February 2017.

Placing of new shares under general mandate

On 4 January 2017, the Company entered into the placing agreement with
a placing agent for the placing of up to an aggregate of 93,000,000 new
shares to the placees at the placing price of HK$1.61 per placing share under
general mandate. Placing agreement have been fulfilled and completion of
the placing took place on 23 January 2017 in accordance with the terms and
conditions of the placing agreement.

The net proceeds of the placing amounted to approximately HKS$ 146,700,000,
after deducting relevant expenses incurred in relation to the placing, are
estimated to apply approximately HK$107,400,000 for payment of second
instalment of the proposed property acquisition as referred in the Acquisition
Announcement and the balance of approximately HK$39,300,000 to be
applied for the repayment of part of shareholder's loan and the general
working capital of the Group. For details, please refer to the Company’s
announcements dated 4 January and 23 January 2017.
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Upon the announcement of lapse of acquisition agreement dated 28
February 2017, the Company intended to allocate the Proceeds for Proposed
Property Acquisition in the amount of approximately HK$107,400,000
towards acquisition of other potential properties in Hong Kong and/or China
which is expected to generate a stable and constant stream of rental income
to the Group.

Acquisition of office property in Beijing

During the year, the Company acquired an office property in Beijing,
classified as investment property, through the acquisition of the entire
issued share capital in New Fortune Holding Group Limited (“New Fortune”)
(the “Acquisition”) at a consideration of RMB76,500,000 (approximately
HK$87,800,000).

The Acquisition was completed on 30 June 2017. New Fortune is an
investment holding company which indirectly holds the entire issued share
capital in Beijing Huashu Property Development Limited* (3t R 245 5
HEREAFRAF]) (the “Beijing Huashu”). Beijing Huashu is principally
engaged in leasing of self-owned commodity property located at No. §,
Fuchengmen Road, Xicheng District, Beijing, the PRC (4t 5 i1 78 3k [ B 5K
PISNAFET85RAE ) . For details, please refer to the Company’s announcements
dated 16 June 2017 and 30 June 2017.

Acquisition of financial assets at fair value through profit and loss

As at 31 December 2017, the Group has financial assets at fair value
through profit and loss amounting to approximately HK$3,447,000 (As at 31
December 2016: Nil). All of them are listed equity shares in Hong Kong.

During the year, the Group recorded realised gain on disposal of financial
assets at fair value through profit and loss, fair value gain of financial assets
at fair value through profit and loss and dividend income from financial
assets at fair value through profit and loss in the amount of HK$2,206,000,
HKS$108,000 and HK$189,000 respectively (year ended 31 December 2016:
Nil, Nil and Nil).
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Potential future investment

On 20 April 2017, the Company entered into a memorandum of
understanding agreement with Dr. Feng Xiangdong* (ZE[AIER 8= ) and
Gefeng Environmental Protection Technology Co. Ltd* (4% S IR (R RI &
A BRAR]) (the “Target company”) in respect of the proposed capital
injection into the Target Company. For details, please refer to the Company’s
announcement dated 20 April 2017. The proposed investment is still under
negotiation up to the date of this report.

On 9 February 2018, a wholly owned subsidiary of the Company (“the
Purchaser”) and Mr. Wan Zhong (‘“the Seller”) entered into a sales and
purchase agreement (‘the Agreement). Pursuant to the Agreement, the
Purchaser has conditionally agreed to purchase from the Seller 51% interest
in a company which, through its indirectly owned subsidiary, engages in the
environmental maintenance business in Mainland China. Please refer to the
Company’s announcement dated 9 February 2018 for further details.

USE OF PROCEEDS

The Company has conducted the following equity fund raising activities
during the year ended 31 December 2017:
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Save as disclosed above and the Company's announcement dated 15
March 2018, the Company has not conducted any other equity fund raising
activities for the year ended 31 December 2017 and the period immediately
prior to the date of this report.
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Contingent Liabilities

As at 31 December 2017, the Group did not have any material contingent
liabilities.

Share Option

On 17 May 2017, the Company has granted share options (the “Options”)
under its share option scheme (the “Share Option Scheme”) adopted on 19
November 2013 to certain eligible grantees (the “Grantees”), which, subject
to acceptance by the Grantees, will enable the Grantees to subscribe for an
aggregate of 11,600,000 ordinary shares of the Company of HK$0.01 each
in the share capital of the Company as stated in the announcement of the
Company dated 17 May 2017. No option had been exercised during the year.
As at 31 December 2017, no Option was lapsed and there were 11,600,000
Options outstanding under the Share Option Scheme.

Event After the Reporting Period

(i) Saved for disclosure in potential future investment before, subsequent
to the balance sheet date, on 20 January 2018, the Company, Ge Feng
and Dr. Feng entered into a second supplemental agreement to the
MOU pursuant to which the parties agreed to, among others, further
extend the exclusivity period for further six-month in order to allow
additional time for the negotiation process. Upon the execution of the
second supplemental agreement to the MOU, the exclusivity period
shall expired on fifteen-month period from the date of the MOU.

(i) On 15 January 2018 and 1 February 2018, the Group has completed
the transactions for sales of industrial properties and residential
properties classified under non-current assets held for sale as at 31
December 2017 and received a net proceeds of HK$32,182,000.
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(iif)

(iv)

On 9 February 2018, a wholly owned subsidiary of the Company (the
“Purchaser”) and Mr. Wan Zhong (the “Vendor”) entered into a sales
and purchase agreement in which the Purchaser has conditionally
agreed to purchase, and the Vendor has conditionally agreed to sell,
51% of the entire issued share capital of BYL Property Holdings Group
Limited, a company incorporated in the British Virgin Islands and
wholly owned by the Vendor (‘BYL"), at aggregate consideration of
RMB132,600,000 (subject to adjustments) (equivalent to approximately
HK$159,120,000). BYL and its subsidiaries (collectively as “BYL Target
Group”) is principally engaged in the environmental maintenance
business in Mainland China. As at the date of this report, the conditions
precedent of the sales and purchase agreement have yet been fulfilled,
thus the transaction has yet been completed.

Subsequent to the balance sheet date, shareholder loans amounting
to HK$142,920,000 were repaid to minimise the interest expenses
incurred by the Group.

On 15 March 2018, the Company entered into an agreement for the
placing of up to an aggregate of 180,000,000 new ordinary shares of
the Company to not less than six placees at a price of HK$1.8 per share,
subjected to the conditions precedent set out in the agreement (the
“Share Placing”).

On the same date of Share Placing, the Company entered into a
subscription agreement with CASIC Investment Fund Management
(Beijing) Limited Company (the “Subscriber”) in which the Subscriber
has conditionally agreed to subscribe for (or procure the subscription
by its nominee(s)) and the Company has conditionally agreed to allot
and issue an aggregate of another 180,000,000 new ordinary shares of
the Company at a price of HK$1.8 per share. (the “Subscription”).

Upon the fulfillment of the conditions precedent and completion of
the Subscription, the Company expects to receive a net proceeds of
approximately HK$643,300,000.
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The net proceeds from the Share Placing and Subscription are
expected by the Company to (i) finance the acquisition of BYL Target
Group as mentioned in (jii) above; (ii) the potential capital injection into
Ge Feng Target Group as mentioned in note (i) above, subjected to
further negotiation and contemplating of the possible structure, terms
and conditions of the cooperation by the parties; (iii) other potential
business opportunities and future investments of the Group; and (iv)
general working capital.

Prospects

The operating environment in Hong Kong is expected to remain challenging
for the foreseeable future. Nonetheless, the management is confident that
the Group can succeed and enhance the shareholders’ value.

The Group will continue to deploy different marketing strategies, adding
creative features to the existing and new restaurants, meanwhile,
implementing effective cost control measures and minimising the operating
costs on rental, raw materials and labour accordingly.

Looking forward, the Group will continue to utilise its available resources to
engage in its current business. The Group will continue to develop its core
business. Apart from this, the Group will also explore business opportunities
to strengthen its revenue base such as acquisition of potential properties
in Hong Kong and/or China which is expected to generate a stable and
constant stream of rental income to the Group. In addition, the Company will
also continue to explore potential business opportunities in other sectors
including but not limited to high and new technology sector which may
bring higher return and additional source of revenue to the Group as well as
maximise its return of the shareholders and value of the Company.
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Biographical Details Of Directors
And Senior Management

HHER G RE PSR JE A

EXECUTIVE DIRECTORS

Mr. Sang Kanggqiao (R E &), aged 42, was appointed as executive
director of the Company on 27 October 2016 and is the Chairman of
the board of directors of the Company. He is also the Chairman of the
Nomination Committee and a member of the Remuneration Committee.
Mr. Sang obtained a bachelor’s degree in electrical engineering from Beijing
Institute of Technology. Mr. Sang has over 15 years of experience in the
securities investment industry in Hong Kong and the PRC.

Mr. Xu Wenze (FF30£) , aged 54, was appointed as executive director
of the Company on 27 October 2016. Mr. Xu obtained a master's degree
in business administration from Tsinghua School of Economics and
Management. Mr. Xu has been the president of Guorun Construction Group
Limited since 1996 and the general manager of Beijing Rixing Property
Development Limited since 2004. From 2014 to present, Mr. Xu has been
employed as the president of Guorun Holdings Group Limited. He is also the
chairman and director of Asia Pacific Aviation Leasing Group from 2016.

Mr. Cui Peng (£ 5) , aged 44, was appointed as executive director of
the Company on 27 October 2016. Mr. Cui obtained a bachelor's degree
in money and banking from Beijing Business School in 1997. Mr. Cui was
employed as the assistant general manager of Sinotrans & CSC Holdings
Co, Ltd's finance department from 1997 to 2012. From 2012 to 2014, Mr. Cui
was the managing director of capital operations of ABCl China Investment
Corporation Limited. Mr. Cui has over 19 years of experience in the securities
investment industry in PRC and over 10 years of experience in Hong Kong’s
securities industry.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. XU Zhihao (&%) , aged 46, was appointed as independent non-
executive director of the Company on 27 October 2016. He is also a member
of the Audit Committee and Nomination Committee. Mr Xu graduated with
a bachelor's degree in laws from Guangzhou Jinan University in 1994 and
obtained a master of laws from the graduate school of China University of
Political Science and Law in 2004. Mr. XU Zhihao was employed by a real
estate company prior to working at Huabang (Guangdong) Century law firm.
From 2001 to 2003, Mr. XU Zhihao worked in Guang Dong Rong Guan law
firm. Mr. XU Zhihao is currently a senior partner in Jincheng Tongda & Neal
(Shenzhen) and has extensive experience in the operation of banks and non-
bank financial institutions, including trusts, securities and financing leasing
institutions. Mr. XU Zhihao is skilled in various real estate financing, including
trust support and equity financing.

Mr. LAM Ka Tak (#E ), aged 36, was appointed as independent
non-executive director of the Company on 27 October 2016. He is also
the Chairman of the Audit Committee and a member of Remuneration
Committee. Mr. Lam graduated from Hong Kong Polytechnic University with
a bachelor's degree in accounting in 2003 and obtained a master of business
administration from the Hong Kong University in 2013. Mr. LAM Ka Tak was
employed by RSM Nelson Wheeler (currently known as RSM Hong Kong)
before working as an audit manager at KPMG. Mr. LAM Ka Tak currently serves
as the chief financial officer of Beijing Enterprises Medical and Health Industry
Group Limited (Stock Code: 2389), a company listed on the Main Board of the
Stock Exchange. Mr. LAM Ka Tak is also employed as an executive director by
Beijing Sports and Entertainment Industry Group Limited (Stock Code: 1803),
a company listed on the Main Board of the Stock Exchange. Mr. LAM Ka Tak
has over 13 years of experience in accounting and financial matters.
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Ms. LIU Yan (/%) , aged 47, was appointed as independent non-
executive director of the Company on 27 October 2016. She is also the
Chairman of the Remuneration Committee and a member of Audit
Committee and Nomination Committee. Ms. Liu graduated with a bachelor's
degree in economics from Central University of Finance and Economics in
1992. Ms. LIU Yan passed all three levels of the Chartered Financial Analyst
(CFA) Program. From 1992 to 1994, Ms. LIU Yan was employed as an analyst
at Brilliance Group Holdings Limited. From 1994 to 2001, Ms. LIU Yan worked
at PricewaterhouseCoopers as an audit manager. In 2005, Ms. LIU Yan joined
Barclays Bank (New York) global risk division as an investment manager. She
worked as a vice president of Angelo, Gordon & Co from 2007 to 2010. From
2010 to 2015, Ms. LIU Yan was a managing director of Fund Management
Department and Strategic Investment Department in China Everbright
Limited (Hong Kong). Currently, Ms. LIU Yan is an independent non-executive
director of Tai United Holdings Limited (Stock Code: 718), a company listed
on the Main Board of the Stock Exchange.

SENIOR MANAGEMENT

Mr. Yu Kin Man Duncan (R#30) , aged 45, was appointed as the
Company Secretary and Financial Controller of the Company on 19
December 2016. Mr. Yu holds a master degree in Professional Accounting
and Corporate Governance in The City University of Hong Kong. Mr. Yu has
over twenty years of experience in accounting, financial management and
corporate finance. He is a fellow of the Association of Chartered Certified
Accountants, a member of the Hong Kong Institute of Certified Public
Accountants and a member of the Hong Kong Institute of Chartered
Secretaries.

SE-LEER BREEERARAT

Rt 75 N -_E—XR"ETA -+t
BEZTAEERARBYIENTEE - HINA
THEESERUAREREZESRIERES
KB BIRETR— AN FEENFRE
KAB EEEaatag -AMmatoR
BETFERONED (CFA) BRI =EERK
WER -R—NANZEE—hNME 2%
RITREEREESRAREBETAD A R
—NNMNFEZZTT—F AWML TEBR
B ERKE SRR BT TR PSR o
REZTTARF M L INAERHET (4
) ZERERPEIRELE - N_TTLF
ETTF HEEFLESBEIMNER
RABBH R —TFE_T—HF"
2% 27 T ER B RIERBR AR (BF)
ESEEIRBBEIEEN s ESHLIR-F|
U IR AR ER ET AR AFZERE
RATR] (BADAREE: 718) 2B IEITESE -

BREEE

REXEE 455 RZT—~FT=A+N
REZERARBZARMERMEEE -
RAEENBEPTASEISEERSFTEDE
BRESELEM -RAEABENFNE
A MBS EIE R QRIS AR R RER
HAREBFAGEREE  BEGFIA
S BRABBANELAEER -



Report of the Directors

The board of directors of the Company (‘Board”) presents its annual report
and the audited consolidated financial statements of the Company and its
subsidiaries (collectively the “Group”) for the year ended 31 December 2017.

BUSINESS REVIEW

Details of business review are set out in the section of “Management
Discussion and Analysis” on pages 14 to 31.

PRINCIPAL ACTIVITIES AND SEGMENT INFORMATION

The Group is principally engaged in operation of full-services Chinese
restaurants including the provision of dining and wedding banquet services,
provision of wedding services and distribution of goods consisting of fresh
vegetables, fruits, seafood and frozen meat. The Group also had franchised
the use of “U Banquet” to a Chinese restaurant in Hong Kong during the year.

Following a change in the Group's operating and reporting structure, starting
from the year of 2017, the Group has three operating segments (i) Chinese
restaurant and wedding business, (i) property leasing business, and (iii)
securities trading business. Property leasing and securities trading business
are new business segments identified during the year.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 are set out
in the consolidated financial statements on pages 80 to 81 of this annual
report.

The directors of the Company (“Director(s)”) do not recommend payment of
any dividend in respect of the year ended 31 December 2017.

INTEREST CAPITALISED

No interest was capitalised by the Group during the year.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company’s reserves available for distribution to
shareholders comprising share premium account plus accumulated losses,
amounted to approximately HK$87,311,000.
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DONATIONS

Charitable and other donations made by the Group during the year
amounted to HK$12,500.

PRE-EMPTIVE RIGHTS

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

DIRECTORS

The directors of the Company (“Director(s)”) during the year and up to the
date of this report were:

Executive Directors:

Mr. Sang Kanggiao (Chairman)
Mr. Cui Peng
Mr. Xu Wenze

Independent Non-executive Directors:

Mr. Lam Ka Tak
Mr. Xu Zhihao
Mes. Liu Yan

The terms of office of each Director are subject to retirement by rotation in
accordance with articles of association of the Company.

DIRECTORS” AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors of the Company and the senior
management of the Group are set out on pages 32 to 34 of the annual
report.

DIRECTORS’ SERVICE CONTRACTS

No Director 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.
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TERMS OF OFFICE FOR THE INDEPENDENT NON-EXECUTIVE

DIRECTORS

Report of the Directors # F @ # #

BYFHTESHNEH

All the Independent Non-executive Directors were appointed for a specific ~ FIBBIYIFMTEREZ ZEE RS EER
terms subject to the relevant provisions of the articles of association or any ~ MEZZBEFREAXABERMARIE
other applicable laws whereby the Directors shall vacate or retire from their A E A8 FEG] 2 B BAESTPTAR IR

office.

DIRECTORS’ INTERESTS

EENER

At 31 December 2017, the following Directors, had the following interests R ZZE—+tF+-A=+—B THEF®
in the shares and underlying shares of the Company and its associated AR B R EARHHER (FEBESLBEK
corporations, within the meaning of Part XV of the Securities and Futures Bl ([7& % R HAE&A] ) EXVER) B 7 K 4R
Ordinance (“SFO") as recorded in the register required to be kept under — BAIR{) PR REENIRIEE F M E KHIF

section 352 of SFO:

352EAFE 2 B MARERR AT :

Long positions in shares of the Company REQXTBRGPHERE
Number of
shares/underlying Approximate %
Name of director Nature of interest shares held of shareholding
PR,
EEpE ACIECE HEROHE BAREBED L
Mr. Sang Kanggiao Beneficial owner 189,152,000
REBELE BEmEAA
Other 105,800,000
Hith
294,952,000 52.86%
(Note 1)
(Pi&ED)
Mr. Cui Peng Beneficial owner 5,400,000
EWE L BESEAA
Other 289,552,000
Hh
294,952,000 52.86%
(Note 2)
(P &E2)
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Number of
shares/underlying Approximate %
Name of director Nature of interest shares held of shareholding
RS,
EBREE ARETR BB YA BOREE DL
Mr. Xu Wenze Beneficial owner 100,400,000
SR EE EmEEA
Other 194,552,000
EAh
294,952,000 52.86%
(Note 3)
(F7E3)
Mr. Lam Ka Tak Beneficial owner 400,000 0.07%
MEELEE EnEE A (Note 4)
(HI5E4)
Mr. Xu Zhihao Beneficial owner 400,000 0.07%
®wEELE EmEE A (Note 4)
(B sEa)
Mes. Liu Yan Beneficial owner 400,000 0.07%
2% 27 4 EmiEE A (Note 4)
(Fi=E4)
Note: B 5 -

The interest comprises 188,752,000 shares and 400,000 underlying shares in
respect of the share options granted pursuant to the share option scheme.
Details of the shares granted to this director are set out above under “Share
Option Schemes”. Other represents the shares and underlying shares held
by Mr. Xu and Mr. Cui which are parties acting in concert with Mr. Sang and
by virtue of the SFO, each of Mr. Sang, Mr. Xu and Mr. Cui is deemed to be
interested in the shares held by each other.

The interest comprises 5,000,000 shares and 400,000 underlying shares in
respect of the share options granted pursuant to the share option scheme.
Details of the share options granted to this director are set out above under
“Share Option Schemes”. Other represents the shares and underlying shares
held by Mr. Sang and Mr. Xu which are parties acting in concert with Mr. Cui
and by virtue of the SFO, each of Mr. Sang, Mr. Xu and Mr. Cui is deemed to be
interested in the shares held by each other.

SE-LEER BREEERARAT

% 55 M2 B2 45188,752,000R% A% 17 K2 AR 1% B A% 4
FT &I BT A9 B8 AR 4 BT 0% K #9400,0008% A8 7
A5 o B RIR Tz E SR MEIRIEF B EN £
[FERRET 8] - HthiEF e RELE (S
HRFZEEZ —BITBAL) BEHRG KB
B MARIR B F RHERD - Rh4 - FF
EEREXTESBREARBILFANRG
PR o

% 5 2 855,000,000 8% B4 R AR AR B A T
B AT IR A HE A% P 94 K /9400,0008% #H B8 A%
D EBETZESNEREFBEN LX
[FERRtEaT &l - Efhie R e £ RFFEE (BE
HEEREZ —BITHAL) BENRG RAE
AR - MBRFSF REBERG FE4E 57T
S RESES AR BN LSRG
PR o
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3. The interest comprises 100,000,000 shares and 400,000 underlying shares in
respect of the share options granted pursuant to the share option scheme.
Details of the share options granted to this director are set out above under
“Share Option Schemes”. Others represent the shares and underlying shares
held by Mr. Sang and Mr. Cui which are parties acting in concert with Mr. Xu
and by virtue of the SFO, each of Mr. Sang, Mr. Xu and Mr. Cui is deemed to be
interested in the shares held by each other.

4. The interest are 400,000 underlying shares in respect of the share options
granted pursuant to the share option scheme. Details of the share options
granted to this director are set out above under “Share Option Schemes”.

During the year ended 31 December 2017, there were no debt securities
issued by the Group at any time. Save as disclosed herein, as at 31 December
2017, none of the Directors or chief executive of the Company or their
associates had any interests and short positions in any shares, underlying
shares or debentures of the Company or any associated corporations (within
the meaning of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange of Hong Kong Limited (“Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which each of them has taken or deemed to have taken
under the provisions of the SFO); or which were required, pursuant to section
352 of the SFO, to be entered into the register referred to therein; or which
were required, pursuant to Appendix 10 of the Listing Rules, to be notified to
the Company and the Stock Exchange.

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

As at 31 December 2017, so far as is known to the Directors, none of the
persons, not being Directors or chief executive of the Company had, or
were deemed to have, interests or short position in the shares or underlying
shares which would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO; or who is expected, directly or
indirectly, to be interested in 5% or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general meetings
of any member of the Group, or substantial shareholders as recorded in the
register required to be kept by the Company under Section 336 of the SFO.
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DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

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

DIRECTORS’ INTERESTS IN CONTRACTS

Save as those interests disclosed under the paragraph entitled “Connected
Transactions’, there is no contract of significance to which the Company or
any of its subsidiaries and the Controlling Shareholders of the Company or
any of its subsidiaries was a party and in which the Directors had a material
interest, whether directly or indirectly, subsisted at the end of the year or at
any time during the year.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

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

RELATED PARTY TRANSACTIONS

Details of related party transactions of the Group for the year ended
31 December 2017 are set out in Note 37 to the consolidated financial
statements. The Company confirmed that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

EMPLOYEES AND REMUNERATION POLICIES

Details of the emoluments of the Directors of the Company and the five
highest paid individuals of the Group are set out in Notes 10 and 11 to the
consolidated financial statements.
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As at 31 December 2017, the Group had 480 employees. The Directors and
senior management receive compensation in the form of salaries, benefits in
kind and discretionary bonuses with reference to salaries paid by comparable
companies, time commitment and the performance of the Group. The
Company also reimburses them for expenses which are necessarily and
reasonably incurred for the provision of services to the Group or executing
their functions in relation to the operations of the Group. The Company
regularly review and determine the remuneration and compensation
package of the Directors and senior management, by reference to, among
other things, market level of salaries paid by comparable companies, the
respective responsibilities of the Directors and the performance of the Group.

MANAGEMENT CONTRACTS

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

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Group is committed to support environmental protection to ensure
business development and sustainability. The Group implement green office
practices to reduce the consumption of energy and natural resources. These
practices include the use of energy-saving lightings and recycled paper,
reduce energy consumption by switching off idle lightings, computers
and electrical appliances and the use of environmentally friendly products
whenever possible.

A separate environmental, social and governance report is expected to be
published on the Stock Exchange’s website and the Company’s website no
later than three months after this annual report has been published.
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MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers in aggregate and the single largest customer
of the Group accounted for approximately HKS$4,817,000 or 1.3% and
HK$2,513,000 or 0.7% of the Group's total revenue for the year ended 31
December 2017 respectively. The information in respect of the Group's
purchases attributable to the major suppliers during the year is as follows:

FEEFRHERD
AEBAARFPAEE—RATF SN
AEBEE-T—+tF+=-A=+—HLF
JE 2 25 494,817,000 70 2% 1.3% K2 2,513,00078
TL3K07% c F A - B EHERMGAEER
HESEMNERNT

Percentage of

the Group's

total purchases

HEREEAEEE

ERee

The largest supplier =AHIER 21.6%
Five largest suppliers in aggregate AREEEER 44.9%

None of the Directors, their associates or any shareholders, which to the
knowledge of the Directors owned more than 5% of the Company’s issued
share capital, had a beneficial interest in any of the Group's five largest
supplier and customers.

BANK LOANS AND OTHER BORROWINGS

Details of borrowings of the Group during the year are set out in Notes 29
and Note 37(c)(iii) & (iv) to the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold
any of the listed securities of the company during the year.
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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 latest practicable date prior
to issue of this report, the Company has maintained the sufficient public float
under the Listing Rules.

SHARE OPTION SCHEME

The share option scheme of the Company (the “Scheme”) was adopted
pursuant to a resolution passed by the Company’s shareholders on 19
November 2013 (the “Adoption Date”) for the primary purpose of providing
eligible participants an opportunity to have a personal stake in the
Company and to motivate, attract and retain the eligible participants whose
contributions are important to the long-term growth and profitability of
the Group. Eligible participants of the Scheme include any employees, any
executives, non-executive Directors (including independent non-executive
Directors), advisors, consultants of the Company or any of its subsidiaries.
The Scheme became effective on 10 December 2013 (the “Listing Date”)
and, unless otherwise cancelled or amended, will remain in force for 10
years commencing on the Listing Date, the principal terms of which were
summarized in the paragraph headed “Share Option Scheme” in Appendix IV
to the Company's prospectus dated 28 November 2013.

The maximum number of shares which may be issued under the Scheme
and any other schemes of the Company (excluding options lapsed pursuant
to the Scheme and any other schemes of the Company) must not exceed
55,800,000 shares, representing 10% of the issued shares of the Company at
the date of the annual report.

The total number of shares issued and to be issued to each eligible
participant under the Scheme in any 12-month period must not exceed 1%
of the issued shares of the Company unless approved in advance by the
shareholders of the Company in general meeting.
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Any option to be granted under the Scheme to a Director, Chief Executive
or substantial shareholder of the Company or to any of their respective
associates must be approved by all Independent Non-Executive Directors
of the Company (excluding Independent Non-Executive Director who is the
grantee). In addition, any option to be granted to a substantial shareholder
or an Independent Non-Executive Director of the Company or to any of their
respective associates which will result in the shares issued and to be issued in
excess of 0.1% of the issued shares or with an aggregate value (based on the
closing price of the shares at the date of the grant) in excess of HK$5,000,000
within any 12-month period is subject to approval by the shareholders of the
Company in general meeting.

The offer of a grant of options under the Scheme may be accepted within 28
days from the date of the offer and by payment of HK$1.00 as consideration
for the grant of an option. An option may be exercised in accordance with
the terms of the Scheme at any time during a period as to be determined
and notified by the Directors to each grantee, but shall end in any event not
later than 10 years from the date of the grant of option.

The exercise price is determined by the Directors and shall be at least the
highest of: (i) the closing price of the Company’s shares as stated in the
Stock Exchange’s daily quotations sheet on the date of the offer of grant of
an option, which must be a trading day; (i) the average closing price of the
Company's shares as stated in the Stock Exchange’s daily quotations for the
five trading days immediately preceding the date of the offer of grant of an
option; and (jii) the nominal value of the Company’s shares.

The remaining life of the Scheme, which will expire on 9 December 2023, is
approximately 5 years from the date of this report.
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Share Option Movements

As at 31 December 2017, there were a total of 11,600,000 outstanding share
options granted to directors, employees and consultants of the Company,

details of which are as follows:

Name of director

EEpR

Date of grant

it A

As at
1January
2017

R-B-tF
-A—H
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BREZ2E

RZB—tF+-A=+—H RFERF
EF EEKERNRRITEBRESRS

11,600,0001% * BRAFFIEAOT ¢

Number of share options
BREHE
Granted Exercised Asat

during the duringthe 31 December Exercise
year year 2017 price
RZB-—tF T8
+=A HKD
Sr="[ BT

FRe FRe
it (3

Exercise period

i

Sang Kanggiao

2FB

Cui Peng

i3
=

Xu Wenze

AR

Lam Ka Tak

17 May 2017

S o e =

17 May 2017

“Z—+tE£RAT+tH

17 May 2017

S ) e =

17 May 2017

“Z2—+£RA++tH

400,000 = 400,000 1.99

400,000 =

400,000 199

400,000 =

400,000 1.99

400,000 = 400,000 199

17 May 2017 to
16 May 2027
(Note 1)

—E—+F
AA+tEZE
i 3
AATRH
(BzE1)

17 May 2017 to
16 May 2027
(Note 1)

—Z+F
AATtAZE
it S o3
AA+A
(PBzET)

17 May 2017 to
16 May 2027
(Note 1)

—T—tF
TA+tHEZE
i 3
AATRH
(BzE1)

17 May 2017 to
16 May 2027
(Note 1)

—T—tF
AA+EEZE
S o3
AA+A
(BtzE1)
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Number of share options

BREHE
As at Granted Exercised As at
1 January during the during the 31 December Exercise
Name of director Date of grant 2017 year year 2017 price  Exercise period
RZB-—tF g4
R-B—tF ERE £RE +=A HKD
Esps BB —-A—H Bl ik Er=l AL TS
Xa Zhihao 17 May 2017 - 400,000 - 400,000 199 17 May 2017 to
16 May 2027
(Note 1)
REh “Z—+ERATLER S
TA++RZE
“TotF
EA+RA
(BEE)
LiuYan 17 May 2017 - 400,000 = 400,000 199 17 May 2017 to
16 May 2027
(Note 1)
2% “E—+FRATER “E+t#F
TA++A
e Sl o3
TATAA
(BT
- 2,400,000 - 2,400,000
Note: P o :
1. For options granted with exercisable date determined based on the grant date 1. P B2 L R R S 1 B AR R AT AT

of options, the first 30% of the total options can be exercised 1 year after the
grant date, 40% of the total options can be exercised 2 years after the grant date
and 30% of the total options will become exercisable in 3 years after the grant

date.

Details of movements of share options granted to employees of the Group

during the year ended 31 December 2017 are as follows:
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Number of share options

BREHE
As at Granted Exercised Lapsed Asat
1 January during during during 31December  Exercise
Date of grant 2017 the year the year the year 2017 price  Exercise period
T8
R-B—t& R-B—t& HKD
it B —A-B SrERE FREAR FREAX t=A=t+-8 BL  TEA
17 May 2017 = 1,200,000 = = 1,200,000 1.99 17 May 2017 to
16 May 2027 (Note 1)
“Z—+tFRATtA “Z+tFERA+ERE
“E-t+ERATRH
(BzE)
Note: B o -
1. For options granted with exercisable date determined based on the grant date i, FLATR I R ARIBRE AR R B H e

of options, the first 30% of the total options can be exercised 1 year after the
grant date, 40% of the total options can be execised 2 years after the grant date
and 30% of the total options will become exercisable in 3 years after the grant
date.

Details of movements of share options granted to consultants of the Group
during the year ended 31 December 2017 are as follows:

Number of share options

AATEE A AR B AR T = AR A
BUSE300% A PR A HATR — 1T - BB
T 4R B H040% 0] AR H B B8 M 171
LA R B S 48 8 1930% 1) 1A 1% H B HA 18
=F17{E e

RBZE-_Z—+tF+ZA=1T—HBILFER
AEBBRRXLNBEREZSFBNT

BRERE
As at Granted Exercised Lapsed Asat
1 January during during during 31December  Exercise
Date of grant 2017 the year the year the year 2017 price  Exercise period
M
R-B—t& R-B—t& HKD
R AH —-A-B ErERE FREAR FREAXR t=A=t+-8 AL TR
17 May 2017 - 8,000,000 - - 8,000,000 199 17 May 2017 to
16 May 2027 (Note 1)
“Z—+FRATLH T+t FRA+ERE
“ZZHFRATRE
(BzE)
Note: M sE -
1. For options granted with exercisable date determined based on the grant date 1. ML EEREEREREEHETE

of options, the first 30% of the total options can be exercised 1 year after the
grant date, 40% of the total options can be execised 2 years after the grant date
and 30% of the total options will become exercisable in 3 years after the grant
date.
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PERMITTED INDEMNITY PROVISIONS

At no time during the financial year and up to the date of this Directors’
Report, there was or is, any permitted indemnity provision being in force for
the benefit of any of the directors of the Company (whether made by the
Company or otherwise) or an associated company (if made by the Company).

AUDITOR

The financial statements for the year ended 31 December 2017 have been
audited by PricewaterhouseCoopers and a resolution for the re-appointment
as auditor of the Company will be proposed at the forthcoming annual
general meeting.

PUBLICATION OF INFORMATION ON WEBSITES

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

By order of the Board

Sang Kanggiao
Chairman

27 March 2018
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Corporate Governance Report

The Company is committed to ensure a high standard of corporate
governance in the interests of the shareholders and devotes considerable
effort to maintain high level of business ethics and corporate governance
practices.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the Corporate Governance Code (the
“CG Code") as set out in Appendix 14 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (“Listing Rules”)
throughout the year. The Company has applied the principles of, and
complied with, the applicable code provisions of the CG Code during the
year ended 31 December 2017.

CORPORATE GOVERNANCE STRUCTURE

The Board of the Company (the “Board”) is primarily responsible for
formulating strategies, monitoring performance and managing risks of the
Group. At the same time, it also has the duty to enhance the effectiveness
of the corporate governance practices of the Group. Under the Board,
there are 3 board committees, namely the Audit Committee, Remuneration
Committee and Nomination Committee. All these committees perform their
distinct roles in accordance with their respective terms of reference (available
on the Company's website) and assist the Board in supervising certain
functions of the senior management.

DIRECTORS’ SECURITIES TRANSACTIONS

The Group had adopted Appendix 10 of the Listing Rules (the “Model Code”)
as its own code of conduct regarding Directors’ securities transactions on
terms no less exacting than the required standard of dealings.

Having made specific enquiries to all the Directors and all the Directors of the
Company had confirmed compliance with the required standard of dealings
and the code of conduct for directors’ securities transactions during the year
ended 31 December 2017.
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BOARD OF DIRECTORS

At present, the Board of the Company comprises six directors (‘Directors”) as
follows:

Executive Directors:

Mr. Sang Kanggiao (Chairman)
Mr. Cui Peng
Mr. Xu Wenze

Independent Non-executive Directors:

Mr. Lam Ka Tak
Mr. Xu Zhihao
Mes. Liu Yan

Biographical details of the Directors are set out in the section of “Biographical
Details of Directors and Senior Management” on pages 32 to 34.

The Board has the responsibility for leadership and control of the Company.
They are collectively responsible for promoting the success of the Group
by directing and supervising the Group's affairs. The Board is accountable
to the shareholders for the strategic development of the Group with the
goal of maximizing long-term shareholder value, while balancing broader
stakeholder interests.
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EH R

The attendance record of each Director at Board meetings, Audit Committee REE—ZT—tF+-_A=+—HILFE "
meetings, Remuneration Committee meeting, Nomination Committee SEFHFEEFSEZ BKZEggH
meeting and general meeting during the year ended 31 December 2017 is ¥ MZEEee# REZEEEZLRKREX
set out in the following table: B2 REHRINAT
Audit Remuneration Nomination
Board Committee Committee Committee General
Meetings Meetings Meeting Meeting Meeting
(attendance/ (attendance/ (attendance/ (attendance/ (attendance/
total no. of total no. of total no. of total no. of total no. of
Name of Directors meeting held) meeting held) meeting held) meeting held) meeting held)
Ezge ENZESE yHzEeg REZEEER BREAE
(HEEERY/ (LREERE/ (LESHENE/ (HLEE€ERY/ (LREHELE/
BEpg BTEELY) BIEELY) BTERAH) BTEELY) BIEELY)
Executive Directors EEfE
Mr. Sang Kanggiao REELE 99 NAER " /1 171
Mr. Cui Peng ERx4 99 NA P ER N/A R NA P ER 7
Mr. Xu Wenze AR A 99 VA ER NATRER /AR ER ”n
Independent Non-executive Directors BUFHTEE
Mr. Lam Ka Tak WRERE 99 n 11 N/ARER ”n
Mr. Xu Zhihao REBLE 99 2”2 N/A TiE A 11 7
Ms. Liu Yan ke 99 n 11 11 ”n
Code Provision A.1.3 stipulates that at least 14 days' notice should be given — SFAHEXEAIKRIA BHREZGERA

for a regular Board meeting. For other Board and committee meetings,
reasonable notices are generally given. Board papers together with all
appropriate, complete and reliable information are sent to all directors
at least 3 days before each Board meeting or audit committee meeting
to keep the Directors apprised of the latest developments and financial
position of the Company and to enable them to make informed decisions.
All Directors are provided with details of agenda items for decisions making
with reasonable notice and welcome to include matters in the agenda
of the Board Meeting. Directors have access to the advice and services of
the Company Secretary who is responsible for ensuring that the Board
procedures are complied with and advising the Board on compliance
matters.
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Minutes of Board meetings and Board committees meetings are kept by
Company Secretary and are opened for inspection as requested by Directors.
During the year, the Board was given sufficient time to review and approve
the minutes of Board meetings and meetings of Board committees meetings.
Directors are also provided with access to independent professional advice,
where necessary, in carrying out their obligations as Directors of the
Company, at the expense of the Company.

If potential conflict of interest involving a substantial shareholder or a Director
arises which the Board has determined to be material, the matter will be dealt
with by a physical board meeting rather than a written resolution. Directors
who are considered to have conflict of interests or material interests in the
proposed transactions or issues to be discussed would not be counted in
the quorum of meeting and would abstain from voting. The Directors attend
meetings in persons or through other means of electronic communication in
accordance with the articles of association of the Company.

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

The Board is responsible for maintaining proper accounting records so as to
enable the Directors to monitor the Company’s overall financial position. The
Board updates shareholders on the operations and financial position of the
Group through half yearly and annual results announcements as well as the
publication of timely announcements of other matters as prescribed by the
relevant rules and regulations.
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The Company has three Independent Non-executive Directors, at least one
of whom has appropriate financial management expertise, in compliance
with the Listing Rules. Each of the Independent Non-executive Director has
made an annual confirmation of his/her independence pursuant to Rule 3.13
of the Listing Rules. The Company is of the view that all Independent Non-
executive Directors meet the Independence Guidelines set out in Rule 3.13
of the Listing Rules and are independent in accordance with the terms of the
guidelines.

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

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under Code Provision A.2.1 of the CG Code, the roles of the chairman and
chief executive officer should be separated and should not be performed by
the same individual.

Mr. Sang Kanggiao was the Chairman of the Board since 27 October 2016.
There was no Chief Executive Officer appointed by the Company and the
day-to-day management of the Group was led by Executive Directors during
the year. There is no time schedule to change this structure, as the Directors
consider that this structure provides the Group and strong and consistent
leadership in the Company’s decision making process and operational
efficiency. The Board will, nevertheless, review the business growth of the
Group and locate suitable candidate to fill the vacancy of Chief Executive
Officer when considered essential.

One of the important roles of the Chairman is to provide leadership for
the Board to ensure that the Board always acts in the best interest of the
Group. The Chairman shall ensure that the Board works effectively and fully
discharges its responsibilities, and that all key issues are discussed by the
Board in a timely manner. The Chairman has taken into account, where
appropriate, any matters proposed by the Directors for inclusion in the
agenda. The Chairman has delegated the responsibility of drawing up the
agenda for each board meeting to the Company Secretary. With the support
of the Company Secretary, the Chairman seeks to ensure that all Directors
are properly briefed on issues arising at Board meetings and have received
adequate and reliable information in a timely manner. The Chairman also
take primary responsibility for ensuring that good corporate governance
practices and procedures are established.
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The Board is therefore of the view that these is an adequate balance of power
and that appropriate safeguards are in place. Nevertheless, the Board will
continue to regularly monitor and review the Company’s current structure
and to make necessary changes when appropriate.

During the year ended 31 December 2017, the Chairman held a meeting
with the independent non-executive directors without the presence of the
executive directors as required by the Listing Rules.

APPOINTMENT, RE-ELECTION AND REMOVAL

Under Code Provision A4.1, all the Non-Executive Directors should be
appointed for a specific term, subject to re-election. Each of the Independent
Non-executive Directors has entered into a service contract with the
Company for three years but subject to termination in certain circumstance
as stimulated in the relevant service contracts. At each annual general
meeting, one third of the Directors for the time being (of if their number is
not a multiple of three, then the number nearest to but not less than one
third) will retire from office by rotation provided that every Director shall be
subject to retirement at an annual general meeting at least once every three
years. Any Director appointed to fill a casual vacancy shall hold office until the
first general meeting of members after his appointment and be eligible for
re-election at such meeting and any Director appointed 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.

CORPORATE GOVERNANCE FUNCTION

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

The duties of the Board in respect of the corporate governance functions
include:

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

(i) reviewing and monitoring the training and continuous professional
development of Directors and senior management;
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(iii)  reviewing and monitoring the Company's policies and practices on
compliance with legal and regulatory requirements;

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

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

In 2017 and up to the date of this report, the Board has performed the
corporate governance duties in accordance with its terms of reference.

BOARD DIVERSITY POLICY

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

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

On recommendation from the Nomination Committee, the Board will set
measurable objectives to implement the Policy and review such objectives
from time to time to ensure their appropriateness and ascertain the progress
made towards achieving those objectives. The Nomination Committee will
review the Policy, as appropriate, to ensure its continued effectiveness from
time to time.
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REMUNERATION COMMITTEE

A remuneration committee was set up on 19 November 2013, with written
terms of reference in compliance with the Code Provisions, which have been
reviewed from time to time by the Board to keep them in line with the most
up-to-date requirements to oversee the remuneration policy and structure
for all Directors and senior management. The most up-to-date written terms
of reference of the Remuneration Committee are available on the Company's
website and on the website of The Stock Exchange of Hong Kong Limited.

The primary objectives of the Remuneration Committee include making
recommendations to the Board on the remuneration policy and structure
of the Directors and the senior management and determining the
remuneration packages of all executive Directors and senior management.
The Remuneration Committee is also responsible to ensure that no Director
or any of his associates will participate in deciding his/her own remuneration,
which will be determined by reference to the performance of the individual
and the Company as well as market practice and conditions.

The Remuneration Committee held 1 meeting during the year. The
members reviewed the remuneration package of Directors and the senior
management of the Company.

The Remuneration Committee comprises three members namely:—

Ms. Liu Yan (Chairman)

Mr. Sang Kanggiao

Mr. Lam Ka Tak

Majority of the members are Independent Non-executive Directors.

SE-LEER BREEERARAT

)

FMES
RANZF—=F+—H T h BRI
Sg HEMBEHENA TRGXZR
WEHREFETHRIUEL-EFTE
EHRE NERE2REFRSQEEEL
PR R ARE -FHER e &M EMB
REETTNARARUEREEMEISME
RN RIAUA 6] -

FHZEENIEERERNESTARRE
EENFMERERENESSRHERER
#F NREERMERTEERSREREN
PGB S E e N ERARERNIHE
ERABEATE2REFEA S5 5
M2 ZEARRRRNRRIARTISE
R MEE °

FA FHEESGERTIRGH -SKED
BAARRAEEREREBEZHFHAR-
FHEZE et =2KE

Lt (£E)

REBEE

MEfBELE

SHKERBILIFATES-



Corporate Governance Report 7

In addition, pursuant to the Code Provision B.1.5, the annual remuneration

REGRHE

SN BB ST ANEEBISE BHE—T—+

of the member of the senior management by band for the year ended 31 F+-—A=+—HIFERREEEKEHN
December 2017 is set out below: FREFMIRAEREHII AT
2017
—E2-+tF
HKS Nil to HK$ 1,000,000 = 7T 21,000,000 7T 1

NOMINATION COMMITTEE

The Company has established a Nomination Committee on 19 November
2013 for making recommendations to the Board on appointment of
Directors and succession planning for the directors.

The principal duties of the Nomination Committee include reviewing
the Board composition, making recommendations to the Board on
the appointment and succession planning of Directors, assessing the
independence of the Independent Non-executive Directors and viewing the
board diversity policy.

During the year ended 31 December 2017, 1 Nomination Committee
meeting was held (i) to review the structure, size and composition of the
Board; (ii) to assess the independence of independent non-executive
directors; (iii) to review the contribution required from a director to
perform his responsibilities; and (iv) to review the training and continuous
professional development of directors. The individual attendance for the
Nomination Committee meeting had been disclosed earlier in this report.

The Nomination Committee held 1 meeting during the year. The Nomination
Committee recommended the re-appointment of the Directors standing for
re-election at the forthcoming annual general meeting of the Company.

The Nomination Committee comprises three members namely:—

Mr. Sang Kanggiao (Chairman)
Mr. Xu Zhihao
Mr. Liu Yan

Majority of the members are Independent Non-executive Directors.
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AUDIT COMMITTEE

The Company has established an Audit Committee on 19 November 2013
with written terms of reference that set out the authorities and duties
of the Audit Committee. The terms of reference of the Audit Committee
are available at the Company's website and on the website of The Stock
Exchange of Hong Kong Limited. The Audit Committee performs, amongst
others, the following functions:

Review financial information of the Group

Review relationship with and terms of appointment of the external
auditors

Determination of the nature and scope of the audit

Review the Company's financial reporting system, internal control
system and risk management system

During the year, the Audit Committee held 2 meetings. The Audit Committee
oversees the internal control system of the Group, reviewed the consolidated
financial statements of the Group for the year ended 31 December 2017
and interim results, the accounting principles and practices adopted by
the Group, selection and appointment of the external auditors, reports
to the Board on any material issues, and makes recommendations to the
Board. There had been no disagreement between the Board and the Audit
Committee during the financial year ended 31 December 2017.

The Audit Committee comprises three members namely:—

Mr. Lam Ka Tak (Chairman)
Mr. Xu Zhihao
Mr. Liu Yan

All the members are Independent Non-executive Directors (including
one Independent Non-executive Director who possesses the appropriate
professional qualifications or accounting or related financial management
expertise). None of the members of the Audit Committee is a former partner
of the Company’s existing external auditors.
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INTERNAL CONTROLS AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective internal control
systems in order to safeguard the Group's assets and Shareholders’ interests,
and review and monitor the effectiveness of the Company’s internal control
and risk management systems on a regular basis so as to ensure that internal
control and risk management systems in place are adequate. The Company
has established written policies and procedures applicable to all operating
units to ensure the effectiveness of internal controls. The Company also
has a process for identifying, evaluating, and managing the significant risks
to the achievement of its operational objective. This process is subject to
continuous improvement and was in place throughout 2017 and up to the
date of this report. The day-to-day operation is entrusted to each individual
department, which is accountable for its own conduct and performance, and
is required to strictly adhere to the policies set by the Board. The Company
carries out reviews on the effectiveness of the internal control systems from
time to time in order to ensure that they are able to meet and deal with the
dynamic and ever changing business environment.

During the year under review, the Board has conducted a review and
assessment of the effectiveness of the Company’s internal control and risk
management systems including financial, operational and compliance
controls and risk management which assisted by Group's internal audit
team. Beside, in order to manage the Group's compliance status, the Legal
and Compliance Committee holds monthly meetings to review the Group's
compliance with Main Board Listing Rules, internal control measures and all
relevant laws and regulations. The results of such review were satisfactory.
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Risk Management Process

RREERRF

The Group strives to maintain a sound risk management and internal control ~ ZRNEEBEBUI A RIS B MR B IR K NEEES

systems which are essential to accomplish its business objectives and its long

2RG HDNABRAKEEREELEY

term sustainable growth. The Board acknowledges its overall responsibility for —~ AI#FER R HEIH# - EF SRR EHTH L
evaluating and determining the nature and extent of the risks rest all levels AR A SR FERBR A ME RIZE
of the organization. To this end, the Management regularly and continuously ~ BEZEBET Bt s  SEETCHRFE
reviews and makes improvements in its risk management process. In @& R & IR L I U 1E H Bk o ko -
addition, the Group engaged an external consultant and conducted a NGB ZHEHNIERARS I ¥ AN R B M) R B B 18

A

comprehensive review of the Group's risk management. The following #7172 E&] - NREAAEEH KRR

diagram illustrates the Group's general risk management process.

Stage 1

Establish Risk Context
FIEER
FUREBEAR

Stage 2

Risk Identification
FRE R

7 Bz 5 7

Stage 3

Risk Assessment
SE3PE R

[2 B 1

Stage 4

Risk Treatment
FARER

[\ Bex B2 22

Stage 5

Risk Monitoring and Reporting
SR B

[\ B BE A2 B R
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The Board establishes common risk assessment criteria
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Divisions and departments identify the risks that potentially impact the operation

processes
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Divisions and departments assess and rank the identified risks along with the
impact on the business and likelihood of occurrences
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Divisions and departments assess effectiveness of existing controls and provide
treatment plans where required
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Divisions and departments monitor risk and report risk to the Board

The Board mitigate or eliminate the risks depends on the impact of the risk
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In the course of risk management, the Board and the Management adopt
a mix of risk strategies to handle various types of risk exposure. The risk
strategies are listed as follows,

- Risk Acceptance: Risk acceptance does not reduce any effects
however it is still considered a strategy. This strategy is a common
option when the cost of other risk management options such as
avoidance or limitation may outweigh the cost of the risk itself. A
company that doesn't want to spend a lot of money on avoiding
risks that do not have a high possibility of occurring will use the risk
acceptance strategy.

- Risk Avoidance: Risk avoidance is the opposite of risk acceptance.
It is the action that avoids any exposure to the risk whatsoever. Risk
avoidance is usually the most expensive of all risk mitigation options.

- Risk Limitation: Risk limitation is the most common risk management
strategy used by businesses. This strategy limits a company’s
exposure by taking some action. It is a strategy employing a bit of risk
acceptance along with a bit of risk avoidance or an average of both.

- Risk Transference: Risk transference is the involvement of handing
risk off to a willing third party. For example, various companies
outsource certain operations such as customer service, payroll services,
etc. This can be beneficial for a company if a transferred risk is not a
core competency of that company. It can also be used so a company
can focus more on their core competencies.
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THE GROUP’S TOP 4 RISK EXPOSURES

Type of Risks
B B 3 51

BEER SEmZEER
Competitive Risk  Food Safety Risk

HIE 2 e
Supply Risk

Risk Description

2 B 4 3
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Risk Strategy(ies)
B B 5K &

Competitive Risk

B E R

In food industry, there are always potential threats in food

safety and quality. The food industry has seen cases of food
contamination, due to reasons ranging from the raw material
of food source, processing and storage in supplier plant and
environmental impact. To ensure our food safety and quality,
the Group will continue to conduct food safety audit and look
for area of enhancement in more stringent food safety audit
in all areas of operation. For example, the Group will arrange
anonymous customers to evaluate regularly the quality of the
Group's product and service offering.
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Risk Description

2 B 4 3
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Risk Strategy(ies)
B B 5K A&

Food Safety Risk

Economy Risk

72 R

Supply Risk

HERR

he food and beverage is highly competitive, which is why it is
important to be efficient, stay up-to-date with nutritional
trends and consumer tastes. Understanding the challenges
and opportunities in both the industry and the market are
important for any food retailer and manufacturer.
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The Group's revenue is significantly dependent on Hong Kong's
economy. A sustained economic downturn could curtail
consumer spending and therefore the Group's revenue. As
the risk is systematic in nature, there is no measure for the
Company to completely eliminate the risk.
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Any disruption of a food item or a supplier can impact the choice
of food menu and operation. With our diverse food menu
choices and strong network of suppliers, this risk poses no
immediate threats to the Group, yet the Group keeps a close
eye on the diversity and management of supply chain.
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2017 Internal Controls and Risk Management Review

The Group has also appointed an external independent internal control
consulting company (“external consultant”) to conduct annual review of
the effectiveness of the Group's internal control and risk management
systems. No material internal control and risk management deficiencies were
identified. The Board, during its annual review on the risk management,
has confirmed the sufficiency of the resources and staff qualifications and
experiences of the Group's risk management function.

To conclude, the Board believes that the existing internal control and risk
management systems of the Group is adequate and effective.

EXTERNAL AUDITOR AND AUDITOR’S REMUNERATION

The statement of the external auditor of the Company on their reporting
responsibilities and opinion on the Group's financial statements for the year
ended 31 December 2017 is set out in the section headed “Independent
Auditor's Report” in this annual report.

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

The fees paid/payable to PricewaterhouseCoopers for the year ended 31
December 2017 are set out as follows:
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Fee paid/payable

e EAEHR

HKS'000

TET

Audit services EET RS 1,246
Non-audit services (other services related to JETETARTS (BRI E @K

investment circular) B R EMRTE) 1,150

Total st 2,396
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DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

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

COMPANY SECRETARY

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

Mr. Yu Kin Man Duncan declared that he had participated in relevant
trainings in 2017, which met the requirements of Rule 3.29 of the Listing
Rules.

INVESTOR RELATIONS

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

The Company updates its shareholders on its latest business developments
and financial performance through its annual and interim reports. The
corporate website of the Company (www.u-banquetgroup.com) has
provided an effective communication platform to the public and the
shareholders.

INDUCTION AND CONTINUING PROFESSIONAL DEVELOPMENT

Each newly appointed director receives formal, comprehensive and tailored
induction on the first occasion of his appointment to ensure appropriate
understanding of the business and operations of the Company and full
awareness of director’s responsibilities and obligations under the Listing
Rules and relevant statutory requirements.
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All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has continuously provided relevant training materials to the
Directors. Directors participated in courses relating to roles, functions
and duties of a listed company director or further enhancement of their
professional development by the way of attending training courses or
reading relevant materials. All Directors had provided the Company their
training records for the year under review and the Company will continue
to arrange the training in accordance with paragraph A6.5 of the code
provisions. The Directors and officers are indemnified under a directors” and
officers’ liability insurance against any liability incurred by them in discharge
of their duties while holding office as the Directors and officers of the
Company. The Directors and officers shall not be indemnified where there is
any fraud, breach of duty or breach of trust proven against them.

SHAREHOLDER COMMUNICATION

The objective of shareholder communication is to provide our shareholders
with detailed information about the Company so that they can exercise their
rights as shareholders in an informed manner.

The Company uses a range of communication tools to ensure its
shareholders are kept well informed of key business imperatives.
These include annual general meeting, annual report, various notices,
announcements and circulars. The annual general meeting and other general
meetings of the Company are primary forums for communication between
the Company and its shareholders. The Company provides shareholders
with relevant information on the resolution(s) proposed at general meetings
in a timely manner in accordance wi th the Listing Rules. The information
provided is reasonably necessary to enable shareholders to make an
informed decision on the proposed resolution(s). All the resolutions proposed
to be approved at the general meetings will be taken by poll and poll voting
results will be published on the websites of the Stock Exchange and the
Company after the meetings.

At the annual general meeting held on 26 May 2017, the Executive Directors
and Chairman of the Board, the chairmen of the Audit, Remuneration
and Nomination Committees and representatives from the auditor of the
Company, PricewaterhouseCoopers, were present to attend to questions
from shareholders. There was one general meeting held during the year.

SE-LEER BREEERARAT

ARBBEABEEES AR RERIAE
BN BB c RRABFEREFR
HIRFEER -ERE2EAW LT ARE
AL BERBENRENBEBHFEE
IRz B ERE — TR HERH
R-FIEEECMARARMERDEFE
MR DIIERIZAE 8, - AN R R ARE ST R EE
A6SIRITE L I - RBEEE RS ABE
BEERE EERERABENETARRE
LB ERBETEEEMELNE
BTSSR IE - M E = R D AR B &
EFAEEARE RBEKRETH AIRE
R E -

ERRBE

HRRIB RS ERBRRIBEA R RIMFAE
£t A EEAERBE R TTEERRRAE
A

AR BRA—RFBEBRBAREREBIR A
TRREBAR FHBBREBERRE
FRE R ZTRES XA AR
AIRRBERE REMRRAS AR AR E
HERBENIZF R -ARARELETR
A R SIRREHRENBEERAE LIRE2K
REBEMEEER -FRRENENBAEY
B AEIRR A EHR 2 HURZRRIE L AIBER
E o RRIRRAE LIRE Z B ARG H
BT RETRR RERRERGRA
SRR R AR BB TIE -

R-ZB—+FRHA - TNARTHRRES
AEL EFGRNTEERTE BEKZE
g FHEEERREZEGZIENAR
BIZ SN & R BGEN KRB HERE AR
BERRORER - FARKBIT RERKE-



Corporate Governance Report 1 ¥ & if # &

Under Code Provision A6.7, Independent Non-executive Directors should
attend general meetings and develop a balanced understanding of the views
of shareholders. At the said meeting, all the Independent Non-executive
Directors were presented to enable the Board to develop a balanced
understanding of the views of the shareholders of the Company.

SIGNIFICANT CHANGES IN CONSTITUTIONAL DOCUMENT

During the year, the Company has not made any change to its constitutional
documents. A consolidated version of the Company’s constitutional
documents is available on the Company’s website and the website of the
Hong Kong Stock Exchange.

PROCEDURES FOR SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY GENERAL MEETING

There are no provisions allowing shareholders to propose new resolutions
at the general meetings under the Cayman Islands Companies Law (2012
Revision). However, shareholders are requested to follow article 64 of the
Articles of Association of the Company which provides that extraordinary
general meetings should be convened on the requisition of one or more
Shareholders holding, at the date of deposit of the requisition, not less than
one tenth of the paid up capital of the Company having the right of voting at
general meetings. Such requisition shall be made in writing to the Board or
the secretary for the purpose of requiring an extraordinary general meeting
to be called by the Board for the transaction of any business specified in such
requisition. Such meeting shall be held within 2 months after the deposit of
such requisition. If the Board fails to proceed to convene an extraordinary
general meeting within 21 days of the deposit of the requisition, the
requisitionist(s) may convene an extraordinary general meeting himself/
themselves, and all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.
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PROCEDURES FOR SHAREHOLDERS TO PROPOSE A PERSON
FOR ELECTION AS A DIRECTOR

The provisions for a shareholder to propose a person for election as a
director of the Company are laid down in Article 113 of the Company’s
Articles of Association. No person, other than a retiring Director, shall, unless
recommended by the Board for election, be eligible for election to the office
of Director at any general meeting, unless notice in writing of the intention
to propose that person for election as a Director and notice in writing by that
person of his willingness to be elected shall have been lodged at the Head
Office or at the Hong Kong Branch Share Registrar. The period for lodgment
of the notices required under this Article will commence no earlier than the
day after the despatch of the notice of the general meeting appointed for
such election and end no later than 7 days prior to the date of such general
meeting and the minimum length of the period during which such notices
to the Company may be given will be at least 7 days.

PROCEDURES FOR SENDING ENQUIRIES TO THE BOARD

Shareholders may send written enquiries to the Company, for the attention
of company secretary, by email: info@u-banquetgroup.com, or mail to Suite
1307, Cityplaza Four, 12 Taikoo Wan Road, Taikoo Shing, Hong Kong.

INFORMATION DISCLOSURE

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

CONCLUSION

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

.
pwec

To the shareholders of U Banquet Group Holding Limited
(incorporated in Cayman Islands with limited liability)

OPINION
What we have audited

The consolidated financial statements of U Banquet Group Holding Limited
(the “Company”) and its subsidiaries (the “Group”) set out on pages 80 to 224,
which comprise:

the consolidated balance sheet as at 31 December 2017;

the consolidated statement of comprehensive income for the year
then ended;

the consolidated statement of changes in equity for the year then
ended;

the consolidated cash flows statement for the year then ended; and

the notes to the consolidated financial statements, which include a
summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2017,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (‘HKICPA") and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (‘HKSAs") issued by the HKICPA. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit
of the Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA's Code of
Ethics for Professional Accountants (‘the Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code.

KEY AUDIT MATTERS

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

Key audit matters identified in our audit are summarised as follows:

Assessment of going concern assumption
Impairment assessment of property, plant and equipment

Purchase price allocation under business combination
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Key Audit Matter
HREFER

How our audit addressed the Key Audit Matter
BMWBET AR EFARBET SR

Assessment of going concern assumption

AHE R REERR

Refer to note 2.1(a) to the consolidated financial statements
B2 E P BHREMT210)

Due to the continuous weak in sales performance during the
year, the Group recorded a net loss of HK$56.2 million and
net cash used in operating activities of HK$9.4 million for the
year ended 31 December 2017 and net current liabilities of
HK$23.4 million on the same date.

These factors casted doubt on the Group's ability to continue
as a going concern. Accordingly, management prepared
a cash flow projection (having considered both base case
and downside scenarios) for a period not less than twelve
months from 31 December 2017 (“Forecast Period”). Based
on the projection, together with the availability of credit
facilities from a bank, a shareholder and a director of certain
subsidiaries, the directors considered it appropriate to prepare
the consolidated financial statements on a going concern
basis.
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In assessing the appropriateness of the going concern
assumption and disclosure by management, we have
performed the following procedures:

RFHEERBFLAFELEBRRREENS B IR
HFERBITNIIRRF:

Obtained the cash flow projection prepared by
management and discussed with senior management
to understand their current and future operation and
acquisition plans, the expected performance of the
Group and its future source of financing in the Forecast
Period;

Compared the key assumptions used, including
revenue growth rate, estimated gross profit and
estimated operating expenses, with historical trend
and data of the Group and external economic data
to assess the reasonableness of the key assumptions
adopted by management in the Forecast Period;

Agreed the Group's projected repayments for loans
from a shareholder and loans from a director of certain
subsidiaries included in the cash flow projection to
actual repayment;
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Key Audit Matter
HRETER

How our audit addressed the Key Audit Matter
BEMWEF MR EFARBET SR

Assessment of going concern assumption (Continued)

AEFESERR (B)

In carrying out the going concern assessment, management
took into account of the Group's ability to generate adequate
cash inflows from its operation, the availability of credit
facilities from a bank, a shareholder and a director of certain
subsidiaries to meet its future liquidity requirements. These
involved significant judgements and estimates made by
management as disclosed in the consolidated financial
statements, therefore we determined this area to be a key
audit matter.
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“E-LEER BREEERARAT

Obtained confirmations from a shareholder and a
director of certain subsidiaries for their intention of not
demanding repayment of the outstanding balances
for twelve months from the date of this report and
from a bank to confirm its intention of renewal of
banking facilities in coming annual review under
normal banking criteria;

Evaluated the sensitivity analysis prepared by
management around the key assumptions of the
cash flow projection to ascertain the extent and
likelihood of such changes in assumption have been
appropriately considered; and

Considered whether the management disclosures
relating to going concern included in the consolidated
financial statements are appropriate.

We found the key assumptions used in the managements cash
flow projection supported by available evidence and the result
of assessment was consistent with the disclosures made in the
consolidated statements based on procedures performed.
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Key Audit Matter
HREFER

How our audit addressed the Key Audit Matter
BMWBET AR EFARBET SR

Impairment assessment of property, plant and equipment

M- BERRERENGE

Refer to note 2.8 and 16 to the consolidated financial
statements.

The Group has significant property, plant and equipment in its
restaurants and wedding business segment which are subject
to impairment assessment whenever events or changes in
circumstances indicate that the carrying amounts may not be
recoverable.

Management considers an impairment indicator exists when
individual restaurant has negative earnings before interest,
tax, depreciation and amortisation (“EBITDA") for the year.
Accordingly, management prepared discounted cash flow
projections on those restaurants which had negative EBITDA
to assess their respective value-in-use up to the end of the
existing lease term (“Forecast Period”).
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In testing management’s impairment assessment of
property, plant and equipment, we have performed the

following procedures:

Obtained from management discounted cash flow
projections of individual restaurants, discussed with
senior management to understand their financial
budget and forecast operating results in the Forecast
Period;

Assessed the appropriateness of the valuation
methodology used by management;

Compared the assumptions used including annual
revenue growth rate, estimated gross profit and
estimated operating expenses with historical trend
and data of individual restaurant subject to the
impairment assessment and external economic data
to assess the reasonableness of these assumptions
adopted by management in the discounted cash flow
projections;
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Key Audit Matter How our audit addressed the Key Audit Matter
HREFER BEMWBEFNAREEFARET SR

Impairment assessment of property, plant and equipment (Continued)

W BERREBENE (&)

We focus on this because such impairment assessment
involved significant management judgment with respect to
the assumptions used such as annual revenue growth rate
and discount date, as disclosed in the consolidated financial
statements.

Used in-house valuation specialist to analyse the
reasonableness of the discount rate adopted by
management with reference to external data of
comparable companies in the market;

Evaluated the sensitivity analysis prepared by
management around the key assumptions of the
discounted cash flow projections to ascertain the
extent and likelihood of such changes have been
appropriately considered and disclosed; and

Considered whether disclosures in the consolidated
financial statements are adequate and appropriate.

Based on our procedures performed, we found the key
assumptions used in the impairment assessment of property,
plant and equipment were supported by available evidence
and the result of their assessment was consistent with the
disclosures made in the consolidated financial statements.
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Key Audit Matter
HRETER

How our audit addressed the Key Audit Matter
BEMNEFNAREEFARBET SR

Purchase price allocation under business combination

EBREHRTHBEERIER

Refer to note 2.2.1(a) and note 32 to the consolidated financial
statements.

During the year, the Group acquired the entire issued share
capital of New Fortune Holdings Group Limited for an
aggregate consideration of HK$87.8 million. In performing
the purchase price allocation, management has engaged an
independent qualified valuer to determine the fair values of
the identifiable net assets acquired at the acquisition date and
recognised any residual amount as goodwill.

As a result of this acquisition, the Group mainly recognised
investment properties amounted to HK$103.7 million which
was determined using the direct comparison approach. This
valuation involved a number of significant management
judgments and assumptions, including the selection of
comparable properties and the recent market selling price.

We focus on this because the amounts underlying purchase
price allocation, being the key element of the acquisition
method accounting, is material and involved a number of
significant management judgments and assumptions.
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In assessing the appropriateness of the purchase price
allocation made by management, we have performed the
following procedures:

Obtained the valuation report prepared by an
independent qualified valuer on the fair values of the
identifiable net assets. We assessed the competency,
objectivity and capability of the valuer and tested the
results of its work;

Obtained management'’s assessment and assessed
the appropriateness of the accounting treatment, the
identification and valuation of identifiable net assets
and the allocation of purchase price to the assets and
liabilities acquired; and

Assessed, together with our in-house valuation
specialist the appropriateness and valuation of the
identifiable net assets acquired. In particular, for
measuring the fair value of investment properties
acquired, we compared the key estimates adopted,
such as the market selling prices of comparable
properties, with available market data, taking into
consideration comparability and local market factors.

Based on our procedures performed, we found the purchase
price allocation exercise were supported by available
evidence.
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises all of the information included in the annual
report other than the consolidated financial statements and our auditor’s
report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND AUDIT COMMITTEE
FOR THE CONSOLIDATED FINANCIAL STATEMENTS

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

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

Audit Committee are responsible for overseeing the Group's financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

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

We communicate with Audit Committee regarding, among other matters,
the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify
during our audit.
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We also provide Audit Committee with a statement that we have complied
with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
related safeguards.

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

The engagement partner on the audit resulting in this independent auditor’s
report is Fong Wan Huen.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 27 March 2018
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Consolidated Statement of Comprehensive Income

iAW e A

For the year ended 31 December 2017 #Z2_—F—+F+_-A=1+—HIFZE

Year ended 31 December

BE+T-A=+t—BLEFE

2017 2016
—E—+tF | ZZET—XF
Note HK$’000 HKS'000
B FHExT FHTT
Revenue e 6 368,832 363,806
Other income HA WA 7 1,254 1,073
Cost of revenue W ER A AR 8 (98,854) (89,769)
Employee benefits expenses EERARAXE 10 (106,056) (110,948)
Depreciation e (23,900) (16,414)
Operating lease payments KSR E K (79,389) (74,617)
Utilities expenses NEFHEFRET (32,415) (33,344)
Other expenses HMFAS 9 (77,550) (73,212)
Gain on disposal of financial assets at HEZRAFEFABRZZ
fair value through profit or loss SREE W 2,206 -
Fair value gain of financial assets at BEAFEFAERZ
fair value through profit or loss ERMEE AT EYS 108 -
Fair value gain of investment properties &M% 2 A FE WK 17 1,094 400
Impairment loss of goodwill AR EEE 18 = (18,576)
Impairment of property, Y% BB R ERE
plant and equipment 16 (9,369) =
Other gain H bl s 7 295 718
Operating loss REER (53,744) (50,883)
Finance income B U A 12 615 349
Finance costs B 75 P AR 12 (2,178) (1,325)
Finance costs — net B ISR AR — 558 12 (1,563) (976)
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For the year ended 31 December 2017 #Z2=F—+F+ - H="1+—HI FE

Year ended 31 December

BE+-A=+t—BLEE

2017 2016
—E—tF | ZT—XF
Note HK$’000 HK$'000
B FET FHET
Loss before income tax METSHATEE (55,307) (51,859)
Income tax expense Fr8fiF X 13 (879) (1,987)
Loss for the year attributable to FEXRRREEARLEER
owners of the Company (56,186) (53,846)
Other comprehensive income/(loss): HMZ2MEW A~ (E#E) :
Items that may be reclassified to HiZAJpEEF HEE B o HH
profit or loss
Currency translation differences BEBREES 3,259 (53)
Total other comprehensive FEEMERERBA
income/(loss) for the year (BE) @ 3,259 (53)
Total comprehensive loss for FEARATEBA
the year attributable to owners of BEE2EERERE
the Company (52,927) (53,899)
Basic loss per share FREREE 14 (11 centsiE ) | (12 centsi1ll)
Diluted loss per share FREEEE 14 N/ATIE A N/AT 3 A
The notes on pages 87 to 224 are an integral part of these consolidated E875 004 M STRE AR I e A B RS SRR
financial statements. —B5
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Consolidated Balance Sheet

A B EA A&

As at 31 December 2017 R-FE—+F+_-_A=+—H

As at 31 December

BR+=BA=+-—H
2017 2016
ZE—tF | ZB—RF
Note HK$'000 HKS'000
B 5 FHET T T
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment Y - BB Mkt 16 43,260 53,285
Investment properties TEMSE 17 108,865 24,400
Goodwill S 18 21,720 =
Rental deposits Heke 2] 12,351 14,394
Prepayment for acquisition of property, ~ WIE# % - BE MRER
plant and equipment TE{T 5RIE 21 = 3,200
Prepayment for consultancy services 5 57 RS TR A RRIB 2] = 3,582
Deferred income tax assets RIEFTISTEE 30 5,345 6,632
191,541 105,493
Current assets REBEE
Trade receivables B 5 WG IE 20 1,955 1,993
Financial assets at fair value BRAFEFABRZ
through profit or loss TREE 22 3,447 =
Deposits, prepayments and other e FBNFIER
receivables A JE W R IR 21 25,873 33,351
Current income tax recoverable AU [l BN ERFR 1S 75 571 800
Cash and cash equivalents RekIREEEY 24 196,335 298,604
228,181 334,748
Non-current assets held for sale FELENIERBEE 23 32,182 =
Total assets BEE 451,904 440,241
EQUITY e
Equity attributable to owners of AAREEAELER
the Company
Share capital f& A 25 5,580 4,650
Share premium f& 17 @ B 25 236,120 90,326
Other reserves H 26 31,620 23,883
Accumulated losses RFtEE 26 (142,359) (86,173)
Total equity B 130,961 32,686
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Consolidated Balance Sheet %4 & & & %
As at 31 December 2017 R-ZE—+F+—-_H=+—H

As at 31 December

Rt+t=—BA=+—H
2017 2016
—E—+t5F ZE-RF
Note HK$'000 HKS$'000
B 5 FExT FET
LIABILITIES 8E&
Non-current liabilities FRBEE
Accruals et &M 28 4,500 7,704
Deposits received Bz e 28 4,653 552
Borrowings B 29 - 207
Deferred income tax liabilities RIEFTSHRAE 30 24,769 2,660
Provision for reinstatement costs {E1E R AR B 31 3,278 2,896
37,200 14,019
Current liabilities REEE
Trade payables 2 5 IE 27 17,550 13,645
Accruals, provisions and other payables &=+ 2 FH - B &
A E A IR 28 24,228 24,529
Deposits received BlliEE 28 40,577 26,605
Amount due to a related company FEAS — BB EE A B 5RIR 37 3,621 -
Current income tax liabilities BERFT SR & & 804 522
Amount due to a director e —REFHA 37 1,100 1,100
Loans from a shareholder &GN 37 150,690 280,387
Provision for reinstatement costs 1E1E R A s 31 173 436
Borrowings (EEN 29 45,000 46,312
283,743 393,536
Total liabilities wmaes 320,943 407,555
Total equity and liabilities BERREE 451,904 440,241
The notes on pages 87 to 224 are an integral part of these consolidated FR7E 224 B KM B I 458 B SRR A

financial statements.

The consolidated financial statements on pages 80 to 224 were approved by
the Board of Directors on 27 March 2018 and were signed on its behalf

Sang Kanggiao

RET
Director

EF

—#
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Consolidated Statement of Changes in Equity
e Ik X ES

For the year ended 31 December 2017 #Z2_—F—+F+_-A=1+—HIFZE

Attributable to owners of the Company

FAREEAELS
Share-based
Share Share Capital Exchange payment Accumulated
capital premium reserve reserve reserve losses Total
BB A

RN
Bx  ROEE BARE EXEE  OREE  RHER Y
HK$'000 HK$/000 HKS'000 HKS'000 HKS'000 HK$000 HKS'000
TAL TAL TAL TAR TAT TAL TAL

For the year ended BE-E-5F
31 December 2016 TZA=t-ALEE
Balance as at 1 January 2016 RZE—R
—A—-BH&ER 4650 90326 4986 - 18950 (32327) 86,585
Comprehensive income: 2EMUA:
Loss for the year FEPE - - - - - (53,846) (53,846)
Other comprehensiveloss: ~ Eft2HEIE
Currency translation difference ~ E¥REZE = = = (53) - - (53)
Total other comprehensive loss H#1 2 EFEAE - - - (53) = - (53)
Total comprehensive loss 2EHRAE - - - (53) - (53,846) (53,899)
Balance as at RZB-RE
31 December 2016 +-A=1+-H
iofes:3 4650 90326 4986 (53) 18950 (86,173) 32686
For the year ended BE-E-t
31 December 2017 TZAZt-HLEEE 4650 90326 4986 (53) 18950 (86,173) 32686
Balance as at 1 January 2017 N_E—LF
—R—BR&E#
Comprehensive income: 2EKA:
Loss for the year FEBE - - - - - (56,186) (56,186)
Other comprehensive income: E At ZHEKA :
Currency translation difference  E¥HME = - - - 3259 - - 3259

Total other comprehensive ~ Hti2ERALE
income = = = 3259 = = 3,259

Transactions with ownersin B AUEHE A
their capacity as owners: MERETHRS
Issuance of ordinary shares by~ ERALEHITEBR

placing (Note 25) (fi¥5525) . 930 145,79 - - - - 146,724
Share-based payment (Note 34)  LARR13 RELRER) 38
CE=D) - - - - 4478 = 4478
Balance as at RZBE—+E
31 December 2017 +ZA=t+-RMLeH 5,580 236,120 4,986 3,206 23428 (142,359) 130,961

The notes on pages 87 to 224 are an integral part of these consolidated — 5587Z224 8 KMt s Ak I 47 & B IRz Y
financial statements. —EB5 o
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Consolidated Cash Flows Statement
GRBeRak

For the year ended 31 December 2017 #tZE —ZFE—+F+_-A=+—HIFFZ

Year ended 31 December

BE+-A=+t—BLEE

2017 2016
—E—tF | ZT—XF
Note HK$’000 HK$'000
Bt FHExT FHET
Cash flows from operating activities RETHMBRENE
Cash used in operations KEMARS 33(a) (9,662) (4,438)
Hong Kong profits tax received, net BUWRBEEFEH  FE 246 1,773
Net cash used in operating activities KEEBATARIR &5 (9,416) (2,665)
Cash flows from investing activities RETEHHBRENE
Interest received BUF & 12 121 8
Purchases of property, plant and equipment BB 13 - BB &% (27,800) (25,454)
Deposit refund/(deposit) for acquisition of Wi — IR B ER
an investment property ReRR (ES) 5,590 (5,590)
Proceeds from disposal of property, HEME MEREHEZ
plant and equipment FriS 3R 295 =
Proceeds from disposal of a subsidiary HE—HBARZ
FiSFRIA - 718
Payment for acquisition of subsidiary, G NEPNCIPANE &
net of cash acquired (Note 32) HKREWER e
(B E32) (83,072) -
Payment for purchase of trading securities BERXFBEF 2 (21,783) -
Proceeds from trading securities R 5 BH 2 15588 20,650 -
Net cash used in investing activities & EE AR S 58 (105,999) (30,318)
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Consolidated Cash Flows Statement % 4 3 & i & %
For the year ended 31 December 2017 #Z=F—+F+-HA=1—HIFF

Year ended 31 December

BZ+t=-BA=1+—-HILEE
2017 2016
—E—tF | ZE—XF
Note HK$’000 HKS'000
B 5% FET FET

Cash flows from financing activities RETEMERENE

Interest paid BFE (2,059) (1,213)

Proceeds from borrowings B FT1S 58 45,000 25,000

Repayments of borrowings EEEBR (46,124) (3,126)

Repayments of finance leases BEMEHE (395) (331)

Proceeds from loans from a shareholder REE R ZFBRIE 150,690 280,387

Repayment of loans from a shareholder BERRER (280,387) -

Issuance of ordinary shares by placing PABE & 75 =BT AR 25 146,724 -

Amount due to a director ERN—REERIE - 1,100
Net cash generated from financing activities Bl & )& B A I8 & /% 58 13,449 301,817
Net (decrease)/increase in cash and BekBELEEM (RLD)

cash equivalents HONFEE (101,966) 268,834
Cash and cash equivalents at beginningof ~ F#1IR& KRS EEY

the year 298,604 29,820
Currency translation differences B E =R (303) (50)
Cash and cash equivalents at end of the year FRIRE KR ©FEY 24 196,335 298,604

The notes on pages 87 to 224 are an integral part of these consolidated

financial statements.
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Notes to the Consolidated Financial Statements

GENERAL INFORMATION

U Banquet Group Holding Limited (the “Company”) was incorporated
in the Cayman Islands on 20 June 2013 as an exempted company
with limited liability under the Companies Law (2010 Revision) of the
Cayman Islands. The address of the Company's registered office is Floor
4, Willow House, Cricket Square PO. Box 2804, Grand Cayman KY1-
1112, Cayman lIslands. The Company's principal place of business is
located at Suite 1307, Cityplaza Four, 12 Taikoo Wan Road, Taikoo Shing,
Hong Kong.

The Company is listed on the Main Board of The Stock Exchange of
Hong Kong Limited.

The Company is an investment holding company and its subsidiaries
(collectively, the “Group”) are principally engaged in the operation
and franchising of a chain of Chinese restaurants, property leasing and
securities trading business.

These consolidated financial statements are presented in Hong Kong
dollars ("HKS") and all values are rounded to the nearest thousand
(HKS'000) unless otherwise stated. These consolidated financial
statements have been approved for issue by the Board of Directors on
27 March 2018.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all years presented, unless otherwise
stated.

2.1 Basis of preparation

The consolidated financial statements of the Company have
been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (‘HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (‘HKICPA") and
the disclosure requirements of the Hong Kong Companies
Ordinance. The consolidated financial statements have been
prepared under the historical cost convention, as modified by
the revaluation of investment properties and financial assets at
fair value through profit or loss, which are carried at fair value.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1

Basis of preparation (Continued)

The preparation of the consolidated financial statements in
conformity with HKFRSs requires the use of certain critical
accounting estimates. It also requires management to exercise
its judgment in the process of applying the Group's accounting
policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements are disclosed
in Note 4.

(a)

Going concern hasis

During the year ended 31 December 2017, the
Group recorded a net loss of HK$56,186,000 (2016:
HK$53,846,000) and had operating net cash outflow
of HK$9,416,000 (2016: HK$2,665,000). As at the same
date, the Group's current liabilities exceeded its current
assets (including non-current asset held for sale) by
approximately HK$23,380,000 (2016: HK$58,788,000).

On 20 April 2017, the Company entered into a
memorandum of understanding (“MOU") with Gefeng
Environmental Protection Technology Co., Ltd. (“Ge
Feng”) and Dr. Feng Xiangdong (‘Dr. Feng”) in respect
of the proposed capital injection into Ge Feng. Ge Feng
and its subsidiaries (collectively as “Ge Feng Group”) has
patented technologies in nanoceramics with targeted
bonding features and principally engaged in sales of new
materials and equipment used for environmental control
and undertaken various environmental projects, including
water treatment, soil remediation and atmospheric
control in Mainland China. Subsequent to the balance
sheet date, on 20 January 2018, the Company, Ge Feng
and Dr. Feng entered into a second supplemental
agreement to the MOU pursuant to which the parties
agreed to, among others, further extend the exclusivity
period for further six-month in order to allow additional
time for the negotiation process. Upon the execution of
the second supplemental agreement to the MOU, the
exclusivity period shall expired on fifteen-month period
from the date of the MOU.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1

Basis of preparation (Continued)

(a)

Going concern basis (Continued)

On 9 February 2018, a wholly owned subsidiary of the
Company (the “Purchaser”) and Mr. Wan Zhong (the
“Vendor”) entered into a sales and purchase agreement
in which the Purchaser has conditionally agreed to
purchase, and the Vendor has conditionally agreed to
sell 51% of the entire issued share capital of BYL Property
Holdings Group Limited, a company incorporated in the
British Virgin Islands and wholly owned by the Vendor
("BYL"), at aggregate consideration of RMB132,600,000
(subject to adjustments) (equivalent to approximately
HK$159,120,000). BYL and its subsidiaries (collectively
as “BYL Target Group”) is principally engaged in the
environmental maintenance business in Mainland China.
The completion of the agreement is subject to certain
conditions, including but not limited to, the satisfactory
completion of due diligence by the Company which has
yet been fulfilled up to the date of this report.

The above matters indicated that the Group will need
additionals funds to finance these transactions which are
currently yet to be secured.

In view of these circumstances, the directors of the
Company have given careful consideration of the
liquidity requirement for its current operation and future
acquisition plans, the performance of the Group and
its available sources of financing in assessing whether
the Group has sufficient financial resources to continue
as a going concern. The directors have reviewed the
Group's cash flow projections prepared by management
covering a period of not less than twelve months from 31
December 2017. Several measures have been put in place
by the directors of the Company to alleviate the liquidity
pressure. It includes:
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.1

Basis of preparation (Continued)

(a) Going concern basis (Continued)

(i)

The Company and Mr. Sang Kanggiao, a controlling
shareholder and the chairman of the Board, entered
into a loan facility agreement for a term of 2 years
from 1 November 2016 of which Mr. Sang Kanggiao
has agreed to make available to the Company from
time to time an unsecured loan facility amounting
to HK$300,000,000 with an interest rate of 4.5% per
annum. As at 31 December 2017, loans due to a
shareholder, totaled to HK$150,690,000, was drawn
down for providing short term liquidity to finance
the potential acquisition of 51% of the entire issued
share capital of BYL Property Holdings Group
Limited (See Note 38 for details). Subsequent to the
balance sheet date, the loans from a shareholder
of HKS$142,920,000 were repaid to minimise the
interest expenses incurred by the Group. Mr. Sang
Kanggiao also confirmed that he will not demand
for repayment of the remaining outstanding
balances as at 31 December 2017 for a period of
twelve months from the date of this report.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.1

Basis of preparation (Continued)

(a) Going concern basis (Continued)

(if)

U Banquet Group Limited, a subsidiary of the
Company, also entered into a loan facility
agreement with a director of certain subsidiaries
pursuant to which the director has agreed to
make available to the Company from time to
time an unsecured loan facility amounting to
HK$60,000,000 with an interest rate of 4.5% per
annum for a term of 2.5 years from 9 May 2017. As
at 31 December 2017, a total of HK$45,000,000 was
drawn down for general working capital purpose.

Subsequent to the balance sheet date, with
the completion of the disposal of the industrial
properties and residential properties classified
under non-current assets held for sale (see Note
23 for details), the Group repaid HK$20,000,000
loans due to a director of certain subsidiaries. The
director has confirmed that he will not demand for
repayment of the remaining outstanding balances
for a period of twelve months from the date of this
report.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.1

Basis of preparation (Continued)

(a) Going concern basis (Continued)

(i)

As disclosed in Note 38 to the consolidated
financial statements, on 15 March 2018, the
Company entered into an agreement for the
placing of up to an aggregate of 180,000,000 new
ordinary shares of the Company to not less than six
placees at a price of HK$1.8 per share, subject to the
conditions precedent set out in the agreement.

On the same date, the Company entered into a
subscription agreement with CASIC Investment
Fund Management (Beijing) Limited Company
(the “Subscriber”) in which the Subscriber has
conditionally agreed to subscribe for (or procure
the subscription by its nominee(s)) and the
Company has conditionally agreed to allot and
issue an aggregate of another 180,000,000 new
ordinary shares of the Company at a price of HK$1.8
per share.

Upon the fulfillment of the conditions precedent
and completion of the above placement and share
subscription, the Company expects to receive a net
proceeds of approximately HK$643,300,000.

“E-LEER BREEERARAT

2

TESTHREME (©)
21 REBEEXE ()

@) FHEEEEEB)

(iii)

iR A B RS 3R
=B FE3SAT IR BE -
ARaR=—Z—N\
F=A+AHAGIZ
Wk - ARIBE R EPT
Bz ARG
EERISETZE
& 1R A 7 A
EARES KRS
180,000,000/% 2~ A 7]
g mpR o

i EIN= NN B
MARTIHREES
EE(ER)ARA
7 ([RBAL)EIZ
RERZ HPR
BABKERER
B(REEERS
ARE) MAREH
BHEREZRSRS
BT Z B% BT
BRETEHAERA
7]180,000,000% ¥ &
R -

ST TR R E A
L E RIRMHR
i e D R -/ NN
T8 HA % W B B 15 3R
TH 5458 49643,300,000
IT e



2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.1

Basis of preparation (Continued)

(a) Going concern basis (Continued)

(iv)

(v)

As at 31 December 2017, the Group had total
banking facilities of approximately HK$29,000,000,
of which approximately HKS$11,086,000 was utilised
for issuance of letters of guarantee in favour of
landlords for rental and utility deposits. The Group's
banking facilities are subject to annual review for
renewal, and the upcoming renewal date is in April
2018. Management is in negotiation with the bank
for renewal of the Group's banking facilities. The
directors of the Company are of the opinion that
such banking facilities will be renewed upon expiry
and continue to be available to the Group for the
next twelve months from the date of this report.

Implementing measures to improve profitability/
cash flows and cost containment measures to
reduce capital and operational expenditures.
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Notes to the Consolidated Financial Statements %: & M # # 7 Jif 7t

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.1 Basis of preparation (Continued)
(b) Amendments to standards adopted by the Group

The Group has applied the following amendments to
standards for the first time for their annual reporting
period commencing 1 January 2017:

Recognition of deferred tax assets for unrealised
losses — Amendments to HKAS 12

Disclosure initiative — amendments to HKAS 7

Disclosure of interests in other entities -
amendments to HKFRS 12

Except for the amendments to HKAS 7 which results in
additional disclosure of changes in liabilities arising from
financing activities, see note 33(d), the adoption of the
above amendments to standards did not have material
impact on the consolidated financial statements or result
in any significant changes to the Group's significant
accounting policies.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ? FESHBEHSE®
(Continued)
2.1 Basis of preparation (Continued) 21 REEE (#)

(d  New standards and amendments to existing standards (d
that have been issued but are not effective and have
not been early adopted by the Group

FraT BRI R BB ERIHI1E
FTAEE 1R R RE
R KEE T AR BIRA

Effective for

annual periods
beginning on or after
RUT B Z#
Fsa M FE AN

HKFRS 1 (Amendments)
BEREMBREENFZ OB
HKFRS 2 (Amendments)
BERMBREEEIROEE]

HKFRS 4 (Amendments)
BRMBREER B4R BT

HKFRS 9
BB P IS R ER
HKFRS 15
BARTRE R E 155
HKFRS 17
BRMBHRERAE7H

First time adoption of HKFRS
BRRBE BB RE LR
Classification and measurement of

share-based payment transactions
ARG AERONRR G 2o EREE
Insurance Contracts

REREH

Financial instruments

SRIA

Revenue from contracts with customers
BEF&HKE

Insurance contracts

REREH
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 FERETHREME@
(Continued)
2.1 Basis of preparation (Continued) 21 REEE(#)

(c)  New standards and amendments to existing standards (0 FFTERIRAEERE
that have been issued but are not effective and have FTARE fEf IR R4
not been early adopted by the Group (Continued) % X EETAEEETRN

(&
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HKAS 40 (Amendments)

BB G ERF40HRAER]

HKFRS 16

BEARMBHRELRF 165

HK(IFRIC) 23

Foreign Currency Transactions and Advance
Consideration

IHNER G RANRE

Investments in associates and joint ventures

REFE AR R ERENRE

Transfers of investment property
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1

Basis of preparation (Continued)

(9

New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

The above new standards, amendments to existing
standards and interpretations have been published that
are not mandatory for the annual reporting periods
commencing 1 January 2017 and have not been early
adopted by the Group. The Group intends to adopt the
above new standards, amendments to existing standards
and interpretation when they become effective. The
Group's assessment of the impact of these new standards
and interpretations is set out below.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)

(9

New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

(i) HKFRS 9 Financial Instruments
Nature of change

HKFRS 9 “Financial instruments” replaces the whole
of HKAS 39. HKFRS 9 has three financial asset
classification categories for investments in debt
instruments: amortised cost, fair value through
other comprehensive income (‘FVOCI”) and fair
value through profit or loss. Classification is driven
by the entity's business model for managing the
debt instruments and their contractual cash flow
characteristics. Investments in equity instruments
are always measured at fair value. However,
management can make an irrevocable election to
present changes in fair value on equity instruments
in other comprehensive income, provided the
instrument is not held for trading. If the equity
instrument is held for trading, changes in fair value
are presented in profit or loss. For financial liabilities
there are two classification categories: amortised
cost and fair value through profit or loss. Where
non-derivative financial liabilities are designated
at fair value through profit or loss, the changes in
the fair value due to changes in the liability’s own
credit risk are recognised in other comprehensive
income, unless such changes in fair value would
Create an accounting mismatch in profit or loss, in
which case, all fair value movements are recognised
in profit or loss. There is no subsequent recycling
of the amounts in other comprehensive income to
profit or loss. For financial liabilities held for trading
(including derivative financial liabilities), all changes
in fair value are presented in profit or loss.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)

(c)  New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

(i)

HKFRS 9 Financial Instruments (Continued)

Nature of change (Continued)

HKFRS 9 also introduces a new model for the
recognition of impairment losses — the expected
credit losses (ECL) model, which constitutes a
change from the incurred loss model in HKAS
39. The new model applies to debt instruments
measured at FVOC], financial assets classified at
amortised cost, contract assets under HKFRS 15,
lease receivables, loan commitments and certain
financial guarantee contracts. The HKFRS 9 ECL
model contains a ‘three stage’ approach, which is
based on the change in credit quality of financial
assets since initial recognition. Assets move through
the three stages as credit quality changes and the
stages dictate how an entity measures impairment
losses and applies the effective interest rate
method. Where there is a significant increase in
credit risk, impairment is measured using lifetime
ECL rather than 12-month ECL.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.1 Basis of preparation (Continued)

()  New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

(i) HKFRS 9 Financial Instruments (Continued)

Impact

The Group does not expect the new guidance
to have significant impact on the classification
and measurement of its financial assets as the
Group does not have any debt instruments that
would be classified as available-for-sale financial
assets or held-to-maturity under HKAS 39. There
are no material difference in measurements and
classification for equity investment measured at fair
value through profit or loss.
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)

(c)  New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

(i)

HKFRS 9 Financial Instruments (Continued)

Impact (Continued)

The Group also does not expect there will be any
significant impact on the Group's accounting for
its financial liabilities, as the new requirements only
affect the accounting for financial liabilities that are
designated at fair value through profit or loss and
the Group does not have such liabilities.

For the new impairment model requires the
recognition of impairment provisions based on
ECL model, based on the assessments undertaken
by the Group to date, the implementation is not
expected to result in any significant impact on the
Group's consolidated financial position and results
of operations except that it may result in an earlier
recognition of credit losses.

Date of adoption by Group

The new standard are mandatory for adoption
for financial years commencing on or after 1
January 2018. The Group will apply the new rules
retrospectively from 1 January 2018, with the
practical expedients permitted under the standard.
Comparative figures for 2017 will not be restated.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)

(c)  New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

(i)

HKFRS 15 Revenue from Contracts with Customers

Nature of change

HKFRS 15 “Revenue from Contracts with
Customers” — This new standard replaces the
previous revenue standards: HKAS 18 “Revenue”
and HKAS 11 “Construction Contracts”, and the
related interpretations on revenue recognition.
HKFRS 15 establishes a comprehensive framework
for determining when to recognise revenue and
how much revenue to recognise through a 5-step
approach: (1) Identify the contract(s) with customer;
(2) Identify separate performance obligations in
a contract; (3) Determine the transaction price;
(4) Allocate transaction price to performance
obligations; and (5) Recognise revenue when
performance obligation is satisfied.

The core principle is that the entity should
recognise revenue to depict the transfer of
promised goods or services to the customer in an
amount that reflects the consideration to which
the company expects to be entitled in exchange
for those goods or services. [t moves away from a
revenue recognition model based on an “earnings
processes” to an “asset-liability” approach based
on transfer of control. HKFRS 15 provides specific
guidance on capitalisation of contract cost,
license arrangements and principal versus agent
considerations. It also includes a cohesive set of
disclosure requirements about the nature, amount,
timing and uncertainty of revenue and cash flows
arising from the entity's contracts with customers.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)

(c)  New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

(i)

HKFRS 15 Revenue from Contracts with Customers
(Continued)

Impact

The Group is principally engaged in the operation
of Chinese restaurant and wedding business,
property leasing business and securities trading
business. Management has assessed the effects
of applying the new standard on the Group’s
consolidated financial statements. Based on
the assessments undertaken to date, the
implementation of HKFRS 15 is not expected to
result in any significant impact on the Group's
financial position and results of operations as the
Group does not introduce any customer loyalty
programme or sales of any bundle of goods or
services which are likely to be affected by the new
HKFRS 15.

Date of adoption by group

Mandatory for financial years commencing on or
after 1 January 2018. The Group intends to adopt
the standard using the modified retrospective
approach which means that the cumulative
impact of the adoption will be recognised in
retained earnings as of 1 January 2018 and that
comparatives will not be restated.
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Notes to the Consolidated Financial Statements %: & M # # 7 Jif 7t

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of preparation (Continued)

(c)  New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

2.1

(i)

HKFRS 16, Leases

Nature of change

HKFRS 16 provides new provisions for the
accounting treatment of leases which does not
require lessees to classify their leases as either
finance leases or operating leases and account
for those two types of leases differently. HKFRS 16
will no longer allow lessees to account for certain
leases outside the statements of financial position.
Instead, all long-term leases must be recognised in
the form of assets (for the rights of use) and lease
liabilities (for the payment obligations), both of
which may be carried initially at the discounted
present value of the future operating lease
commitments subject to certain exceptions and
arrangements that do not qualify as leases under
HKFRS 16. Short-term leases with a lease term of
twelve months or less and leases of low-value
assets are exempt from such reporting obligations.

The new standard will therefore result in
recognition of a right-to-use asset and an increase
in lease liabilities in the consolidated statement of
financial position. In profit or loss, rental expenses
will be replaced with depreciation and interest
expense and the classification of cash flows in the
cash flow statements may also be affected.
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Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)

(c)  New standards and amendments to existing standards (d
that have been issued but are not effective and have

not been early adopted by the Group (Continued)

(iiiy  HKFRS 16, Leases (Continued)

Impact

The Group is a lessee of certain land and
buildings for its Chinese restaurant and wedding
business operation and office which are currently
classified as operating leases. The Group's current
accounting for such leases is to record the rental
expenses in the Group's consolidated statement
of comprehensive income in the year they
are incurred with the related operating lease

commitments being separately disclosed.
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income, the annual rental and amortisation
expenses of prepaid operating lease under
otherwise identical circumstances will decrease,
while depreciation of right-of-use of assets and
interest expense arising from the financial liabilities

will increase.

As at the reporting date, the Group has non-
cancellable operating lease commitments of
HK$128,881,000. However, the Group has not yet
determined to what extent of these commitment
will result in the recognition of assets and liabilities
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.1 Basis of preparation (Continued)

()  New standards and amendments to existing standards
that have been issued but are not effective and have
not been early adopted by the Group (Continued)

(iii)

HKFRS 16, Leases (Continued)

Impact (Continued)

For the leases which the Group is the lessor, the
adoption of HKFRS 16 is not expected to result
in any significant changes in its recognition and
measurements.

Date of adoption by group

Mandatory for financial years commencing on or
after 1 January 2019. The Group does not intend
to adopt the standard before its effective date. The
Group intends to apply the simplified transition
approach and will not restate comparative amounts
for the year prior to first adoption.

There are no other standards that are not yet
effective and that would be expected to have a
material impact on the Group in the current or
future reporting periods and on foreseeable future
transactions.
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Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.2 Subsidiaries

2.2.1

Consolidation

A subsidiary is an entity (including a structured entity)
over which the Group has control. The Group controls
an entity when the Group is exposed to, or has rights to,
variable returns from its involvement with the entity and
has the ability to affect those returns through its power
over the entity. Subsidiaries are consolidated from the
date on which control is transferred to the Group. They are
deconsolidated from the date that control ceases.

Intra-group transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the transferred asset. When necessary, amounts reported
by subsidiaries have been adjusted to conform with the
Group's accounting policies.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@)

Business combination

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred
the liabilities incurred to the former owners of the
acquiree and the equity interests issued by the
Group. The consideration transferred includes the
fair value of any asset or liability resulting from a
contingent consideration arrangement. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values at the
acquisition date. The Group recognises any
non-controlling interest in the acquiree on an
acquisition-by-acquisition basis, either at fair value
or at the non-controlling interest's proportionate
share of the recognised amounts of acquiree’s
identifiable net assets.

Acquisition-related costs are expensed as incurred.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.2 Subsidiaries (Continued)
2.2.1 Consolidation (Continued)

(@)

Business combination (Continued)

If the business combination is achieved in stages, as
the carrying value of the acquirer's previously held
equity interest in the acquiree is re-measured to
fair value at the acquisition date; any gains or losses
arising from such re-measurement are recognised
in the consolidated statement of comprehensive
income.

Any contingent consideration to be transferred
by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the
fair value of the contingent consideration that is
deemed to be an asset or liability is recognised
in accordance with HKAS 39 in the consolidated
statement of comprehensive income. Contingent
consideration that is classified as equity is not
remeasured, and its subsequent settlement is
accounted for within equity.

The excess of the consideration transferred, the
amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the
fair value of the identifiable net assets acquired is
recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised
and previously held interest measured is less than
the fair value of the net assets of the subsidiary
acquired in the case of a bargain purchase, the
difference is recognised directly in the consolidated
statement of comprehensive income.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@)

Business combination (Continued)

Intra-group transactions, balances and unrealised
gains on transactions between group companies
are eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of
an impairment of the transferred asset. When
necessary, amounts reported by subsidiaries
have been adjusted to conform with the Group's
accounting policies.

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests that
do not result in loss of control are accounted for
as equity transactions — that is, as transactions
with the owners in their capacity as owners. The
difference between fair value of any consideration
paid and the relevant share acquired of the carrying
value of net assets of the subsidiary is recorded
in equity. Gains or losses on disposals to non-
controlling interests are also recorded in equity.
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Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@]

Disposal of subsidiaries

When the Group ceases to have control, any
retained interest in the entity is re-measured to its
fair value at the date when control is lost, with the
change in carrying amount recognised in profit or
loss. The fair value is the initial carrying amount for
the purposes of subsequently accounting for the
retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously
recognised in other comprehensive income in
respect of that entity are accounted for as if the
group had directly disposed of the related assets
or liabilities. It means the amounts previously
recognised in other comprehensive income are
reclassified to profit or loss or transferred to another
category of equity as specified/permitted by
applicable HKFRSs.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.2 Subsidiaries (Continued)

2.3

24

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost less
impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for
by the Company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial
statements of the investee's net assets including goodwill.

Segment reporting

Operating segments are reported in a manner consistent

with the internal reporting provided to the chief operating
decision-maker (the “CODM"). The CODM is responsible for
allocating resources and assessing performance of the operating
segments.

Foreign currency transaction

(a)

Functional and presentation currency

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

RN BREEEREARAT

2

TESHRREE (@)

22 MYBATR (&)

222 B EHK
PAM B AR 2 BB IRA A
EMB RN B A B
EIRE T H R o
WD E 2 EEMALD T
2B AR B R E AR B A
E%o

(EIELENGE S L1
% SR H B R AR B HA
&M B A Az 2 EUR AL
BRI ER LA
BHRERZRAEBLGS
MEHMERPAIRIRRE R F
REE (BEBE) 2K
HE AAHZSHER
Bl Z R EEITRERIF -

23 DEEHR
TS 2R E R B
BREA((EBLEREAD
PR NS 2R — B T B4
EREABBREHBHERD
o R IR A o

24 HNEERS

@ WEERZIEE

AEBEBERNGE UK
AREFAFIEE IR ARE
BREMENTIELER
BB ([Thea® ))&t
B -BRAEPBHRRALR
AN EE R AEER
2iE¥ET ([Brl)2
5l| -



2

Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)
2.4 Foreign currency transaction (Continued)

(b) Transactions and balances
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Foreign currency transactions are translated into the INER G THIRAZ S A IR

functional currency using the exchange rates prevailing
at the dates of the transactions or valuation where
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and from the translation at year-end exchange rates of EIRFRERREELD
monetary assets and liabilities denominated in foreign EEE%'E/\\?\Q%EH&
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losses are presented in the consolidated statement of X250

comprehensive income within ‘other expenses'.

()  Group companies

The results and financial position of all the group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different
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(i) assets and liabilities for each balance sheet

presented are translated at the closing rate at the 0]

date of that balance sheet;

(i) income and expenses for each income statement (i)
are translated at average exchange rates (unless
this average is not a reasonable approximation
of the cumulative effect of the rates prevailing
on the transaction dates, in which case income
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.4 Foreign currency transaction (Continued)

2.5

(c)  Group companies (Continued)

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate. Currency translation differences arising are
recognised in other comprehensive income.

Property, plant and equipment

Land and buildings comprise mainly offices. Property, plant
and equipment is stated at historical cost less accumulated
depreciation and impairment. Historical cost includes
expenditure that is directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset's carrying amount
or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to
the consolidated statement of comprehensive income during
the financial period in which they are incurred.
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Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.5 Property, plant and equipment (Continued)

Depreciation on property, plant and equipment is calculated
using the straight-line method to allocate their cost to their
residual values over their estimated useful lives, as follows:

Leasehold improvements

Air-conditioning

Equipment
Furniture and fixtures

Motor vehicles

Leasehold land classified as
finance lease

Building

Shorter of 5 years and the
unexpired lease term

Shorter of 5 years and the
unexpired lease term

5 years
5 years

3'/3 years

Shorter of remaining period of the
lease or useful life

33 years
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.5

2.6

Property, plant and equipment (Continued)

The asset's residual values and useful lives are reviewed, and
adjusted if appropriate, at each reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount (see Note 2.8).

Gains and losses on disposals are determined by comparing
the proceeds with the carrying amount and are recognised
within ‘other expenses' in the consolidated statement of
comprehensive income.

Investment properties

Investment properties, principally comprising leasehold land
and buildings, are held for long-term rental yields for capital
appreciation or both, and are not occupied by the Group.

Land held under operating leases are accounted for as
investment properties when the rest of the definition of an
investment property is met. The operating lease is accounted for
as if it were a finance lease.

Investment properties are measured initially at its cost, including
related transaction costs and where applicable borrowing costs.
After initial recognition at cost, investment properties are carried
at fair value, representing open market value determined at
each reporting date by external valuers. Fair value is based on
active market prices, adjusted, if necessary, for any difference
in the nature, location or condition of the specific asset. If
the information is not available, the Group uses alternative
valuation methods such as recent prices on less active markets
or discounted cash flow projections. Changes in fair values
are recorded in the consolidated statement of comprehensive
income.
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.6

Investment properties (Continued)

The fair value of investment property reflects, among other
things, rental income from current leases and assumptions
about rental income from future leases in the light of current
market conditions. The fair value also reflects, on a similar basis,
any cash outflows that could be expected in respect of the
property. Some of those outflows are recognised as a liability,
including finance lease liabilities in respect of land, if any,
classified as investment property; others, including contingent
rent payments, are not recognised in the consolidated financial
statements.

Subsequent expenditure is capitalised to the asset’s carrying
amount only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost
of the item can be measured reliably. All other repairs and
maintenance costs are expensed in the consolidated statement
of comprehensive income during the financial period in which
they are incurred.

Investment properties are derecognised either when they
have been disposed of or when the investment properties are
permanently withdrawn from use and no future economic
benefit is expected from its disposals.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.7

Goodwill

Goodwill arises on the acquisition of subsidiaries and represents
the excess of the consideration transferred over Group's interest
in net fair value of the net identifiable assets, liabilities and
contingent liabilities of the acquiree and the fair value of the
non-controlling interest in the acquiree.

For the purpose of impairment testing, goodwill acquired
in a business combination is allocated to each of the cash-
generating units (“CGUs"), or groups of CGUs, that is expected
to benefit from the synergies of the combination. Each unit or
group of units to which the goodwill is allocated represents the
lowest level within the entity at which the goodwill is monitored
for internal management purposes. Goodwill is monitored at the
operating segment level.

Goodwill impairment reviews are undertaken annually or
more frequently if events or changes in circumstances indicate
a potential impairment. The carrying value of goodwill is
compared to the recoverable amount, which is the higher
of value in use and the fair value less costs to sell. Any
impairment is recognised immediately as an expense and is not
subsequently reversed.
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.8

2.9

Impairment of non-financial assets

Assets that have an indefinite useful life for example, goodwill,
are not subject to amortisation and are tested annually for
impairment.

Other assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised for
the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of
an asset's fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets that suffered
impairment are reviewed for possible reversal of the impairment
at each reporting period.

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction
rather than through continuing use and a sale is considered
highly probable. They are measured at the lower of their carrying
amount and fair value less costs to sell, except for assets such
as deferred tax assets, assets arising from employee benefits,
financial assets and investment property that are carried at fair
value and contractual rights under insurance contracts, which
are specifically exempt from this requirement.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.9 Non-current assets held for sale Continued)

An impairment loss is recognised for any initial or subsequent
write-down of the asset to fair value less costs to sell. A gain is
recognised for any subsequent increases in fair value less costs
to sell of an asset (or disposal group), but not in excess of any
cumulative impairment loss previously recognised. A gain or loss
not previously recognised by the date of the sale of the non-
current asset is recognised at the date of derecognition.

Non-current assets classified as held for sale are presented
separately from the other assets in the consolidated balance
sheet.

2.10 Financial assets
(i)  assification

The Group classifies its financial assets as financial
assets at fair value through profit or loss and loans and
receivables. The classification depends on the purpose for
which the financial assets were acquired. Management
determines the classification of its financial assets at initial
recognition.

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

The Group classifies financial assets at fair value
through profit or loss if they are acquired principally
for the purpose of selling in the short term, i.e.
are held for trading. They are presented as current
assets if they are expected to be sold within 12
months after the end of the reporting period;
otherwise they are presented as non-current
assets. The Group has not elected to designate any
financial assets at fair value through profit or loss.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.10 Financial assets (Continued)

(i)

(i)

Classification (Continued)

(b)  Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. If collection
of the amounts is expected in one year or less
they are classified as current assets. If not, they
are presented as non-current assets. The Group's
loans and receivables comprise trade receivables,
deposits and other receivables and cash and cash
equivalents in the consolidated balance sheet. (see
Note 2.12 and 2.13)

Recognition and derecognition

Regular way purchases and sales of financial assets are
recognised on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from
the financial assets have expired or have been transferred
and the Group has transferred substantially all the risks
and rewards of ownership.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.10 Financial assets (Continued)

(i)

(iv)

Measurement

At initial recognition, the group measures a financial asset
at its fair value plus, in the case of a financial asset not
at fair value through profit or loss, transaction costs that
are directly attributable to the acquisition of the financial
asset. Transaction costs of financial assets carried at fair
value through profit or loss are expensed in consolidated
statement of comprehensive income.

Financial assets at fair value through profit or loss are
subsequently carried at fair value. Gains or losses arising
from changes in the fair value are recognised in the
consolidated statement of comprehensive income. Loans
and receivables are subsequently carried at amortised
cost using the effective interest method.

Dividends and interest income on financial assets at fair
value through profit or loss are recognised in consolidated
statement of comprehensive income when the Group's
right to receive payments is established.

Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the consolidated statement of
financial position when there is a legally enforceable
right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and
settle the liability simultaneously. The legally enforceable
right must not be contingent on future events and must
be enforceable in the normal course of business and in
the event of default, insolvency or bankruptcy of the
Company or the counterparty.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.11 Impairment of financial assets carried at amortised cost

The Group assesses at each balance sheet date whether there
is objective evidence that a financial asset or group of financial
assets is impaired. A financial asset or a group of financial assets
is impaired and impairment losses are incurred only if there is
an objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or
other financial reorganisation, and where observable data
indicate that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

For loans and receivables, the amount of the loss is measured
as the difference between the asset's carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted at
the financial asset’s original effective interest rate. The carrying
amount of the asset is reduced and the amount of the loss
is recognised in consolidated statement of comprehensive
income. If a loan has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective interest
rate determined under the contract. As a practical expedient, the
Group may measure impairment on the basis of an instrument’s
fair value using an observable market price.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.11

2.12

2.13

2.14

Impairment of financial assets carried at amortised cost
(Continued)

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such
as an improvement in the debtor's credit rating), the reversal
of the previously recognised impairment loss is recognised in
consolidated statement of comprehensive income.

Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary course
of business. If collection of trade and other receivables is
expected in one year or less (or in the normal operating cycle of
the business if longer), they are classified as current assets. If not,
they are presented as non-current assets.

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using the
effective interest method, less provision for impairment. See
Note 2.10 for further information about the Group's accounting
for trade and other receivables and Note 2.11 for a description of
the Group's impairment policies.

Cash and cash equivalents

In the consolidated cash flow statement, cash and cash
equivalents include cash in hand, deposits held at call with
banks and other short-term highly liquid investments with
original maturities of three months or less.

Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.15

2.16

Trade and other payables

Trade payables are obligations to pay for goods or services that
have been acquired in the ordinary course of business from
suppliers. Trade and other payables are classified as current
liabilities if payment is due within one year or less (or in the
normal operating cycle of the business if longer). If not, they are
presented as non-current liabilities.

Trade and other payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently carried at
amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in
the consolidated statement of comprehensive income over the
period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that it is probable
that some or all of the facility will be drawn down. In this case,
the fee is deferred until the draw-down occurs. To the extent
there is no evidence that it is probable that some or all of the
facility will be drawn down, the fee is capitalised as a pre-
payment for liquidity services and amortised over the period of
the facility to which it relates.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability for
at least twelve months after the balance sheet date.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.17

2.18

Borrowing costs

All borrowing costs are recognised in the consolidated
statement of comprehensive income in the period in which they
are incurred since no borrowing costs are directly attributable to
the acquisition, construction or production of qualifying assets.

Current and deferred income tax

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

(a) Current income tax

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 countries where the Company’s
subsidiaries 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. It establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.18 Current and deferred income tax (Continued)

(b)

Deferred income tax

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 consolidated financial statements.
However, the 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 income 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.

For the purposes of measuring deferred tax liabilities
or deferred tax assets for investment properties that
are measured using the fair value model, the carrying
amounts of such properties are presumed to be recovered
entirely through sale, unless the presumption is rebutted.
The presumption is rebutted when the investment
property is depreciable and is held within a business
model whose objective is to consume substantially all
of the economic benefits embodied in the investment
property over time, rather than through sale.

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can be
utilised.

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount and
tax bases of investments in foreign operations where
the Company is able to control the timing of the reversal
of the temporary differences and it is probable that the
differences will not reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.18 Current and deferred income tax (Continued)

(c)

Offsetting

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the
taxable entity or different taxable entities where there is
an intention to settle the balances on a net basis.

2.19 Employee benefits

(a)

Pension obligation

The Group operates certain defined contribution plans.
A defined contribution plan is a pension plan under
which the Group pays fixed contributions into a separate
entity. The Group has no legal or constructive obligations
to pay further contributions if the fund does not hold
sufficient assets to pay all employees the benefits relating
to employee service in the current and prior periods.
The contributions are recognised as employee benefit
expense when they are due. Prepaid contributions are
recognised as an asset to the extent that a cash refund or
a reduction in the future payments is available.

Hong Kong

The Groups operates a defined contribution Mandatory
Provident Fund Scheme (the “MPF Scheme”) which is
registered under the Mandatory Provident Fund Schemes
Ordinance in Hong Kong. The assets of the MPF Scheme
are held in separate trustee-administered funds.

The Group’s contributions to the MPF Scheme are
charged to consolidated statement of comprehensive
income in the year as incurred.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.19 Employee benefits (Continued)

(a)

(b)

Pension obligation (Continued)
Mainland China

As stipulated by rules and regulations in Mainland China,
the Group contributes to state-sponsored retirement
schemes for its relevant employees in Mainland China.
The state-sponsored retirement schemes are responsible
for the entire post-retirement benefit obligations payable
to the retired employees. The Group's contributions to
the state-sponsored retirement schemes are expensed
as incurred and are fully and immediately vested in the
employees.

Employee leave entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the balance sheet
date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.19 Employee benefits (Continued)

(9

(d)

(e)

Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement
date, or whenever an employee accepts voluntary
redundancy in exchange for these benefits. The Group
recognises termination benefits when it is demonstrably
committed to a termination when the Group has a
detailed formal plan to terminate the employment of
current employees without possibility of withdrawal.
In the case of an offer made to encourage voluntary
redundancy, the termination benefits are measured based
on the number of employees expected to accept the
offer. Benefits falling due more than twelve months after
the balance sheet date are discounted to their present
value.

Bonus plans

The Group recognises a liability and an expense for
bonuses. The Group recognises a provision where
contractually obliged or where there is a past practice
that has created a constructive obligation.

Long service payments

The Group's net obligation in respect of long service
payments to its employees in Hong Kong upon cessation
of their employment in certain circumstances under the
Hong Kong Employment Ordinance is the amount of
future benefits that the employees have earned in return
for their services in the current and prior periods.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.19 Employee benefits (Continued)

(e)

Long service payments (Continued)

The obligation is calculated using the projected unit credit
method, discounted to its present value and reduced
by entitlements accrued under the Group's retirement
schemes that are attributed to contributions made by
the Group. The discount rate is the yield at the balance
sheet date of Hong Kong Government's Exchange Fund
Notes which have terms to maturity approximating the
terms of the related liability. The expected costs of these
benefits are accrued over the period of employment
using the same accounting methodology as used
for defined benefit plans. Actuarial gains and losses
arising from experience adjustments and changes in
actuarial assumptions are recognised in full in other
comprehensive income in the year in which they occur in
the consolidated statement of comprehensive income.

2.20 Share-based payment

Equity-settled share-based payment transaction

The fair value of services rendered in exchange for the share-

based

payment is recognised as an expense. The total amount to

be expensed is determined by reference to the fair value of the

share-

based payment:

including any market performance conditions (for
example, an entity’s share price); and

excluding the impact of any service.

The total expense is recognised over the vesting period, which is
the period over which all of the specified vesting conditions are
to be satisfied.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.21

2.22

Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events; it is
probable that an outflow of resources will be required to settle
the obligation; and the amount has been reliably estimated.
Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to
any one item included in the same class of obligations may be
small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of
the time value of money and the risks specific to the obligation.
The increase in the provision due to passage of time is
recognised as interest expense.

Provision for reinstatement costs

Provision for reinstatement costs represents the present value
of the estimated costs for the restoration work of the Group's
leased retail shops agreed to be carried out upon the expiry
of the relevant leases using a risk-free pre-tax interest rate. The
provision has been determined by the directors based on their
best estimates. The related reinstatement costs have been
included as part of leasehold improvements in the consolidated
balance sheet.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

2.23 Revenue recognition

Revenue is measured at the fair value of the consideration

received or receivable, and represents amounts receivable for
goods and services supplied, stated net of discounts. The Group
recognises revenue when the amount of revenue can be reliably
measured; when it is probable that future economic benefits

will flow to the entity; and when specific criteria have been met

for each of the Group's activities, as described below. The Group

bases its estimates of return on historical results, taking into
consideration the type of customer, the type of transaction and
the specifics of each arrangement.

(a)

(b)

(9

Revenue from Chinese restaurants operations

Revenue is recognised when the related catering services
are rendered to customers.

Revenue from provision for wedding services

Revenue from provision for wedding services, such as
wedding planning, wedding gown sales and rentals, hair
and makeup, photography and video, venue design and
decoration, car rentals, hotel booking, wedding invitation
cards design and printing, wedding master of ceremonies,
marriage celebrant services, “good luck woman” services
and cake catering, is recognised in the accounting period
in which the services are rendered.

Distribution of goods

Revenue from distribution of goods consists of sales of
fresh vegetables and fruit, seafood and frozen meat sold
to third parties and is recognised upon the transfer of risks
and rewards of ownership, which generally coincides with
the date of delivery.
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Notes to the Consolidated Financial Statements %: & M # # 7 Jif 7t

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.23

2.24

Revenue recognition (Continued)
(d)  Franchise income

Franchise income is recognised in the accounting period
in which the services are rendered.

(e)  Rental income

Rental income from investment property is recognised in
the consolidated statement of comprehensive income on
a straight-line basis over the term of the lease.

(f)  Dividend income

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

(g) Interestincome

Interest income is recognised on a time-proportion basis
using the effective interest method.

Leases (as a lessee)

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net
of any incentives received from the lessor) are charged to the
consolidated statement of comprehensive income on a straight-
line basis over the period of the lease.

The Group leases certain property, plant and equipment.
Leases of property, plant and equipment where the Group has
substantially all the risks and rewards of ownership are classified
as finance leases. Finance leases are capitalised at the lease’s
commencement at the lower of the fair value of the leased
property and the present value of the minimum lease payments.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.24

2.25

Leases (as a lessee) (Continued)

Each lease payment is allocated between the liability and
finance charges. The corresponding rental obligations, net of
finance charges, are included in other long-term payables.
The interest element of the finance cost is charged to the
consolidated statement of comprehensive income over the
lease period so as to produce a constant periodic rate of interest
on the remaining balance of the liability for each period. The
property, plant and equipment acquired under finance leases is
depreciated over the shorter of the useful life of the asset and
the lease term.

Leases (as a lessor)

A lease is an agreement whereby the lessor conveys to the
lessee in return for a payment, or series of payments, the right to
use an asset for an agreed period of time.

When assets are leased out under a finance lease, the present
value of the lease payments is recognised as a receivable. The
difference between the gross receivable and the present value
of the receivable is recognised as unearned finance income.

The method for allocating gross earnings to accounting periods
is referred to a as the “actuarial method”. The actuarial method
allocates rentals between finance income and repayment of
capital in each accounting period in such a way that finance
income will emerge as a constant rate of return on the lessor's
net investment in the lease.

When assets are leased out under an operating lease, the asset is
included in the consolidated balance sheet based on the nature
of the asset.

Lease income on operating leases is recognised over the term of
the lease on a straight-line basis.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

2.26 Dividend distribution

Dividend distribution to the shareholders of the Company
and its subsidiaries is recognised as a liability in the financial
statements in the period in which the dividends are approved
by the shareholders or directors, where appropriate, of the
respective companies.

3 FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group's activities expose it to a variety of financial risks:
market risk (including foreign exchange risk and cash flow and
fair value interest rate risk), credit risk, liquidity risk and price risk.
The Group's overall risk management programme focuses on
the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.
The Group does not use derivative financial instruments to
hedge its risk exposures to changes in foreign exchange rates
and interest rates.

(a) Market risk

(i) Foreign exchange risk

Foreign exchange risk is the risk that the fair value
or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange
rates. Foreign exchange risk arises when recognised
assets and liabilities are denominated in a currency
that is not the entity's functional currency.
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk (Continued)

(i)

Foreign exchange risk (Continued)

The Group mainly operates in Hong Kong
with most of the transactions settled in HKS. In
the current year, the Group also starts to have
operations in Mainland China. Thus, the Group is
exposed to the foreign exchange risk arisen from
Renminbi (“RMB").

The Group manages its foreign exchange risk by
performing regular reviews of the Group's net
foreign exchange exposures. The Group's assets
and liabilities are primarily denominated in the
respective group companies functional currency.
As such, in the opinion of directors, the Group's
assets and liabilities, and transactions arising from
its operations primarily do not expose the Group
to material foreign exchange risk. No sensitivity
analysis is presented.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

3

FINANCIAL RISK MANAGEMENT (continued)
Financial risk factors (Continued)
(a) Market risk (Continued)

3.1

(ii)

Cash flow and fair value interest rate risk

Cash flow interest rate risk is the risk that future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Fair
value interest rate risk is the risk that the value of a
financial instrument will fluctuate due to changes
in market interest rates.

The Group's interest rate risk arises from bank
deposits, borrowings and loans from a shareholder.
Borrowings issued at variable rates expose the
Group to cash flow interest rate risk which is
partially offset by bank deposits held at variable
rates. Loans due from a shareholder and loan
due from a director of a subsidiary classified
in borrowings are at fixed-rate and expose the
Group to fair value interest-rate risk. The interest
rate profile of borrowings and loans from a
shareholder is disclosed in Note 29 and Note 37
to the consolidated financial statements. The bank
deposits generate interest at the prevailing market
interest rates.

As at 31 December 2017, there are no interest-
bearing borrowings with variable interest rate.

As at 31 December 2016, if interest rates had
been 50 basis points higher/lower with all other
variables held constant, the Group's loss for the year
would have increased/decreased by approximately
HK$210,000, mainly as a result of higher/lower net
interest expense on floating rate bank deposits and
borrowings.
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(b)

Credit risk

During the year ended 31 December 2017, in the opinion
of directors, the expected change in fair values of the
loans due from a shareholder and loan due from a director
of a subsidiary classified in borrowings was not significant,
thus no sensitivity analysis was presented.

The Group's credit risk is primarily attributable to bank
deposits, deposits and trade and other receivables
and financial assets at fair value through profit or loss.
Management has policies in place and exposures to these
credit risks are monitored on an ongoing basis.

To mitigate the risk arising from bank deposits and
financial assets at fair value through profit or loss, the
Group places their bank deposits and listed securities
classified as financial assets at fair value through profit or
loss to certain reputable banks with a minimum rating of
“investment grade” ranked by an independent party or
financial institutions with high credit quality.

Trade and other receivables and deposits are continuously
monitored by assessing the credit quality of the respective
counterparties, taking into account its financial position,
past experience and other factors. Where necessary,
impairment loss is made for estimated irrecoverable
amounts. As at 31 December 2017, no impairment is
considered necessary for the trade receivables, deposits
and other receivables (2016: same).

3 MEEBRER®
31 MERBEE 2

(b)

EEEE

BE-T—t5+=5
=St-ALEEA EE
BB SEBERZER
— B RRE R
HEARZ 2 EFER
2 ATEZ EREHLT
- Rt YR 25ER
BB AT -

AEENEERBREZR
BRTER HEARE
5 I E b 8 MR TR B iR
RFEFABRGEN SR
BE-BEEERABR
WZEEERARGIHEERE

oo
oy
?I s

RBDRITERARIZR
FEFABRSNSREE
s R B AR E
RITEREDBREAT
Bt AN REED
LtTEFFERS TEL
RS T EEFA&E
BIBRERININEER
HZRTRSEREED
TR -

B 5 & H Ath FE YR IE A K&
ReBERMEERZZE
TWEEER AR
HOsikn Bk
Hith R =TI EE -
RBEFERT HEFD
Al [l & B 5T IR R (B &
B-RZZ—+tF+=A
=+—H BEREFE
W IE 12 R H eI
REFRBRE(ZZE—R
FMER) o

U BANQUET GROUP HOLDING LIMITED Annual Report 2017

139



140

Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

3

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)

(b)

(9

Credit risk (Continued)

The maximum exposure to credit risk is represented
by the carrying amounts of each financial asset in the
consolidated balance sheet.

Liquidity risk

The Group's policy is to regularly monitor current and
expected liquidity requirements and its compliance with
debt covenant, to ensure that it maintains sufficient
reserves of cash and adequate committed lines of funding
from banks, a director of a subsidiary and a shareholder to
meet their liquidity requirements in the short and longer
term.

The Directors consider that with the availability of these
source of funds, the Group is able to mitigate the liquidity
risk and to satisfy its future working capital and other
financing requirement.
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3.1

Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

FINANCIAL RISK MANAGEMENT (continued) 3 BRERBRER &)

Financial risk factors (Continued) 31 MBRRBEE#)

(d Liquidity risk (Continued) REELERE (E)
The table below analyses the Group's non-derivative TRBERAEEBREZESLN
financial liabilities into relevant maturity groupings based I BB RIeREARE - 2R
on the remaining period at the balance sheet date to the R HRAE R DT AR
contractual maturity date. The amounts disclosed in the HENTEE BB E XA
table are the contractual undiscounted cash flows. TR A6 KRR

WEME -
Less than
1 year/ Between Between
repayable 1and 2and
on demand 2 years 5 years
—&FR/
REREE —ZEmME MERF
HKS'000 HKS$'000 HK$'000
FHET FHET FHET
At 31December2017 R-ZE—+t&
'I' —A=+-—H
Trade payables H 5 IR 17,550 = =
Accruals and e a‘l‘gﬁﬁ&
other payables H fth fE AT R IB 19,459 = =
Loans from a shareholder &R B X 150,690 - -
Amount due to FEfRT—
a director EEHIE 1,100 - -
Amount due to FERT—FH
a related company o) /NS P 3,621 = =
Borrowings B 45,000 - -
At 31 December2016 R=-Z—XF
+=A=+—H
Trade payables B 5 B IA 13,645 - -
Accruals and other EsrEA K
payables A JE N FRIE 19,758 = =
Loans from a shareholder P& R E 7K 280,387 = =
Amount due to Ef—%
a director FEENE 1,100 = il
Borrowings B 49,009 195 16
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3

FINANCIAL RISK MANAGEMENT (Continued)

3.1

Financial risk factors (Continued)

(c)

Liquidity risk (Continued)

The table following summarises the maturity analysis of
term loans with a repayment on demand clause based
on agreed scheduled repayments set out in the loan
agreements. The amount includes interest payments
computed using contractual rates. Taking into account
the good track records and relationships with the bank
and the values of the underlying assets pledged to
the respecting banking facilities, the directors do not
consider that it is probable that the bank will exercise
its discretion to immediate repayment. The directors
believe that such term loans will be repaid in accordance
with the scheduled repayment dates set out in the loan
agreements.

3

MEBRBRER &)

3.1
(9

BEEEEE (2)

B EZEE (E)
TRBAMEREREER
R 2 EME TR BE R
185 55 P 80 2 195 XE At BIIE 3K
BEEHZBIBB S5
ERATEBREARHFE
AEZFEMNR-RERE
AEBERTHREE
BRENBRARERE
BSRTTRVE 2 EIR Z 1R
BEZEBE EFRR/R
T RARABEETTRERAD
RHERZWIEE - EFH
E AHEHMEFRLSIR
BERBHRMEZETEE
KA HMER -

Maturity analysis - term loans

subject to a repayment
on demand clause based
on scheduled repayments

AMASIT-BERERMERRZ
EHER (RETEEXEH)

Over Over
1year but 2 years but
Within less than less than Over
1 year 2 years 5 years 5 years
BBE—F BBEmEF
R—FR ELRmE BELREF HENE
HK$'000 HK$'000 HKS$'000 HKS$'000
FATT FAT FATT FAT
31 December 2017 —E—tF
T A= - - - -
31 December 2016 ZE—RF
+=—A=+—A” 4,394 4,291 21,126 -
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

3 FINANCIAL RISK MANAGEMENT (Continued)

3.1 Financial risk factors (Continued)

(d)

Price risk

The Group is exposed to equity price risk through its
investment in listed equity securities classified in the
consolidated balance sheet as financial assets at fair value
through profit or loss.

To manage its price risk arising from investments in equity
securities, the Group diversified its portfolio with different
risks. In addition, the Group also appointed a special team
to monitor the price risk and will consider hedging the risk
exposure should the need arise.

If the share price of the listed equity securities classified
as financial assets at fair value through profit or loss had
been increased/decreased by 10% (2016:Nil) and all
other variables were held constant, the post-tax loss of
the Group for the year ended 31 December 2017 would
decrease/increase by approximately HK$288,000 (2016:
Nil) results from the changes in fair value of these listed
equity securities.

3 BXERRER (&)
31 BIEREZE &)

(d)

-9

AEBRARGAEER
BRI BAEAFEFTA
BRN ETERAES 2K
AN E

REBRI TR ERKF
WA S A BB R AZ S
ZREEEZEBRER-
SN REEE REFR
I P A 42 B % L g 1 i
ERNF2REINZER
BT o

Mo B ABRATET AR
RSB EN ERA
EHROBRELA TR
10% (—E—XE: )M
Hi S BRETE
REFHE-_ZT—+F
+ZA=+—BILFER
BZE ETRABHFNA
TEZHHNTREEG T
B& /- 712880007 7T (—
T—RNF:F)o
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3

FINANCIAL RISK MANAGEMENT (Continued)

3.2

Capital risk management

The Group's objectives when managing capital are to safeguard
the Group's ability to continue as a going concern in order
to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares or sell assets to reduce
debt.

Consistent with others in the industry, the Group monitors
capital on the basis of the gearing ratio. This ratio is calculated
as net debt divided by total capital. Net debt is calculated as
total borrowings (including current and non-current borrowings
as shown in the consolidated balance sheet) plus loans from
a shareholder less cash and cash equivalents. Total capital is
calculated as ‘equity’ as shown in the consolidated balance
sheet plus net debt.

RN BREEEREARAT

3

MEBRBRER &)

3.2

EXxERERE
FEEERER B IERWRAE
B A4 AR AR A SR
% FEREE BRI AT
5 W REE A RE R
ASRA-

REFLRBEARE ~&H
AABRNTRRORESRE R
BRERNTRER BT EH
EEENRLAE:

EEREMRIT K AEE L
BEAABHEREEERHEE
Ao R RIRETS R BRRAE R
HEETE  MEBFRSBRR
B (BREAEERBRIITN
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

3 FINANCIAL RISK MANAGEMENT (Continued) 3 MBEARER W
3.2 Capital risk management (Continued) 32 BEXEREE (&)
The Group's strategy, which was unchanged during the year REBE=Z—t+tF+-A=1+—
ended 31 December 2017, was to lower the gearing ratio to an HIEEE AEERFEEERE
acceptable level. The gearing ratio as at 31 December 2017 and fE L 2R F 2 AT A /K T Y SR IS
2016 are as follows: BRZE—+FR-_FT—F
T A=t+t—BMEFRERELE
L
2017 2016
“E-tF | —FT—RF
HK$’000 HK$'000
THET FHET
Total borrowings (Note 29) e kA8 EE (F17129) 45,000 46,519
Loans from a shareholder (Note 37) PRERE K (F7E37) 150,690 280,387
Less: cash and cash equivalents B RekIREEFED
(Note 24) (Pi&E24) (196,335) (298,604)
Net (cash)/debt (R&)  aEFHE (645) 28,302
Total equity S 130,961 32,686
Total capital BENR 130,316 60,988
Gearing ratio BEXRARLE N/A 38 A 046
As at 31 December 2017, the Group is at a net cash position, RZF—+tF+=A=1+—81"
hence the disclosure of gearing ratio is not applicable. REEZNFREMR  BLE

AEELERRBELTEA -
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3 FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation

(a) Financial assets

3

R ERE (&)
33 DFEMEE
(a) LHEE

This section explains the judgements and estimates
made in determining the fair values of the financial
instruments that are recognised and measured at fair
value in the consolidated financial statements. To provide
an indication about the reliability of the inputs used
in determining fair value, the Group has classified its
financial instruments into the three levels prescribed
under the accounting standards. An explanation of each
level follows underneath the table.

(i) Fair value hierarchy

Recurring fair value measurements RKEMHAFEHE

REF R E N AR A B 75
BREATFERBLFE
W& @ TARFERME
B K A e RIS H
EBEAHEMARAZRE
MR EREER AKHE
RESHENKESRT
EDR=(ABHR - 5B
HBREEEN TR -

0  AFEER

At 31 December 2017 R-ZF—+F
=BA=+—H Level 1
=—B
HKS'000
FHET
Financial assets SREE
Financial assets at fair value BATER ABER
through profit or loss TREE
— Hong Kong listed equity securities — BB LEMRAES
3,447
3,447

RN BREEEREARAT
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation (Continued)

(a) Financial assets (Continued)

(i)

Fair value hierarchy (Continued)

There were no transfers against various levels for
recurring fair value measurements during the year.

The Group's policy is to recognise transfers into and
transfers out of fair value hierarchy levels as at the
end of the reporting period.

Level 1:

Level 2:

The fair value of financial instruments
traded in active markets (such as
publicly traded derivatives, and trading
and available-for-sale securities) is based
on quoted market prices at the end of
the reporting period. The quoted market
price used for financial assets held by
the Group is the current bid price. These
instruments are included in level 1.

The fair value of financial instruments
that are not traded in an active
market (for example, over-the-counter
derivatives) is determined using
valuation techniques which maximise
the use of observable market data
and rely as little as possible on entity-
specific estimates. If all significant inputs
required to fair value an instrument are
observable, the instrument is included in
level 2.

3

MEBERBRER &)

33

NEER
(a) L&t
0]

&t (&)
BE &)
NEEEE (&)

FR TR ERZ
S A A 1
AF(ERE

NEBMOBE AR
ERPRER QT
BEEMEENEA
JSE=Tat ¢

FE: NERMISE
ENERBT A
(MM AFREE
RPTAET A
BB KA
HHEES)
R AR
& 23R EER
KIS RERT
H o REE AT
BEREER
BeTiSHE
ABEBEA
B-lhETHE
WAFE—E -

—E: WEEERT
LEERNTH
T A (asg ok
PTETE)H
NFEF A
ERMEE -
HERTRE
AR
LHIE =2
DK FR R
FEEMHET -
WE—-TAH
NEMEL
FiBEREA
B AAE
=3 ¢ 4=l
TEAMAE—
o

i
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BRRRER (&)
33 DFREMET (&)
(a) THEE &)

3 FINANCIAL RISK MANAGEMENT (continued) 3
3.3 Fair value estimation (Continued)

(a) Financial assets (Continued)

0]

Fair value hierarchy (Continued)

(i)

NFERER (&)

Level 3:  If one or more of the significant inputs FEEWM—ERZHE
is not based on observable market data, EDNPN ¢
the instrument is included in level 3. This I 3% & 7 £
is the case for unlisted equity securities. Mg A

ZITEMAE
=B ZIBERE
I Em AR A
FH o
(i) Valuation techniques used to determine fair values (i) ETAFERAA
B B Rl
As at 31 December 2017, the Group only hold RZZE—+tF+=
listed equity securities which are classified as fair A=+—H8 *%£E
value through profit or loss and are measured at ERBEIBEARER
fair values at the end of each reporting period, thus FEFABE I IE
the quoted market price for similar instruments EE2FRPROQF
are used to measure the fair value of such financial Bt 2/ EmRA

instruments. #7 ALstE A

s ITANRFE
REMTRUTEA
BT 35 ¥R 1E o

(b) Non-financial assets

() HZTHEE

H AN @ 4
(i) Fair value hierarchy Y SRR

This note explains the judgements and estimates e Bt B
/g\:-ﬂ\/_\/g\ Ea ralVAN

made in determining the fair values of the %%é?ﬁgig;
non-financial assets that are recognised and 3Eéiﬂgﬁfﬁiﬁ
measured at fair value in the consolidated financial e {’Eflj 0 1 7 o 1
statements. To provide an indication about the ;DE?E&,‘#EAE’Z
reliability of the inputs used in determining fair ;Eﬁfr/;ﬁﬁi"]f%w:ﬂ’]

] B H

value, the Group has classified its non-financial
assets and liabilities into the three levels prescribed
under the accounting standards. An explanation of
each level is provided in note 3.3(a) above.

RN BREEEREARAT
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

FINANCIAL RISK MANAGEMENT (Continued)

3.3 Fair value estimation (Continued)

(b) Non-financial assets (Continued)

(i)

Fair value hierarchy (Continued)

BRRER (&)
33 DFREMET(E)

) HETHEE &
0 RAFEERGE)

Level 1 Level 2 Level 3 Total
£-BE %-E %=E @t
At 31 December 2017 Notes | HK$'000 HK$'000 HK$'000 HK$'000
R=Z-t&+=-A=+-H it aE TExr Tz TErR T#E=x
Investment properties REME
Commercial buildingsand car ¥ AE RE
parking spaces
~ Mainland China —HE R 17 - - 108865 108,865
Non-current asset classified PERRHELENIER
as held for sale BEE
Residential building FEXNE
~Hong Kong —&% 3 12,215 - - 12215
Industrial building IBKE
- Hong Kong ~5k 23 19,967 - - 19,967
Total non-financial assets FERMEELR 32,182 - 108,865 141,047
Level 1 Level 2 Level 3 Total
F-B $-EB £ZE Mt
At 31 December 2016 Notes  HKS000  HKS000  HKS'000  HK$'000
RZZE—RE+T-A=1+—H W FErT TAr TExT TER
Investrent properties REME
Residential building FERE
- Hong Kong &% 17 = = 10,400 10,400
Industrial building IBKE
- Hong Kong ~5% 17 = = 14,000 14,000
Total non-financial assets FemEERE = = 24400 24400
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3

FINANCIAL RISK MANAGEMENT (continued)
3.3 Fair value estimation (Continued)

(b)  Non-financial assets (Continued)

(i) Valuation techniques used to determine level 3 fair

values

The Group obtains independent valuations for
its investment properties at least annually. At the
end of each reporting period, the directors update
their assessment of the fair value of each property,
taking into account the most recent independent
valuations. The directors determine a property’s
value within a range of reasonable fair value

estimates.

The best evidence of fair value is current prices in
an active market for similar properties. Where such
information is not available the directors consider
information from a variety of sources including:
current prices in an active market for properties
of different nature or recent prices of similar
properties in less active markets, adjusted to reflect
those differences, discounted cash flow projections
based on reliable estimates of future cash flows
and capitalised income projections based upon
a property’s estimated net market income and
a capitalisation rate derived from an analysis of

market evidence.

Refer to Note 17 for further disclosure on
quantitative information about the significant
unobservable inputs used in recurring level 3 fair

value measurements.

RN BREEEREARAT

3

MERRER (&)
DPEME ()
b) HELHEEF)

33

(if)

EEE=EATE
{8 3 0 i (L A

RNEBEDGFE
BREMENB L
FlE-EE 2 M
K EE EBRINIE
MiEEE  EEEH
HEEMEQAFE
B - EEIEIRE
—RIBEHNRAF
BEFERRE ME
ELER

NFEH &R
RBUMEERR
AT SRR (E
1% o fifith BB AT
5 RERTSEER
B RREHE : A
B MEERZRE
BhiE EMRKE
REA LU EEER
NG R™ S LM
HAER (fELFARIA
RERZEER) DA
RERBRERENA
AT REENR
RS METAR - A
KA e fh 5T
BWAFBRREE
& AL A 88
MIRBMSEHD
eV EAR(CLL & -

BRAEIE A FERT
EFEANERTA
e A BB T
EER R FE171E
B TE— SRR



Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgments are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the

circumstances.

The Group makes estimates and assumptions concerning the future.

The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
addressed below.

()

Estimated impairment of non-financial assets and
goodwill

The Group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy stated
in Note 2.7. The recoverable amounts of CGUs associated
with the goodwill have been determined based on value-
in-use calculations. Non-financial assets other than goodwill
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amounts may not be
recoverable. The recoverable amounts of non-financial assets
have been determined based on fair value less costs to sell or
value-in-use valuations. These calculations require the use of
judgments and estimates.

Management judgment is required in impairment test,
particularly in assessing: (i) whether an event has occurred
that may indicate that the CGUs/asset values may not be
recoverable; (ii) whether the carrying amount of the CGU/an
asset can be supported by the recoverable amount; and (jii) the
appropriate key assumptions to be applied in preparing cash
flow projections including whether these cash flow projections
are discounted using an appropriate rate. Changing the
assumptions selected by management in assessing impairment
of goodwill or non-financial assets other than goodwill,
including the discount rates or the growth rate assumptions in
the cash flow projections, could materially affect the net present
value used in the impairment test and as a result affect the
Group's financial position and results of its operations.

4

EEGArfEE R A E
AEBEREBELRRAMAE (2
EERBER TRASRORREN
TR S4B AT BT KL BT -

AEBHARAREL G RERR-FE
BREFTBEAEE ELHEHER
ERAER TXFmPRERRRSE
BT EMBREENEERBENRE
BEARFHEAFHBENGETERRE-

(a)

BT ARBRME
i

AR BIREM 2 7P @RI
SFACRBERERE - FEE
ENRSELBUMAKESHE
RIREREENBET k&
BMAE (BERINNEERH
BN E RN R E E A e A
W EIRETRER - FFEBE
EER) AU R & SRR A FENER
SHER AN E AEEGEREE
Ll Et EOTRAE R A R b
ate

B E AR E R L A
LERFHATEER: (S
BRLEEGBRREEAEN
BEBEMEEZKE : (i)
CeREES MERIREEESEN
SEBEREE: RiVRHIBER
EEANEERANEEXTER
RoREAERERERIRS
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4

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
(Continued)

(a) Estimated impairment of non-financial assets and
goodwill (Continued)

During the year ended 31 December 2017, no impairment
charge on goodwill was recognised in profit or loss. During
the year ended 31 December 2016, an impairment loss of
HK$18,576,000 was recognised against the entire carrying
amount of goodwill in the Chinese restaurant and wedding
business segment, resulting the carrying amount of the CGU

being written down to its recoverable amount.

The Group also has material property, plant and equipment
which are subject to impairment test whenever events or
changes in circumstances indicate that the carrying amounts
may not be recoverable. During the year ended 31 December
2017, an impairment loss of HK$9,369,000 was recognised
(2016: Nil) for the property, plant and equipment. If the discount
rate for the Group had been 1 percentage point higher than
management's estimate, the Group would not recognise any
additional impairment loss to reduce the carrying amounts of its
property, plant and equipment. If the annual growth rate for the
Group had been 1 percentage point lower than management's
estimate, the Group would have to recognise an additional
impairment loss of HK$1,059,000 to reduce the carrying

amounts of its property, plant and equipment.

(b) Estimated valuation of investment properties

Investment properties are stated at fair value based on the
valuation performed by an independent and professionally

qualified valuer.

In determining the fair value, the valuer has based on property
valuation techniques which involve, inter alia, certain estimates
including comparable sales in the relevant market, current
market rents for similar properties in the same location and
condition, appropriate discount rates and expected future
market rents. In relying on the valuation report, management
has exercised their judgement and is satisfied that the method

of valuation is reflective of the current market condition.

RN BREEEREARAT
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
(Continued)

() Income tax

The Group is subject to current income tax. Significant judgment
is required in determining the provision for income taxes. There
are many transactions and calculations for which the ultimate
tax determination is uncertain. The Group recognises liabilities
for anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of
these matters is different from the amounts that were initially
recorded, such differences will impact the current income tax
and deferred income tax assets and liabilities in the period in

which such determination is made.

Deferred income tax is determined using tax rates (and laws)
that have been enacted or substantively enacted at 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 income tax assets are recognised only to
the extent that it is probable that future taxable profit will
be available against which the temporary differences can be

utilised.

The Group’s management determines the deferred income tax
assets based on the enacted or substantively enacted tax rates
(and laws) and the best knowledge of profit projections of the
Group for coming years during which the deferred income tax
assets are expected to be utilised. In assessing the amount of
deferred income tax assets that need to be recognised, the
Group considers future taxable income and ongoing prudent
and feasible tax planning strategies. In the event that the Group
estimates of projected future taxable income and benefits from
available tax strategies are changed, or changes in current tax
regulations are enacted that would impact the timing or extent
of the Group's ability to utilise the tax benefits of net operating
loss carried forward in the future, adjustments to the recorded
amount of net deferred income tax assets and income tax

expense would need to be made.
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4

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
(Continued)

(c)

(d)

Income tax (Continued)

For the purposes of measuring deferred tax liabilities or deferred
tax assets arising from investment properties that are measured
using the fair value model, the directors have reviewed the
Group's investment properties and concluded that the Group's
investment properties, which are located in Mainland China, are
held under a business model whose objective is to consume
substantially all of the economic benefits embodied in the
investment properties over time, rather than through sale.
Therefore, in determining the Group's deferred taxation on
investment properties, the directors have determined that
the presumption that the carrying amounts of investment
properties measured using the fair value model are recovered
entirely through sale is rebutted. Management will revisit the
assumptions and profit projections at each balance sheet date.

Business Combination

On 30 June 2017, the Group acquired the entire issued share
capital of New Fortune Holdings Group Limited (“New Fortune”).
New Fortune and its subsidiaries (collectively as the “New
Fortune Group”) is principally engaged in property leasing
business of a commercial property located in Xicheng District,
Beijing, Mainland China. The residual portion of the purchase
consideration in excess of the fair values of identifiable net
assets acquired by the Group was allocated as goodwill. The
purchase price allocation has involved significant management
judgement and estimation. Further details are given in Note 32
to the consolidated financial statements.
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

SEGMENT INFORMATION

The CODM has been identified as the Chief Executive Officer (“CEO”)
and directors of the Company who review the Group's internal
reporting in order to assess performance and allocate resources.
The CODM has determined the operating segments based on these
reports.

In previous years, the Group was principally engaged in the operation
of a chain of Chinese restaurants, provision of wedding services,
distribution of goods consisting of fresh vegetables, fruits, seafood
and frozen meats and franchising the use of “U Banquet” to a Chinese
restaurant. Since the operation of a chain of Chinese restaurants
attributed to majority of the Group's revenue, results and assets,
the CODM considered that all the business was included in a single
operating segment.

Following a change in the Group's operating and reporting structure,
starting from the year ended 31 December 2017, the Group has
3 reportable and operating segments (i) Chinese restaurant and
wedding business, (i) property leasing business and (iii) securities
trading business. Property leasing and securities trading business are
new business segments identified during the year.

DEHER
IBRERREBARRARIAEE
Wﬁﬁi&%%aﬁﬁifi&n B RMTT
B ([TTRER ) NEF -T2
ERREEN BB SEEREDE-

RBPEFE AEEXELZEHE
BEHE RHUERRE DHEER:
BRI KR B FURA AR
FatRE—RPUBRER B2 m
e R R EREHEBEARE
ZRED W FEREE TREZE
RRERBABXRGRBRRE—K

PO aNvy
EoEL e

fﬁf%$$.ﬁ’]f?&“§ EREBREZE

TE—+F+-A=+—HIEFER
Hjiﬁ """"" AR AEEHEB=E 2/ K
P UBE RIBE RS - ()Y
¥HEEBRINFEFEEEB M
HERBHFEBEKAFTAZ A
%f&/\AL
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

5  SEGMENT INFORMATION (Continued) 5 oHER#®)
Certain comparative figures has been reclassified to conform with AETUHRBEBEEENHBEUELRFE
current year's presentation. Z 25| =8
SRl 3L T e 4
Segment revenue and results oEb e R EE
The following is an analysis of the Group's revenue and results from REBBBELEEBT 2 Wm R FEEZ
continuing operations by reportable and operating segment: DITRA Z2HREED B2
Chinese restaurant Property Securities
and wedding business leasing business trading business Total
FRERREEES VEZ €S REEEEK @
2017 2016 2017 2016 2017 2016 2017 2016
TEE | E | ZBtE |25 F | ZB-tE | ZEF | ZF-tF | 2T %
HK$'000 HKS000 | HK$'000 HKS000 | HK$'000 HKS000 | HK$'000 HK$000
TER TAT TER TR TER TR TER TR
Segment revenue pax:10 673
External revenue SR 365,374 363215 3,269 591 189 - 368,832 363,806
Gain on disposal of financial HERATEA
assets at fair value through BaMemiE
profit or loss pdl - - - = 2,206 = 2,206 =
Segment (loss)/profit A (E8) /&H (37,351) (34,275) 2,950 734 2,405 - (31,996) (33541)
Finance income BEBIRA 615 349
Finance costs B AR (2,178) (1329)
Unallocated corporate expenses A E A RIFS (21,748) (17342)
Loss before tax BB AER (55,307) (51859)
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

SEGMENT INFORMATION (Continued) 5 oHER )
Segment revenue and results (Continued) PHNEREE E)
The accounting policies of the operating segments are the same as the DB 2 ETBUR AR & B ' 5T
Group's accounting policies. Segment profit/(loss) represents the profit FHRR D EEF, (ER) IS D H
earned by/loss incurred by each segment without allocation of central Ptz RO PR RITHEA - & T
administration costs, depreciation of certain plant and equipment, BEREETE EFMe  MBKA -
directors’ emoluments, finance income, finance cost and exchange BF 75 AR AN I [ 5 W 25 ES 18 P TS
gain/loss. This is the measure reported to the CODM for purposes of Z%Tﬁ' SEEZEB - LTIRETFEE
resources allocation and performance assessment. EIRREARER D B RERETE
E"\] i
Segment assets and liabilities PHEERERE
The following is an analysis of the Group's assets and liabilities by AEBEERAGBZHIMIRAIZ2®MK
reportable and operating segment: LEHHLEHNAT
Chinese restaurant Property Securities
and wedding business leasing business trading business Total
PRERREREYR NEREEK BEEEER @it
2017 2016 2017 216 2017 216 2017 216
“EtF | ZERF | ZBtF | ZFNF | ZB-tF | 2T F | ZB-tF | 2T KF
HK$'000 HKS000 | HK$'000 HKS000 | HK$'000 HKS000 | HK$'000 HK$'000
TEr T TEn TR TEn TR TEn TR
Segment assets PHEE 78,055 101902 | 130,856 24467 3,654 - | 212,565 126369
Cash and cash equivalents Re AL EEN 196,335 298,604
Current income tax recoverable  AJ MR EIEN R FT/S 72 571 800
Deferred income tax assets ELFMEHEAE 5,345 6,632
Non-current assets held forsale  FHEEFREEE 32,182 -
Other unallocated HRAE
corporate assets RAEE 4,906 7836
Total assets BEE 451,904 440,241
Segment liabilities FHEE 87,008 73,541 3,616 89 - - 90,624 73630
Borrowings EE 45,000 46519
Deferred income tax liabilities EEFEHAR 24,769 2660
Amount due to a related company F& ff —F
2] /NG 3,621 -
Amount due to a director ER— %%? B 1,100 1,100
Loans from a shareholder REER 150,690 280,387
Current income tax liabilities HEmEHAaE 804 522
Other unallocated liabilities EApEAE 4335 2737
Total liabilities mam 320,943 407555
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5 SEGMENT INFORMATION (Continuea) 5 DEBER (&)
Segment assets and liabilities (Continued) PTHEEREE B
For the purposes of monitoring segment performance and allocating REBSHMEERESB2EHEE
resources between segments: Vil
all assets are allocated to operating segments other than FEEENIEEREHH (5
certain plant and equipment, cash and cash equivalents, certain THERERE RekReEE
deposits and prepayment, and other receivables, current Y- BT iRe RIEAHIE R HA
income tax recoverable and deferred income tax assets. FEMZ FIR - AT e BN AR 1S B K
RIEFTIS T E ERRAN) o
all liabilities are allocated to operating segments other than FIEBEENEELES B (&
certain deposit and accruals and other payables, amount due THERKESER KA ER
to a related company, current income tax liabilities, deferred FRIE - S —FEIRRES A B 5K E
income tax liabilities, borrowings and loans from a shareholder. BNERAE B E  REMREHREA
& ERRBRRERKERIN)
Other segment information Hih 5 5 & H
The following is an analysis of the Group's assets and liabilities by REBEERBBZ MK Z2HRKR
reportable and operating segment: KESE250T
Chinese restaurant Property Securities Other unallocated
and wedding business leasing business trading business segment Total
PAERRBEESR NEREES BEERER Hit A2 BAB @t
2017 206 2017 2016 2017 06 2017 2016 2017 06
Z2-tfF |ZB2-5EF |ZB-tF |ZE0E |ZB-tF |ZE0E |ZB-tF |ZE20E |2B-tF | 2B
HK$'000 | HKS000 | HK$'000 | HKS000 | HKS$'000 | HKS000 | HKS'000 | HKS000 | HK$'000 |  HKS000
TR TAL Ti#x TR Tix TR T TR THT Tin
Depreciation of property, nE BER
plant and equipment RENE 23,669 16414 16 - - - 215 - 23,900 16414
Impairment oss of property, VER TG
plant and equipment w2 REEE (9,369) - - - - - - - (9,369) -
Fair value changes of RENMEATE
investments properties 2% = - 1,094 400 - - - - 1,094 400
Additions of non-currentassets ~ AEFREBEE 26,847 25692 - - - - 953 - 27,800 25692
Transfer assets to non-current ERAEER{ELE
assets held for sale ZERBDEE (7,883) - (24299) - - - - - | (32182 =
Acquistion of subsidiaries (Note 32)  WKEEHI B A 7]
(HtzE32) - - | 103,808 - - - - - | 103,808 -

158 —“F-t44Hh BEEEERARAE



Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

SEGMENT INFORMATION (Continued) 5

Geographical Information

The Group's operations are located in Hong Kong and Mainland China.
Information about the Group's revenue from external customers is
presented based on the location of the operations. Information about
the Group's non-current assets is presented based on the geographical
location of the assets.

DEER (#)

i EE R
AEEETBRES R ERMCL
AEBFEIBES 2 B R TR

RERAEMEINAEBERBDEESE
BRI E T 251

Revenue from external

customers Non-current assets

REMBEFE 2z ERBEE
2017 2016 2017 2016
“E—t& | Z2—RF | ZB—t&F | ZT—RF
HK$’000 HK$'000 HK$’000 HK$'000
FTHET FHET TERT FHT
Hong Kong &5 366,319 363,806 60,706 105,493
Mainland China R i 2,513 = 130,835 =
Total g 368,832 363,806 191,541 105,493

The Group had no inter-segment sales for the year ended 31
December 2016 and 2017.

For the year ended 31 December 2017, there are no single external
customers contributed to more than 10% of revenue of the Group
(2016: Same).

BE-_Z—XFER_ZF—tF+=A
=t+—HILFE AEEBESIHE
SHE -

BE-ZT—tF+t-A=t—HL#HF
- Iﬁ$ ﬁl\*ﬂ@)f'£$‘§@”k £ HY
BREEEIBI10% (ZF—R"F  §8R)
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

6 REVENUE 6 Wa
An analysis of revenue, which is also the Group's turnover, is as follows: N B as (B 25 ) MO MTNT :
2017 2016
—E—tHF | ZE—RF
HK$'000 HKS'000
FHExT FHT
Chinese restaurant and wedding business: F = EE R IER#75 :
Revenue from Chinese restaurants operations A7 =B 12 48 & 15 a0 Uk 25 362,538 355,020
Revenue from provision of wedding services TR 0B 18 AR 7% O i 2 1,636 1,785
Revenue from distribution of goods 285 E fn B e 671 3,987
Franchise income FETREUA 529 2423
365,374 363,215
Property leasing business: MFEBEEEL:
Rental income WA 3,269 591
Securities trading business: EFEEEK:
Dividend income fix 2 M A 189 -
Total revenue s 368,832 363,806
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

OTHER INCOME AND OTHER GAIN 7 HttWARHAib s
2017 2016
—E2—t5F —E—RF
HK$'000 HKS'000
FET FHTT
Other income Hplg A
Forfeiture of deposits received R Wiz e 862 926
Miscellaneous income T 392 147
1,254 1,073
2017 2016
—E—+tF ZE—RF
HK$’000 HKS$'000
FHExT FHET
Other gain H fth Uy 28
Gain on disposal of a subsidiary (Note) HE—HNB AR W
(B &E) - 718
Gain on disposal of property, HEME - BER
plant and equipment Ffh 2 W 295 -
295 718
Note: Bt o -
On 14 November 2016, the Group disposed of its 100% equity interests in a RZE—ARF+—ATHHE A&EEA
wholly owned subsidiary which owned a motor vehicle to an independent third —E2BUE=FHEAR—FH2ENE
party at consideration of HK$718,000. DA (HEEE —#/75E ) 1100%A%4% - X
{8 4718,000/4 7T ©
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COST OF REVENUE W 2= B A<
2017 2016
—E—tF | ZE—RF
HK$'000 HKS'000
FET FET
Cost of materials consumed FTFEM R 2R 97,644 86,665
Others H 1,210 3,104
98,854 89,769
OTHER EXPENSES B %
2017 2016
—E—tF | ZE—RF
HK$'000 HK$'000
FET FET
Auditors' remuneration ZE RN &
— Audit services — B IR 1,246 1,200
— Non-audit services — T RIS 1,150 400
Advertising and promotions B kR 10,862 12,727
Cleaning and laundry expenses BRRERFAR 8,322 6,599
Credit card charges ERARER 4,339 3,685
Kitchen consumables Y 5 FEA 1,188 1,243
Repairs and maintenance e R HEE 4,474 4,210
Entertainment s 1,861 3279
Consumable stores JEFEm 3,149 2,781
Insurance R B 1,987 1,715
Legal and professional fee FRERBEEER 4,877 7,191
Printing and stationery EM il 2 > B 1,648 1,201
Staff messing BTRR 1,711 2,002
Service fee to temporary workers NTEREIORBE 17,570 13,166
Consultancy service fee (Note 14(b)) B RIS & (M 14()) 3,790 3,790
Wedding banquet expenses B 588 1,153
Transportation Ey 1,325 1,066
Share-based payment expenses BT RER 2 ARGD B
granted to consultants (Note 34) ERE R (FiE34) 3,043 -
Others H A 4,420 5804
77,550 73212
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10 EMPLOYEE BENEFITS EXPENSES (INCLUDING

10 EEEMNAX (BREESMH

DIRECTORS’ EMOLUMENTS) £)
2017 2016
—E—tF | ZE—RF
HK$'000 HK$'000
FET FHET
Wages, salaries and bonuses ITE HFekiRe 99,897 105,929
Pension costs — defined contribution plans RIRE KA — FE # kA2 4,520 4677
Accrual for annual leave FESH &R 241 430
Reversal of long service payment BERBRGE S (37) (88)

Share-based payment expenses (Note 34) LARR 5 B E T 8

RBSE (ME5E34) 1,435 -
106,056 110,948
(a) Pensions — defined contribution plans @ RBiEe-RAEMIKEE

The Group's net contributions to pension plans are mainly for
employees in Hong Kong and Mainland China. Summary of the

pension plans are as follows:

0]

(i)

The Group contributes to an MPF Scheme for its
employees in Hong Kong, under which the Group and
each employee each makes monthly contribution to the
scheme at 5% of the qualifying earnings of the employee,
subject to a maximum of HK$1,500 (2016: HK$1,500) per
month. As at 31 December 2017, contributions totaling
approximately HK$743,000 were payable to the MPF
Scheme.

The Group's subsidiaries in Mainland China also
contributes to retirement plans for its employees in
Mainland China at a percentage of their salaries in
compliance with the requirements of the respective
municipal governments in Mainland China. The municipal
governments undertake to assume the retirement benefit
obligation of all existing and future retired employees of
the Group in Mainland China.

REE RN SR EEFUFRE
ERBBLHEAMESMR -
RS EBRLAT :

() AEBAREEBEERL
BESFE BUAEE
kEREREBHEZEBZ
A E R AS%iEST A #
FOHEBAMKELRA
1,500 7T (ZF — R F -
15008 7L) cR=ZF —
E+-_A=+—H &#
#9743,0007 7T 2 L FRE 1S
FoRfES TSl

H

(i)  ANEBERFBE RS
A RIINVEEFAEREH B A
R MBI ZREBER
FEANAEBIEL ABE
He—T B ZRIRE
B IR o T BT R 7B A
FTEHRERARAEER
FEAHEE 2 RIKEF
EE-
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Notes to the Consolidated Financial Statements %: & M # # 7 Jif 7t

10 EMPLOYEE BENEFITS EXPENSES (INCLUDING

(b)

10

EERANRAX (BEESMH

DIRECTORS’ EMOLUMENTS) (Continued) &) (#)
Five highest paid individuals b) EUEEHFAL
The five individuals whose emoluments were the highest in the FRN-ARE @ﬁ{ﬁ%%%ﬁ)\i@
Group for the year included three (2016: two) directors whose B=%(ZZF—X"E MAB)E
emoluments are reflected in the analysis presented in Note = BEOFNRASEMEHRE
11 to the consolidated financial statements. The emoluments MENZ DT FRENBR TR
payable to the remaining two (2016 three) individuals during BH(ZE—FRF:=F) ATHF
the year are as follows: BT -
2017 2016
—E—tF | ZE—RF
HK$'000 HK$'000
FHExT FHET
Basic salaries, allowances and benefits B Z & « E 8L R AEF 1,256 1,632
Discretionary bonuses BB IEAL - 95
Employer's contribution to pension EERARSFEIHE
scheme 36 54
Share-based payment expenses LARR 13 /5 B 60 1~ 50 BA =2 152 -
1,444 1,781
The emoluments of the above two (2016: three) individuals FR FiifRE (Z2—RF: =Z8) A
above fell within the band of nil — HK$1,000,000 during the year. =+ &9 BN #5 B ) T = 21,000,000 7T ©
No incentive payment for joining the Group or compensation BHE_T—tF+_A=+—HIF
for loss of office was paid or payable to any of the five highest EA - WERBMNSEN T RUKRSEA

paid individuals during the year ended 31 December 2017
(2016: same).
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

11 BENEFITS AND INTERESTS OF DIRECTORS N EZEFZRES
(@) Directors’ and CEQ’s emoluments @ EERITHARM:
The remuneration of each of the directors and the CEO for the H=—Z—+tF+-A=+—H
year ended 31 December 2017 is set out below: IEFE - BEF RITHAASE B
T
Employer's
Basic contribution to
salaries, Share-based aretirement
allowances  Discretionary payment benefit
Fees  and benefits bonuses expenses scheme Total
EXFe- WRGRER ExEhe
He ZERER R4 NEREX  BRHELR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TR TR
Chairman £
Mr. Sang Kanggiao RRELE - 625 - 163 18 806
Executive directors HiTEE
Mr. Xu Wenze FXEREE - 625 - 163 18 806
Mr. Cui Peng EBRA - 515 - 163 18 696
Independent non-executive BUFHTEES
directors
Mr. Xu Zhihao BREELE 120 - - 163 = 283
Mr. Lam KaTak WEELE 120 - - 163 - 283
Ms Liu Yan s 120 - - 163 - 283
360 1,765 - 978 54 3,157

During the year ended 31 December 2017, no CEO was
appointed to fill the vacancy upon the resignation of Mr.
Cheung Ka Ho on 27 October 2016. Thus, the remuneration of

CEQis not disclosed.

HE-—F—+E+-A=+—
B ERRF LR
T AF+A=HERERE
{830 A TR B T T AT
=k B BB TR
A2 HH-
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11 BENEFITS AND INTERESTS OF DIRECTORS 1N EFFZRES
(@) Directors’ and CEO’s emoluments (Continued) @ ESBRTHAZMN
(#&)

BAE-F-AFt=A=+-8
LR SEERATRA AT

The remuneration of each of the directors and the CEO for the
year ended 31 December 2016 is set out below:

166

N
Employer's
contribution to
Basic salaries, Share-based a retirement
allowances Discretionary payment benefit
Fees and benefits bonuses expenses scheme Total
554 IWRHAER  EXfRfe
we  ZERER BEEL  WARER  BIEHERR b
HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
THL THL T T T THT
Chairman and CEO TRRTBES
Mr. Cheung Ka Ho RRREE
(Note (i) and (i) (HEEOR() - 2468 = - 15 2483
Chairman £d:4
Mr. Sang Kanggjao (Note (v)) ~ REB 4
(HizEw) 40 - - - I 41
Executive directors HTES
Mr. Cheung Ka Kei (Note (i)~ REEXLLE
(B Gi) - 1875 = - 15 1890
Mr.KanYiuPong (Note i) AL E
(BzE (i) - 494 - - 15 509
Mr. Xu Wenze (Note (v) SEEE
(MiEEw) 40 - = = I 4
Mr. Cui Peng (Note (1) £ % E () 40 - - - I 41
Independent non-executive BUFHTES
directors
Mr.Chung Kong Mo BARTE
(Note (i) (P i) 9 - - - - 9
Ms. Wong Tsip Yue, Pauline T+
(Note (i) (BzkGi ) 9 - - - - 9
Mr.Wong Sui Chi (Note (i)~ EJmiE4E
(BtzEGi) ) 9 - - - - %
Mr. Xu Zhihao (Note (vi) REBLE
(B3t 2 - - - - 20
Mr. Lam KaTak (Note (vi) HEELE
(BzEW) 20 5 - - - 2
Ms. Liu Yan (Note (vi) Hg st (Bake) 2 - - - - 2
477 4837 F - 48 5362
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11 BENEFITS AND INTERESTS OF DIRECTORS (Continued)

()

Directors’ and CEQ’s emoluments (Continued)

Note:

(0]

(ii)

(iii)

(iv)

(vi)

Mr. Cheung Ka Ho was also the CEO of the Company during the
period up to October 2016.

Mr. Cheung Ka Ho has resigned as Chairman, CEO and director
of the Company on 27 October 2016. No remuneration was paid
since his resignation as director and CEO of the Company.

Mr. Cheung Ka Kei, Mr. Kan Yiu Pong, Mr. Chung Ka Mo, Ms. Wong
Tsip Yue, Pauline and Mr. Wong Sui Chi resigned as directors of
the Company on 27 October 2016. No remuneration was paid
since their resignation as directors of the Company.

Mr. Sang Kanggiao has been appointed as executive director
and chairman of the Board of Directors of the Company on 27
October 2016.

Mr. Xu Wenze and Mr. Cui Peng have been appointed as
executive directors of the Company on 27 October 2016.

Mr. Xu Zhihao, Mr. Lam Ka Tak and Ms. Liu Yan have been
appointed as independent executive directors of the Company
on 27 October 2016.

No directors waived or agreed to waive any emoluments during
the year ended 31 December 2017 (2016: same). No incentive
payment for joining the Group or compensation for loss of office
was paid or payable to any directors during the year ended 31
December 2017 (2016: same).

N EBEFNERERE)
EERTHRARME

(a)

(%)
Fi :

(i)

(iv)

(vi)

REXZAELERBEE _F
—RNFETAHRTEER
RETERAEH, -

REFALEER T —RX
FTAZtTERBEAR
RIEFE TREEGRESR
% BRBHEARRIESFR
TTHARE R B ER A
EA B -

SRR A AR
EEREE FTEFRER
EMBEEER TR
FTAZtEABEARR
AIESRS - A RERHEAR
REEFR  BRERE S
EATH B -

REBREOR-B—A
F+A-+HAREEA
ARANTEERESER
=32

MEREREBLEAER
RZFB—R"EF+ A=+t
AEZAAEAARWITE
=,

REERE MBEEER
BMZTERZE—RF
TAZ+tHEZERAK
REVBIIFRITEE -

REE-T—tF+-_A=1—
BLLEE SESEFHREXRE
BEERHFM (ZT—RF
) RBE_T—tF+_-8
=t+—BLEE BECNHE
AT E R INAAE B 1) 22/
BERAEE (—F—"F MR -
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1

BENEFITS AND INTERESTS OF DIRECTORS (Continued)

(b)

(c)

(d)

(e)

(f)

Directors’ retirement benefits

No retirement benefits were paid to the directors of the
Company during the year ended 31 December 2017 by a
defined contribution plan operated by the Group in respect
of their services as directors of the Company (2016: same). No
other retirement benefits were paid to the directors in respect
of their other services in connection with the management of
the affairs of the Company or its subsidiary undertaking (2016:
same).

Directors’ termination benefits

None of the directors received or will receive any termination
benefits during the year ended 31 December 2017 (2016: same).

Consideration provided to third parties for making
available directors’ services

During the year ended 31 December 2017, the Company did
not pay any considerations to any third parties for making
available the services of themselves as directors of the Company
(2016: same).

Information about loans, quasi-loans and other dealings
in favour of directors, controlled bodies corporate by and
connected entities with such directors

No loans, quasi-loans and other dealings were entered into
by the Company or its subsidiary undertaking in favour of the
directors of the Company, a controlled body corporate or a
connected entity of such directors at any time during the year
(2016: same).

Directors’ material interests in transactions,
arrangements or contracts

Save for transactions disclosed elsewhere in the notes to
these consolidated financial statements, no other significant
transactions, arrangements and contracts in relation to the
Group's business to which the Company was a party and
in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or
at any time during the year (2016: same).

“FLEEH BREMBRARAF
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EENERERS (8

(b)

(9

(d)

(e)

(f)

EERAKER
HE-ZE—tF+-A=+—H
LHFE AEEEBZ ATEER
SR EFA AT ESAIRER
BRESFERRKRERN (=T
—NF MR o BERESEE
ANRQFSKEKE AR ES MRt
2 EAARIS ME XA E AR KR
M (ZZ—RF AER) °

EERBER
BE-F—t4T-A=1+—8
I B EC IR
BT REBAR R (=B — X%
1R -

MENEEREM@E=
FXfAzRE

HEZT—tF+=-A=1+—H
LEFE  RARERERAR
RIE BRI EERSE =
FHARE (Z2—RF:HR) °

BRUES BEEo3E
HEEREESR RS @
AZER EERKH A
RHZEH

RAGE MBI AARR
EHBA R RAR A AEE -
ERFEHAERBEEEA
i NRITER  EERRH A
2% (ZF—XF HRA) -

EENRS THIEEYN
PrEARER
BRALRE MBS RERE TR
BRIRGIN WEEBRAEE
E¥BmARRHEAREP—FH
RAREENEF (THREREK
M) EEERER (RAEF
JE B G R AR R ) MY R 2R
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R °
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

FINANCE COSTS — NET 12 BBHRA-—FEH
2017 2016
—E—tF —T—RF
HK$'000 HK$'000
FET FHET
Finance income 3N
— Interest income on short-term bank — R HASRIT 17 XA
deposits F 2 A 121 8
— Interest income arising from discount of —JEnBEEIES
non-current rental deposits AL 38 ZE A R R B 494 341
615 349
Finance costs B 75 BR A
— Interest expense on bank borrowings —RITERFAERX (505) (980)
— Interest expense on other borrowings —HEMERAERX (1,309) =
— Interest expense on finance lease liabilites  —FIEAEABMNFERAX (12) (24)
— Interest expense on loans from —REERF B
a shareholder (Note 37(b)) (MF5E37(0) ) (233) (209)
— Unwinding of discount of provision for — BRI IEER B ER
reinstatement costs (Note 31) AL38 (MIEE31) (119) 112)
(2,178) (1,325)
Finance costs — net MR AN — 558 (1,563) (976)
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13

INCOME TAX EXPENSE 13 FEHMxX
Hong Kong profits tax has been provided at the rate of 16.5% (2016: BREMNEBRI165% (=T — /_¢:
16.5%) on the estimated assessable profits arising in Hong Kong during 16.5% ) E’J?R$ BEFENBABEENGS
the year. The applicable corporate income tax rate for Mainland China FERBLR SR A - B At T A
subsidiaries is 25% on the estimated assessable profits. Tﬁﬁﬂé FTIERB R Ee @A AR
ST R 225%
2017 2016
—E—tHF | ZE—XF
HK$'000 HK$'000
FHET FHET
Current income tax BEVHAFR 1S Bt
Hong Kong profit tax BBNFE 135 996
PRC enterprise income tax R m%ﬁﬁ S5 109 =
Deferred income tax (Note 30) BIEFTS R (MI5E30)
Origination and reversal of temporary &R E R E A R
differences 635 991
Income tax expense Frig %t 879 1,987
The tax on the Group's loss before income tax differs from the NS BFR FTAS Bt A S 18 B0 R 18 B3 i
theoretical amount that would arise using weighted average tax rate Eizsira ABRSTE RIS 2 FIFTiE
applicable to profit of the consolidated entities as follows: Egﬂg’ézﬁﬂ MEGTENSBZHOE
FLUO0 -
2017 2016
ZB-tF | ZT—RF
HK$’000 HKS'000
FHExT FHTT
Loss before income tax FR PSR E 1R (55,307) (51,859)
Tax calculated at the applicable tax rates BREANEGTEMBS 2 BIE (8,925) (8,557)
Income not subject to tax BARTUA (403) (260)
Expenses not deductible for tax purposes AR A 2,665 4,860
Deferred tax not recognised RUERIE LT IE 6,710 5,944
Recognition of previously unrecognised tax R ST R AR FER 2 Bl IHE5 18
losses (2,006) -
Write-off of deferred tax previously recognised  #ifl 4 5 A1l ¥ 52 2 i {E 7 18 2,838 =
879 1,987
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

14 LOSS PER SHARE 11 BRER
(a) Basic @ EX
Basic loss per share is calculated by dividing the loss attributable BRERNEERRAARRRHEE
to owners of the Company by the weighted average number of AEEEERAFRNEETER
ordinary shares in issue during the year. BB INAE D BREH H -
2017 2016
ZB—+tF | ZT—RF
Loss attributable to owners of RATER ANEGEE
the Company (HK$'000) (F#%7T) (56,186) (53,846)
Weighted average number of BEEITEBRINETIHH
ordinary shares in issue (thousands) (F1&) 528,190 440,570
Basic loss per share (HK$) EREXRER (FET) (11 centsi#lli) | (12 centsiEAI)
The calculation of basic loss per share for the year ended 31 HE_Z—+F+-_HA=+—H
December 2017 is based on the loss attributable to owners of IEFEENERERBEREITER
the Company of HK$56,186,000 (2016: HK$53,846,000) and the NN RIHEA AL E5 856,186,000
weighted average of ordinary shares in issue 528,190,000 (2016: BT (=T — 754 1 53,846,00078
440,570,000 ordinary shares). 70) M B EITH B B AN E T 15
£01528,190,0000% (=& — /X5
440,570,000 & &A% ) 5T & o
(b) Diluted b) #E

The Company has two categories of dilutive potential ordinary
shares: (i)contingent returnable shares (Note) and (i) share
options issued under the Share Options Scheme (Note 34). For
the year ended 31 December 2017 and 2016, the potential
ordinary shares arising from the conversion of 24,430,000 (2016:
24,430,000) contingent returnable shares and 11,600,000 share
options granted under the Share Option Scheme (2016: Nil)
had an anti-dilutive effect on the basic loss per share, hence no
diluted earnings per share was presented.

ARARHEMBETHELR
A% - ()SARRER D (MisE) &
(R R B ERT S BT ER
B (M 5E34) HEZT—EF
;E=ZT—XRF+=ZA=+—H
IEFE - B # $#224,430,0008% (=
T — 7 4F 1 24430,0000% ) 3% SR AT
REBER D KB R ERER 815
411,600,000 BE AR #E (=T — <
FR)MELEZBELBRY
BREANBIBAR RESHENE -
A2 S REE AT
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

14 LOSS PER SHARE (continued)

(b)

Diluted (Continued)
Note:

On 10 May 2013, Choi Fook Holdings Limited, a subsidiary of the
Company, allotted and issued 75,000 new shares to Century Great
Investments Limited (“Century Great”), which was entirely exchanged
to the shares of the Company upon completion of the reorganisation
on 19 November 2013 at a consideration of HK$75,000 and the services
to be provided by Century Great which include, inter alia, reviewing
the Group's business operations and development and management
policies from time to time, devising the Group’s marketing plan, seeking
strategic investors for the Group and arranging regular trainings for
directors and members of the senior management for a term of five
full financial years after the listing (“the vesting period”). Century Great
is liable to compensate the Group for all losses and damages resulting
from its failure to provide the abovementioned services at any time
during the vesting period.

Century Great undertakes that within the five full financial years after
the listing, it will not, for each year, sell, or dispose of more than 20% of
the entire shares which are beneficially owned by it upon the listing.
Non-vesting condition refers to the lock-up period for the shares which
are taken into account by adjusting the fair value of the shares so that
the amount reflects the discount for the lock-up period. The shares in
Century Great is converted to the shares of the Company of 24,430,000
shares and are restricted for a period of 5 years.

The fair value of the shares issued in return for services received
approximates the fair value of services received by the Group. The
estimate of fair value of services received was measured based on the
discounted cash flow model. The fair value of the shares issued as at
10 May 2013 as determined by using the discounted cash flow was
approximately HK$18,950,000, discount rate of 15.0%, lack of control
discount of 26.7% and terminal growth rate of 2.8%.

The services received by the Group commenced upon the listing.
Consultancy service fee of HK$18,950,000 was recognised as
prepayment which is to be amortised over the vesting period of 5 years.
During the year ended 31 December 2017, HK$3,790,000 amortisation
charge of the consultancy service fee was recognised in “other
expenses” in the consolidated statement of comprehensive income
(2016: HK$3,790,000).

15 DIVIDENDS

The directors do not recommend the payment of final dividends for
the year ended 31 December 2017 (2016: Nil).

RN BREEEREARAT

14 SREBR®)

15

(b)

=)

Tg&:" =
B (E)

RZT—=FRA+H ARAMNE
AR AR R BR A Rl Century Great
Investments Limited ([ Century Great |)
B 3% 2 31775000803 B AD - ;% Z B An
ER=ZF—=F+—ATNhBTKE
BEBHERE ARG REAR
75,0007 7T + T Century Greatii$ F ek H9
REBE (EhaE) R EmEA@ER
BHBRFEAN ([HEHAR]) TR
AMASENEBEE BRAEER
T BT ARENTSHEETR /A
SESRERREERRETRSR
BIRER B T HEE ST - PO EA R
{Efa] B & A » Century GreatZB it K REHR
PR AEBRIHMBIELR
RIBEEHEEE -

Century GreatF# I L& F ETE
VRFEFERASEFE ETSHER
REBAN EMEREEREANEE
A7 #920% © FEET R -1 5 RN R &
B WiEBARRMH AT ENEESE
RBRZEE HAR B IR o Century Greatd A%
19 AT 82 44.524,430,00088 A A BIAR 1D * PR
BARSF-

BEREATER RS METHRROHAQ
FEEAE BB RS A T(EE
E-BEERK A A FEMGFIRIER
RBESRERAFE-R=ZF—=F
AAT+BEZETRNNAFEEA
BhIRIR & M 8 4918,950,000/8 7T « BRIR =R
15.0% * R = 22 & 97 8 26.7% K& & B &
KD BWEETE ©

RNEBFTERK RTS8 Em &R -
18,950,000/ 7. /E8 ] AR 7% & A FE R A 78
NRE ERATRBHAESE B2
—E—+tHF+-A=+—RHLEE"
3,790,000/ 7T 75 A AR5 B A < BB 65 =2
RiEE AR ERERS [HibFAXZ]
(=T —75% 1379000087 ) °

EETEEMHE_T—+F+_H
=t HEFERNRERE (ZF
—REE) -



Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

16 PROPERTY, PLANT AND EQUIPMENT

16 ME -BERRE

Leasehold Air- Furniture Motor Land and
improvements  conditioning  Equipment  and fixtures vehicles building Total
FRR
HEZE =8 i EE%E hE  tHRET @t
HKS 000 HK$'000 HKS'000 HK$ 000 HK$ 000 HKS000 HKS'000
TAL TR TAL TAL TR TAL TATL
At 1 January 2016 R=2-~E-A-R
Cost A 65489 9801 3147 31,635 3643 8600 142315
Accumulated depreciation 2iHE (41,754 (6927) (1932 (24252) (259) (261) (95,108)
Net book amount REHE PENESS 2874 3825 7383 1051 8339 4707
Yearended 31 December 2016 HZE=F-1%E
ToAST-HLER
Opening net book amount BORETE B35 2874 3825 7383 1051 8339 4707
Additions AE 11871 1935 4506 4180 - - 249
Depreciation charge MESH (9644) (1,164 (1,788) (2889) (669) (261) (16414
Closing net book amount HARETHE 25962 3645 6,543 8675 38 8078 53,285
At 31 December 2016 RZB-RE
t=A=t-H
Cost A 77360 11736 27653 35815 2002 8600 163206
Accumulated depreciation ZithE (51398) (8091) (21,10) (27,40) (1,660) (522) (109921)
Net book amount REFE 25962 3645 6,543 8675 382 8078 53,285
Yearended 31 December 2017  HZE=F-t%
ToASt-HLER
Opening net book amount BORETE 25,962 3,645 6,543 8,675 382 8,078 53,285
Acquisition of subsidlaries (Note 32)  JKEEMI B2 Al (Bi7E32) = S = = 110 = 110
Additions e 19,059 2,284 1,468 3,890 4,299 - 31,000
Trandlerto assets lassfied asheld ~ BEE B AIHE
for sale (Note 23) MEEE (W) - - - - - (7,883) (7,883)
Depreciation charge REXH (13,429) (2,299) (2,622) (3912) (1,448) (195) (23,900)
Impaiment charge RESH (5,596) (1,065) (937) (1,771) - - (9,369)
Exchange difference ELES - - - - 17 - 17
Closing net book amount HAREFE 25,996 2,570 4,452 6,882 3,360 - 43,260
At 31 December 2017 RoB-tE
tZA=t-H
Cost BE 69,094 9,350 23,017 33,651 6,144 - 141,256
Accumulated depreciationand ~ 2EHTERFE
impairment (43,098) (6,780) (18,565) (26,769) (2,784) = (97,996)
Net book amount BHTE 25,996 2,570 4,452 6,882 3,360 - 43,260
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

16

PROPERTY, PLANT AND EQUIPMENT (Continued)

At 31 December 2016, all land and buildings in Hong Kong are held on
leases of 50 years, with a remaining term of 31 years.

At 31 December 2016, the Group's land and building with net carrying
amount of approximately HK$8,078,000 was pledged against the bank
borrowings of the Group (Note 29).

Due to the continuing unsatisfactory performance of certain
restaurants, management has recognised an impairment loss of
HK$9,369,000 for certain property, plant and equipment during the
year ended 31 December 2017, which is estimated based on the
recoverable amount of each individual restaurant cash generating
unit. The recoverable amount of the restaurant cash generating unit
is determined based on the value-in-use calculation using cash flow
projections based on financial budgets covering a period of the
remaining lease term. The recoverable amount of the restaurant cash
generating units being tested in aggregate was HK$13,602,000 as at
31 December 2017. The pre-tax discount rate applied to the cash flow
projections was 12.8%.

Equipment and motor vehicles include the following amounts where
the Group is a lessee under finance leases:

16

ME BERSE#)
R=Z— &F+=A=+—B fAEk
KB 130 RAEF 1912 R H504F 1
BORE B TFEHRIF

R-BE—RE+-_A=+—0 K&£E
BRI FE £8,078, 00078 7T 2 3 MAEF
BAAREEZBITHEREER (KHE
29) °

HRETEENRR —BEROAE &
BEERBEZ_ZT—tF+_A=+—
HIEFERE TYWE  BE REERER
LB [E5189,369,0007% 7T+ B TI IR Z8
BIRGEABUMATRE &b
SE IR IR 4 FE A B AL B A Y Bl 4 58 T A
HARREH THERZWHEES
KIEZRERERAZFEREENE
MEE  BERSEASMHATREE
ER _E—+tFE+ - A=+—B&3
AEFA136020008 7T < IR & RETEA
FTA 2 TR BE IR 2128% ©

RENAEBEARBELARETE
BEARA TS

Equipment B3]
2017 2016
—E—tF | ZE—RF
HK$'000 HKS$'000
FET T
Cost — capitalised finance leases RA—BIEERNBERE 477 477
Accumulated depreciation Z2ETTE (477) (464)
Net book amount R FE = 13

RN BREEEREARAT



16 PROPERTY, PLANT AND EQUIPMENT (Continued)

17

Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

16 ME - BERRE®)

Motor vehicles AE
2017 2016
—E—tHF | ZT—XF
HK$'000 HK$'000
FHExT T
Cost — capitalised finance leases RAR—BIEERNBERE 1,929 1,929
Accumulated depreciation 2itinE (1,929) (1,547)
Net book amount BREFE = 382

The Group leases various equipment and motor vehicles under non- REBRBE A REEREHE =
cancellable finance lease agreements. The lease terms were between EZERERTE HPANERF -
four and five years.
INVESTMENT PROPERTIES 17 BEYWHE
2017 2016
—E—+F ZE-RF
HK$’000 HKS'000
FET FHTT
At 1 January Rn—H—H 24,400 24,000
Acquisition of subsidiaries (Note 32) Ug BB B A J) (BIaE32) 103,698 -
Fair value gain NEEW S 1,094 400
Transfer to assets classified as HRESHEREE
held for sale (Note 23) HE&EE (F5E23) (24,299) -
Exchange difference MEHZER 3,972 =
At 31 December R+Z—A=+—8H 108,865 24,400
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

17 INVESTMENT PROPERTIES (Continued) 17 REWE(#)
The following amounts have been recognised in the consolidated T eHERNFEA 2 EKER AR
statement of comprehensive income for the investment properties: B LR
2017 2016
ZE2—tF | ZT—KF
HK$’000 HKS'000
FHExT FHTT
Rental income He A 3,269 591
Direct operating expenses from properties EXHESWAZYEZ
that generated rental income HELERX (527) (90)
2,742 501

As at 31 December 2017, the investment properties were revalued
by an independent professionally qualified valuer, CHFT Advisory and
Appraisal Limited (2016: Norton Appraisals Holdings Limited) using
direct comparison approach. As at 31 December 2017, the Group's

interests in investment properties are held on leases of between 32
and 33 years (2016: 34-38 years) and are located in Mainland China

(2016: Hong Kong).

At 31 December 2016, certain investment properties situated in Hong
Kong with fair value of HK$24,400,000 were pledged as a security for
bank borrowings made available to the Group (Note 29).

RN BREEEREARAT

N-TE—+E+—A=+—80 &EYD
¥EHRBUEESERGERMELF
HIAEBERAT (ZE—RE  EHEH
SHEARAR) IRAEELBRET
gH-R=_T—+F+=-A=+—8"
REER BV 2w IR IR32233
FE (T —RF:34E3RF) 2L
B ZEWEMRPERL (ZF—X
FH/E) -

R-TE—RE+-_A=+—8 2AFE
A524,4000008 T/ TAIRA BB 2 1%
BEYMECKFIERASEEERRITE
FHPEIR (PBI5E29) o
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

INVESTMENT PROPERTIES (Continuea) 17 REWE (&)

The Group reviews the valuation performed by independent valuer U BRFENTE  NEBENE
for financial reporting purposes. Discussion of valuation processes and MEEREL 2 G E-EREMEE L
results are held between management and independent professional SERMGEMN REERT RER
qualified valuer for financial reporting purposes. LA BA T FR R 2 A o

Fair value measurements using

BAUATHABB A FEFESRX

Quoted prices Significant
in active other Significant
markets for observable unobservable
identical assets inputs inputs
HthE X BEX
HEEERNER AEE TABE
miZHHRE WAEE WAHE
Description (Level 1) (Level 2) (Level 3)
BR (E—E) (=) (E=8)
HK$'000 HK$'000 HKS$'000
FHET FET FET
At 31 December 2017 R-ZE—tF
+=A=+—H
Investment properties: KEYE:
Commercial buildings and [SEINY &
car parking spaces
~ Mainland China — B Ayt - - 108,865
At 31 December 2016 R=Z-—XRF
+t=-A=+—H
Investment properties: REME
Industrial and residential buildings ~ L K&EFEKE
- Hong Kong —BH - - 24,400
The Group's policy is to recognise transfers into and transfers out of REBRBR IR EBRMZES 2 E4
fair value hierarchy levels as of the date of the event or change in BAEGRAHIREEE AERATE
circumstances that caused the transfer. EREEARET -
There were no transfers between Levels 1,2 and 3 during the year. FRNEF-EB FERE=EZMEL
i B
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17

INVESTMENT PROPERTIES (Continued)

The fair values of the Group's investment properties are measured
at fair value hierarchy level 3 as at 31 December 2017 and 2016.
Information about fair value measurements using significant

unobservable input (Level 3) are as follows:

Valuation techniques

17

REWR (#)
R-F—tER-F—AF+-A
=+—R AKERANENDTER
ATERRE=E:E - AREREX
TABRBARE (=) WATE
SrEZ AT

fEE i

Relationship

Range of of unobservable
Valuation Unobservable unobservable inputs to
Description Fair value technique inputs inputs fair value
AAER IR -E3- DN ¢
BER DYE fRE B TABEGARE BAHBHEE HATLENER
HK$'000
FET
At 31 December 2017
R=Z-t&+=A=+-H
Commercial buildings and 108,865 Direct comparison Comparable sales  Commercial buildings: ~ The higher the
car parking spaces - Approach evidence RMB68,000 to comparable market
Mainland China BERELEEE AIE L EEHE R RMBS6,000 per square  price, the higher the fair
PEEAEREN - s meter value
FE A BEAR:-BFHK AELRMER
No.8, Fuchengmen Road, AR #68,0007T NEEKIEL
Xicheng District, Beijing Z= AR86,0007T
b =T P R 2K
FISN A 85 12 Car parking spaces:
RMB239,000 to
RMB451,000 per unit
B SEf
AR #239,0007T
Z= AR #451,0007T
At 31 December 2016
R=B-R"E+=A=+-H
Industrial buildings - Hong Kong
IBARE—BS
Units E &F, 28/F, Block 1, 14,000 Direct comparison Comparable sales HK$1,700 to The higher the
Vigor Industrial Building, approach evidence HK$2,400 comparable market
49-53 Ta Chuen Ping Street, HELEE AJELLEIHERE  persquare foot price, the higher the
Kwai Chung, New Territories, BEFR fair value
Kwai Chung Town Lot No. 302 1,700 T2 AALERmER
2T R F3025% #7727 240075 7T AFEKIEL
RT3 RERL T E AR
E1HBIEERFE
Residential building - Hong Kong
EEAE-—BE
Flat G, 16/F, Tower 3, Phase |, 10,400 Direct comparison Comparable sales HK$12,000 to The higher the
Century Gateway, 83 Tuen Mun approach evidence HK$17,000 comparable market
Heung Sze Wui Road, HELEE AJELLEHERE  persquare foot price, the higher the
Tuen Mun, New Territories, FEHR fair value
Tuen Mun Town Lot No. 447 12,0008 L& AALEmESR
7 P T 30 B 284475 3T R AP 17,0007 7T RFEKIEL

BES KRR E 1

FIFEI6ECE
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

INVESTMENT PROPERTIES (continued) 17 REYE &)
Under direct comparison approach, fair values of the investment BBEERLEE  REWMZE 2 AFET)
properties are derived from comparing the property to be valued BT HEYEITER S 2 it
directly with other comparable properties, which have recently AALBRYERITERLEMSG
transacted. However, given the heterogeneous nature of the AN AR EMEZEEETER B
properties, appropriate adjustments are usually required to allow BAELEERARE MAFFER R
for any qualitative differences that may affect the price likely to be HEZHMERRRERCEER 2E L
achieved by the property under consideration. The most significant EZRWHEREINREZEZERE
impact into this valuation approach is price per square foot/price per FHRERFEHRERE GENT
square meter/price per unit. fBHg e
GOODWILL 18 BHE
2017 2016
—E—+tF ZE-RF
HK$’000 HK$'000
FHExT FHTT
At 1 January ®n—H—H - 18,576
Addition (Note 32 and note (i)) RNE (M2 R MEEG) ) 20,920 -
Impairment loss recognised FNERBIEEBE
for the year (note (i) (P REGi) ) - (18,576)
Exchange difference EHZER 800 =
At 31 December R+=ZA=+—8 21,720 -

Note (i):

Goodwill acquired through business combination during the year ended 31
December 2017 is allocated to the cash generating unit, namely New Fortune
Group CGU (see Note 32 for details), for impairment test. The recoverable
amount of the New Fortune Group CGU has been determined by reference to
the value-in-use calculation.

In assessing the value-in-use calculation, references were made to the valuation
of the investment properties and the carrying amount of the business unit's
other assets and liabilities which approximated to their fair values, excluding any
deferred tax liabilities initially recognised on acquisition relevant to this business
unit. Fair values of the properties were determined based on valuations
performed by independent valuer at year end (See Note 17 for details).

B EEG) -

HE_Z—tF+-_A=+—HILF
EEBEBAFRBENEEE KR
ReELSEU IR EBRSEL
B (FHI5H 2R EE32) AETTRIE
AR - EERSELEMNAK
EERNH2EEREEMEE -

REERBEEFER E2ERE
MEBEREFEL 2 EMEERA
ERREE (BREQAFERE) T8
YREAZG EA R ER YRR
WENETEHBAE - MEZAFE
TRBB A hEMN FRET 2 AE
mEE (FBFELHME7)
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18 GOODWILL (consinued) 18 BE (£
Note (ii): B &£ Gl
For the year ended 31 December 2016, due to the unfavourable operating performance, REBEEZZE—"F+-A=+—HLF
an impairment loss of HK$18,576,000 was recognised based on discounted cash flow B BAREERBATE WEEEERE
projection prepared by management. BEMBBSREEARRREBE
18,576,000/ 7T ©
The recoverable amount was calculated using pre-tax cash flow projections developed AlEcEEREREERBRATRAKR
from the financial budgets approved by management based on past performance and its H¥min%RATETR AT E R F 80
expectations of the market development covering a five-year period. Cash flows beyond BREMSHRBTARSRETRHE -
the five-year period are extrapolated using the estimated growth rate that did not exceed AFUNENRESREFEAMIERE
the long-term average growth rate for the Chinese restaurant and wedding business. R sz R R EBEP N BE KB
EEBHRATHERR.
19 FINANCIAL INSTRUMENTS BY CATEGORY 19 RENE>HNEHIA
The accounting policies for financial instruments have been applied to eI EANETBRREEAN TIE
the line items below: B:
2017 2016
—Z2—tF —E—RF
HK$’000 HK$'000
FHERT FHETT
Assets as per consolidated balance sheet SEEEEBRFAIEE
Finance assets at fair value through BRBEZUAAFEYERZ
profit or loss EREE
Listed securities held for trading FHEEE FhEH 3,447 -
Loans and receivables B R B W RIE
Trade receivables B 5 WG IE 1,955 1,993
Deposits and other receivables e RH i EWFRIE 28,370 34,700
Cash and cash equivalents RekReEED 196,335 298,604
Liabilities as per consolidated HEEEABRMIIAR
balance sheet
Other financial liabilities at amortised cost RSN AR A B
TREE
Trade payables B S ENRIE 17,550 13,645
Accruals, provisions and other payables EEtER BER
H Al FE N 5R0R 19,459 19,758
Amount due to a related company PN — [ BB A =) 3KI8 3,621 -
Loans from a shareholder AR R E 150,690 280,387
Amount due to a director BN —REERIE 1,100 1,100
Borrowings B 45,000 46,519
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20 TRADE RECEIVABLES

The ageing analysis of trade receivables based on invoice date is as

20 EFEWRIE

REZEAHETINE 5 RUEFRRE

follows: DHTEAT :
2017 2016
ZE2—tF | ZT—KF
HK$’000 HKS'000
TExT FHET
0 to 30 days 0£30H 1,955 1,469
31 to 60 days 31260H - 372
61 to 90 days 61£E90H - 152
Over 90 days 90H A E - =
1,955 1,993

The Group's revenue from its Chinese restaurants operations is mainly
conducted in cash or by credit cards. The credit periods granted by the
Group to its customers in wedding related business and distribution
of goods, a franchisee and its tenants range from 0 to 90 days. As at 31
December 2017, trade receivables that were not past due nor impaired
amounted to approximately HK$1,955,000 (2016: HK$1,993,000). These
balances relate to customers for whom there was no recent history of
default.

As at 31 December 2017, no trade receivables were impaired (2016:
same). No provision for impairment of trade receivables was made as
at 31 December 2017 (2016: same).

The carrying amounts of trade receivables approximate their fair
values and are denominated in HKS except for HK$140,000 which
are denominated in RMB. The maximum exposure to credit risk at
the balance sheet date is the carrying value of trade receivables
mentioned above. The Group does not hold any collateral as security.

AREEFBEEBRSEBZUERS
SEARET - AEEMEERREER
BEREMDH — RS EERE
HAERHMEEN T0EWXA R =
T—+F+-_A=+—H8 MEaH
TMERERE 5 EWGRIEX) 51,955,000
PEIC (ZF— 7N £ 1,993,000/87T) * 5%
EREBEITHATEENCENETEE
228

R-E—+tF+—_A=1+—8B HEZ
SEBGRIEELRE (ZZ—~F 1
A) RZZT—t&+=—A=+—RH¥
ETIRESRRFERERE (=
—NFAER) ©

E o ERFIBENERETESRE A FEHE
WA TTAHME * 114000078 T LA A
REHE - BE BFTEEHNRAEER
S5 EE S EUGRIER REE - A
BV ESEEAERBRIERER:
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21 DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES 21 BE BANREREMER
MIE
2017 2016
—E—tHF | ZZE—XF
HK$'000 HKS'000
FHExT FHET
Rental deposits Heke 19,834 19,773
Utilities deposits NAREES 5,287 5,375
Other deposits Hiike 4,109 3,897
Other receivables H fth e Y R IE - 65
Prepaid insurance TET R B 1,162 1,233
Prepayment for advertising and promotions BEE R ETEN R IE 1,288 2,917
Prepaid rent EFHEE 1,840 3,267
Prepaid service fee to temporary workers TENT B s T HY) AR 7% & - 36
Other prepayments RSN 1,122 1,802
Prepayment for consultancy services 5 78 AR 7% 7R 1 R IE
(Note 14(b)) (B EET4(0)) 3,582 7372
Deposit for acquisition of an investment Wi —THR B MR
property by - 5,590
Prepayment for purchase of property, BEWME WERZED
plant and equipment B FRIAE - 3,200
38,224 54,527
Less: Non-current portion R FERNHAES
- rental deposits —Heke (12,351) (14,394)
— prepayment for consultancy services — B AR S TR AT FIE - (3,582)
— prepayment for purchase of property, —BEYE BEKR
plant and equipment BT 0RE NGO - (3,200)
Current portion BVHAER 25,873 33,351

%e B EUE R IERERE
BEEERNFERSE  WABTEHE - &
Ui i —I8¥% & W) 2 932 85,590,00078 7T
IAANRESTE-

The carrying amounts of deposits, prepayments and other receivable
approximate their fair values and are denominated in HKS, except for
the deposit for acquisition of an investment property, amounted to
HKS$5,590,000, which was denominated in RMB.
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22 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFITOR 22 RAFEFABZENEHME

LOSS B
2017 2016
—E—+F —E-RF
HK$'000 HK$'000
FHExT FHT
Listed securities held for trading, NAFESRZ
at fair value BEEELTES
~ Equity securities listed in Hong Kong (Note) ~ — A& B L 2 R AE FH
(HtsE) 3,447 _
The fair values of the above listed securities are determined based Lt EmEH 2 AT ETIRERS E
on the quoted market bid prices available on the Hong Kong Stock KRB B ISRz M5 EAEE
Exchange at the end of the reporting period. The financial assets at fair FEoRAFEFABENEMEET
value through profit or loss are denominated in HKS. BTt E
During the year ended 31 December 2017, fair value gain on financial REBEE_T—+tF+-_A=+—HIE
assets at fair value through profit or loss of HK$108,000 (2016: Nil) and FE -BRAFEFABENEGREE
gain on the disposal of financial assets at fair value through profit or 2 A EWRE A10800087T (ZZF—7X
loss of HK$2,206,000 (2016: Nil) are recognised in the consolidated F: ) R ERAFEFABZN S
statement of comprehensive income. A E 2 W 2k2,206000/8 7T (= ZF—7~

F E)RGEEERERER
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23 NON-CURRENT ASSETS HELD FOR SALE 23

All industrial properties and residential properties of the Group in
Hong Kong previously classified under investment properties and
property, plant and equipment, totaling to HK$24,299,000 and
HK$7,883,000, respectively, were reclassified to non-current assets held
for sale following the entering into sale and purchase agreements
between the Group and several third parties on 13 October 2017 and
27 November 2017.

BEHEXERBEE

REEREBZEAMEDEAR
BEMERYE BB MEEH IR &
E W 5 B4 5T /524,299,000% 7T &
7,883,000/ 70 I EA KB EHE TE
=R E—+tFt+A+=AR_F
—+F+—A=t+tBITVEEHZ
BEFDERBELE ZIEREEE

2017 2016

—E—+tHF | ZE—XF

HK$'000 HK$'000

FEx FHET

At 1 January R—H—H = =
Transfer from property, plant and EEEYE BER

equipment (Note 16) fis (MIEE16) 7,883 =

Transfer from investment properties (Note 17) 2R EREWE (Kiz£17) 24,299 -

At 31 December Sr—H=-+—~H 32,182 -

As at 31 December 2017, the non-current assets held for sale was
pledged against certain banking facilities of the Group (Note 29).
Subsequent to the balance sheet date, the pledges were released
upon the completion of the sale.

RN BREEEREARAT

R_E—+tF+=—A=+—8 #F
HEZERBEECHAEEE TR
TRE LR (M 5E20) -RAEEH
& ZIEME B S TSR AR o



Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

24 CASH AND CASH EQUIVALENTS 24 RERBFAESEEY
2017 2016
—E—tF | ZE—RF
HK$'000 HK$'000
FHExT FHET
Cash at banks RITRE 194,235 297,286
Cash on hand FEE® 2,100 1318
Cash and cash equivalents RERBESEEY 196,335 298,604
Maximum exposure to credit risk E=EERR 194,235 297,286
Cash at banks earn interest at floating rates based on daily bank ROTBReRRITERERSXNEY
deposit rates. P = BRERLF) S,
Cash and cash equivalents are denominated in the following ReMReEEBYATIEEE:
currencies:
2017 2016
—E—tF | ZE—XF
HK$'000 HKS'000
FET FHTT
RMB AR 13,329 111,921
HKS BT 183,006 186,683
196,335 298,604
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25 SHARE CAPITAL AND SHARE PREMIUM 25 BARRGEE
Nominal
Number of value of
ordinary ordinary Share
shares shares premium
ZTERHAE EEREE IR 175
HK$'000 HKS$'000
FAT FHETT
Authorised: EE
Ordinary shares of HK$0.01 each RZZT—X
as at 31 December 2016 and T=H=n—H
31 December 2017 RZE—+F
+=-A=+—H”
FREEIOVET
Z BB 10,000,000,000 100,000 =
Issued and fully paid: ERITRAR:
At 1 January 2016, RZZT—RF
31 December 2016 and = F=IEls
1 January 2017 —T—RF
+=—A=+—H~
RZF—tF
=F=I& 465,000,000 4,650 90,326
Issue of ordinary shares by A il S BT
placing (Note) Lk (fisE) 93,000,000 930 145,794
At 31 December 2017 RZT—tF
+=—A=+—H 558,000,000 5,580 236,120
Note: B 7 -

On 4 January 2017, the Company entered into an agreement for the placing
of up to an aggregate of 93,000,000 new ordinary shares to not less than six
placees at a price of HK$1.61 per share.

On 23 January 2017, the conditions set out in the placing agreement was
fulfilled and the placing were completed on the same date, in which 93,000,000
shares were placed to not less than six placees at HK$1.61 per share. The net
proceeds of HK$146,724,000 (after deduction of the placing commission and
other expenses from the gross proceeds of HK$149,730,000) were raised from
the placing and credited to the share capital and share premium account of the
Company.

RN BREEEREARAT

R=F—+tF—AWA  NAFRFIMIHE &
AR 6178 TR BAR M DR /N B A A
4 2l & 5% %93,000,0000% 37 X EAR o

R-ZE—+&E—A-_+=0 EEWHHM
BB REER BENNRBZK  Eit
LA ERI61ETHER AT DRANBERREA
fic £593,000,0008% A% 17 © Bd & FT 15 S F 8B A
146,724,000/ 7T ( B P15 3K I8 4858 149,730,00058
THRESEME REMASE) Wt ARRQA
& AN R AR A7 33 (B B o
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26 RESERVES 26 fEtE
Share-based
Capital Exchange payment  Accumulated
reserve reserve reserve losses Total
AR 47
REREM
AR EIRE  (RRE  RAEB by
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
THR T T TiHr T
At 1 January 2016 RZE-RE-A-H 4986 - 18950 (32327) (8,391)
Comprehensive income: REYA:
Loss attributable to owners of RRRABBEAEGES
the Company - - - (53,846) (53,846)
Other comprehensive income: Ht2EKRA:
Currency translation differences EHREES - (53) - = (53)
At31 December 2016 RZB-R"E+-A=1-H 4986 (53) 18,950 (86,173) (62290)
At1 January 2017 W_E—t£-A-F 4986 3 18950 €173 6220
Comprehensive income: 2EYA:
Loss attributable to owners of the Company A2 Rl A A JE(5 B 12 - - = (56,186) (56,186)
Other comprehensive income: Hit2EKBA:
Currency translation differences EEBEER o 3259 - - 3259
Comprehensive income: 2HAKBA: = 3259 - (56,186) (52927)
Transactions with owners in AREANHBEEAN
their capacity as owners: SHETHRS:
Share based payment (Note 34) PARR (D BERERI (951 (MiEE34) - - 4478 - 4478
At 31 December 2017 RIB—t#+t-A=t-H 4986 3,206 23428 (142359) (110739)
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27 TRADE PAYABLES 27 ESEMNNRE
The ageing analysis of trade payables based on invoice date is as REZAMZINE S BN FIERE
follows: DI :

2017 2016

ZE2—tF | ZT—KF

HK$°000 HK$'000

T FHET

0 to 30 days 0£30H 10,338 8,507

31 to 60 days 31E260H 6,314 5110

61 to 90 days 61290H 898 27

Over 90 days 90H M - 1

17,550 13,645

The carrying amounts of trade payables approximate their fair values 2P EMNFIERREEMEEATER
and are denominated in HKS. & WABTTEHE .
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28 ACCRUALS, PROVISIONS AND OTHER PAYABLES AND 28 FEstEA- BEKHEMEN
=) ~
DEPOSITS RECEIVED REUREWZS
2017 2016
—B-tF | —T—RHF
HK$'000 HK$'000
FHExT FHET
Accrual, provisions and other payables EtER BER
H fth & A4 7R
Accrued wages, salaries and bonuses BEALIE FehkiRe 7,264 8,593
Accrued rental expenses EErEeMAX 7,040 10,450
Accrued utilities expenses NGRS 175 2,107
Payables for purchases of property, BEYE WEREHED
plant and equipment FET IR - 1,249
Other accrued expenses H R 12,020 7,809
Provision for unutilised annual leave RENBEBREME 968 727
Provision for long service payment RHRE S BE 1,261 1,298
Total accruals, provisions and other payables — FEFTE F - B &
Hth AN FRIR AR 28,728 32,233
Less: NEaR
Non-current portion — accrued rental expenses JEBNHAZS 5 — fETHH € F 2 (4,500) (7,704)
Current portion of accruals, provisions and JERTE A - BE &
other payables H th fE At ZRIE Y BN EAEE 9 24,228 24,529
Deposit received glze
Deposits received for banquets BWEEES 41,051 24,732
Deposits received for wedding related services & WIE1E B RFEIZ & - 913
Tenants' deposit received BWHEFES 1,440 101
Other deposits received HEibhe ige 2,739 1411
Total deposits received Bz 858 45,230 27,157
Less: Ve ‘
Non-current portion — deposits received for JEENERE » —EWIEEZ S
banquets (4,653) (552)
Current portion of deposits received B ke /) BNETER 5 40,577 26,605

The carrying amounts of accruals, provisions and other payables and
deposits received approximate their fair values and are denominated
in HKS, except that HK$3,475,000 (2016: Nil) of deposit received are

denominated in RMB.

EETER BB REMEAREURE
Wize MERMmERE AFERSE - WA
BITETE + M B WUE © /93,475,000 7T
(ZE—REF E)UARBHE
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29 BORROWINGS 29 &R
2017 2016
—E2—tF ZE-RF
HK$'000 HK$'000
FET FHET
Non-current JEBNHA
Finance lease liabilities (Note (b)) BEREAE (HEb) - 207
Current BN A
Bank borrowings — secured (Note (a)) RITER—FBER (HF6) - 46,124
Finance lease liabilities (Note (b)) AEAEAE (Eb) - 188
Other borrowings — unsecured (Note (c)) H bk — I (M sE©)) 45,000 -
45,000 46,312
Total borrowings CEECE 45,000 46,519
Notes: fEE
(@  Bankborrowings @  RITER
2017 2016
—E—tF —E—RF
HK$'000 HKS$'000
FET FHT
Bank borrowings due for repayment —FREEEEN
within one year HRITIERK - 22,650
Bank borrowings due for repayment after R—F 2 HEER
one year which contain a repayment on (BEBREKEEER)
demand clause RSRITIE R = 23474
Total bank borrowings SRITIE R A%E = 46,124
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29 BORROWINGS (continued)

Notes: (Continued)

(@)

Bank borrowings (Continued)

The weighted effective interest rates of bank borrowings at the balance
sheet date are as follows:

29 B

M &

(@)

(%)
(%)

WEER - RITHERZ IEERAIEM
I &

2017 2016
—E—tF —E—RF
Bank borrowings RITIEN 2.71% 301%

The carrying amounts of bank borrowings approximated their fair values,
as the impact of discounting is not significant, and were denominated in
HKS.

The Group had early repaid its entire outstanding balances of bank
borrowings during the year ended 31 December 2017.

As at 31 December 2017, the Group had total banking facilities of
HK$29,000,000 available for use, of which HK$11,086,000 was utilised for
letters of bank guarantee for rental and utility deposits. The unutilised
portion amounted to HK$17,914,000.

As at 31 December 2017, the Group's industrial properties and
residential properties classified under non-current assets held for sale,
totaling to HK$32,182,000, was pledged against the banking facilities
of the Group, totaling HK$15,000,000. Subsequent to the balance
sheet date, the pledges were released upon the completion of the sale
transactions of the non-current assets held for sale.

At as 31 December 2016, bank borrowings were secured by certain
property, plant and equipment and investment properties of the Group
of HK$8,078,000 and HK$24,400,000 respectively (Notes 16 and 17).

As at 31 December 2016, the Group failed to comply with a
covenant requirement of one of the banking facilities amounting to
HK$17,500,000. Such breach of the covenant requirement may cause the
relevant banking facilities to be cancelled or suspended. In March 2017,
the Group had obtained the bank’s one-off waiver from compliance
with the relevant breached covenant requirement for the year ended 31
December 2016.

Elﬁ’\ﬁﬁifﬁ,%%Tﬁ RITE A REE
EENFERE  LLOBTAHE

BE_Z—tF+=
AEEBRRAEE

-
RITIER AR

A=+—HIEFE
EH 2R R IEE

R-E—t&+-_A=+—8 K&£E
AJ (s AR TR E & 5T 429,000,000/
7T+ H 11,086,000/ T R & R AF
RIEIES 2 RITEREK - RBVAFD A
17,914,000/ 7T °

RZZT—tF+-A=1+—8 REF
EHEZERBEESEALAEEZ
TR E Y EEAR ST 732,182,000/ 7T
ZMED BAEEBIREEL B
1500000078 TR - REEE H & -
TRBELEZIERBEEZHERS
BRI o

R-_E—AR"E+_A=+—8 " #
1T 18 5K 9 Bl LA 7 5= [#18,078,0007% 7T &
24,400,000/ 7T 2 B T - BB K&
AR E MR (I FR16517) ©

R-E—RE+-_A=+—8 ~%8
AR 8838 57 — I8 4R 77 8t B 17,500,000/ 7T
IR Bk o 1 I 5% 2 58 Bk n] REE B
BRABITREWIHEKEFE - R =2
—+F=F AEEBIERIT XM
B RepnBE—_T—~"F+=A
=+ AIEFEYTHZEEERNZE

E3Kko
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29 BORROWINGS (continued) 29

Notes: (Continued)

(b)

Finance lease liabilities

The rights to the leased assets are reverted to the lessors in the event of
default of the lease liabilities by the Group.

B (&)

Wiz (&)

(b)

MEHEAE

A EERGEERE  MEEEEN
REFIHG 2B T HAEA -

2017 2016
—Z—+tF ZE—RF
Gross finance lease liabilities RIEHEBERSE
— minimum lease payments —REBERK
~ No later than 1 year —TER—F = 198
— Later than 1 year and no later than 5 years ~ —EBR—FERNERFEE - 211
- 409
Future finance charges on finance leases REREZRREER H = (14)
Present value of finance lease liabilities REHEAERE - 395
The present value of finance lease liabilities ~ BEHEEFRBELT :
is as follows:
— No later than 1 year —TEBR—F - 188
— Later than 1 year and no later than 5years —ER—FETER RS - 207
- 395

The Group has early repaid its entire outstanding balance of finance
lease liabilities during the year ended 31 December 2017.

As at 31 December 2016, finance lease liabilities were secured by certain
equipment and motor vehicles (Note 16).

“FLEEH BREMBRARAD

BHE—T—tF+-A=+—HItF
BN AEE R RAEE L 280 R E
BIRTTIER G

R-ZZE—A"Ft+-A=1+—8" @EH
EBERETRERTEERER (M
16) °
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e Eh e

29 BORROWINGS (Continued) 29 AR (E)

Notes: (Continued) Wiz (&)

© Other borrowings (© H A fE R

On 9 May 2017, U Banquet Group Limited, a subsidiary of the Company, RZZE—tFRA ARFRZHBAR
entered into a loan facility agreement with a director of certain BEEEBRAFEETHEBAR—
subsidiaries of which the director has agreed to make available to BESZI—MERBE RS Bt
the Group from time to time an unsecured loan facility amounting ZEEERETRRANERREMH -2
to HK$60,000,000 with an interest rate of 4.5% per annum for a term 60,000,000/ 7T ~ £F Fl| 5K 54.59% 8 1K 18
of 2.5 years from 9 May 2017. As at 31 December 2017, a total of BEXmE BT +tFRANBRAR
HK$45,000,000 was the carrying amount of this loan drawn down HsF-R_FE—+F+_A=+—
approximates its fair value, is denominated in HKS and repayable on B - 483£45,000,000/4 7T A B RREVE KA
demand. BREE  BEQFEEE  UWBTHE

W R B SR (EE o

Subsequent to the balance sheet date, the Group has repaid REEHE XEEEHEEZE
HK$20,000,000 of this loan. This director had confirmed his intention 20,000,000/ 7 - BB R HESRN
not to demand for repayment of the remaining outstanding balance of AR EBHE+ —EARNERE
HK$25,000,000 for coming twelve months from the date of this report. #£25,000,0007%8 7T 18 K (8 38 B 45 64 o
30 DEFERRED INCOME TAX 30 EEFEBH
The analysis of deferred income tax assets and deferred income tax RIEFBHEERELEREHAED
liabilities is as follows: M :
2017 2016
—E—+F ZE-RF
HK$’000 HKS'000
FExT FAET
Deferred income tax assets: BEMSMEE:
— Deferred income tax assets to be recovered  —#§F 1218 B & U @ HY
after more than 12 months RIEFEHEE (5,345) (6,632)
- Deferred income tax assets to be recovered  —#§ #1218 A Uk =1 49
within 12 months RIEFSREE - -
(5,345) (6,632)
Deferred income tax liabilities: RIEFTSHBE:
— Deferred income tax liabilities to be — A3 58121E A 18 Ug 01 #Y
recovered after more than 12 months EIEFEHEE 23,051 1,300
— Deferred income tax liabilities to be —#ER2M8 A e /Y
recovered within 12 months RIEFTISTRAE 1,718 1,360
24,769 2,660
19,424 (3,972
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30

DEFERRED INCOME TAX (Continued) 30 ELEMREHR (&)
The movement in deferred income tax assets and liabilities during FNRLESHEAERBENES (I
the year, without taking into consideration the offsetting of balances ot R A —BE DA R AR ELE)
within the same tax jurisdiction, is as follows: R
Deferred income tax assets BB HERE
Decelerated
tax
depreciation Tax losses Provisions Total
WEBIETE BEFE B @t
HKS$'000 HK$'000 HK$'000 HK$'000
THIT THT THT THT
At 1 January 2016 RZZE—R"$—HA—H 3,774 2325 356 6,455
Credited/(charged) to the consolidated A/ (HkE)
statement of comprehensive income RAEEZENER 1352 (877) 52 527
At 31 December 2016 and RZB—~E+ZA=+—H
1 January 2017 “T—+t#—H—H 5,126 1448 408 6,982
Credited/(charged) to the consolidated A/ (kE)
statement of comprehensive income REEEREER (2,552) 2113 (376) (815)
At 31 December 2017 RZE—t&F+-A=t—H 2574 3,561 3 6,167

Deferred income tax assets are recognised for tax losses carried
forward to the extent that the realisation of the related tax benefit
through future taxable profits is probable. The Group did not recognise
deferred income tax assets of HK$13,486,000 (2016: HK$5,944,000)
in respect of its losses amounting to HKS$81,733,000 (2016
HK$36,028,000) that can be carried forward against future taxable
income. The tax losses can be carried forward against future taxable
income.

“E-LEER BREEERARAT

IRIEFT S L A 2 Ty R P B RA TR A5 ) o5
] 5 38 AR K B SR A i 1| B2 3R O A2 FE 1
FETAESE 2 HIEEBIERR A&
b 4 i R £ H [B54881,733,000/8 7T (=
T — N4 36028000 7T ) A 7l 2 IR AT
T T8 & EE13486,000/8 7T ( B — /N
5,944,000%% 7T, ) © F1 75 5 48 7] 45 88 AR LA
8 R SR R SR B UL o
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30 DEFERRED INCOME TAX (Continued)

30 EERSBH (&)

Deferred income tax liabilities EEFSHEE
Revaluation
arising
Accelerated from
tax investments
depreciation properties Total
MEREFE EENEM Hat
HK$'000 HK$'000 HK$'000
FHET FET FET
At 1 January 2016 RZE—RE—HA—H 1,492 = 1492
Charged to the consolidated statement BiRA2HRE Rk
of comprehensive income 1518 - 1,518
At 31 December 2016 and 1 January 2017 R -Z—A"F+-A=+—H
k—Z—+%—H—H 3010 - 3,010
Acquisition of subsidiaries (Note 32) s B AR (FFE32) = 21,802 21,802
(Credited)/charged to the consolidated (;tA) /A
statement of comprehensive income TeEzElER 470) 290 (180)
Exchange difference fE X =% = 959 959
At 31 December 2017 RZZE—t$+-HA=+—H 2,540 23,051 25,591
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31

32

PROVISION FOR REINSTATEMENT COSTS 31 EERXEE
2017 2016
—E—tF | ZE—RF
HK$’000 HKS'000
FET FHET
At 1 January R—HA— 3,332 2,982
Unwinding of discount of provision (Note 12) ﬁ@%‘ﬁéﬁ 8538 (F5E12) 119 112
Additional provision RHHNEEAE - 238
At 31 December W+—RA=+—8H 3,451 3332
Less: Non-current portion R IEENERER (3,278) (2,896)
Current portion BNERER 75 173 436

Provision for reinstatement costs is recognised for the present value
of costs to be incurred for the reinstatement of the properties used by
the Group for its Chinese restaurant and wedding business operations
upon expiration of the relevant leases. As at 31 December 2017,
the Group expected that the total undiscounted costs required in
the future would amounted to approximately HK$3,931,000 (2016:
HK$3,931,000).

BUSINESS COMBINATION

On 16 June 2017, the Group entered into a sale and purchase
agreement, pursuant to which the Group conditionally agreed to
purchase and the vendor, a third party, conditionally agreed to sell the
entire issued share capital of New Fortune Holdings Group Limited
("New Fortune”) and its subsidiaries (collectively as “New Fortune
Group"), together with the loans from the then shareholder, at a total
consideration of RMB76,500,000 (equivalent to HKS 87,800,000).

On 30 June 2017, upon the fulfillment of the conditions precedent set
out in the sale and purchase agreement, the Group has completed
the above acquisition. As a result of the acquisition, the Group held a
commercial property located in Xicheng District of Beijing, Mainland
China, with a total gross floor area of approximately 2,389.9 square
meters. The commercial property comprised a whole office floor and
twenty-four basement car parking spaces. The Directors consider the
acquisition will be able to generate a stable and constant stream of
rental income to the Group's new business segment — Property leasing
business.

“E-LEER BREEERARAT

32

BERABRERASEREERAE
FEREEEFRBEREEERE
B AT D FITEE A B AN IR (B M RERR
R=F—+tF+=A=1+—8 ' F5H
T8 B AR SR FT 75 A9 A B BR B S 48 B8 6 49
743,931,000/ 7T ( =F—7<%F : 3,931,000
15713)

Egy SRt
RZZE—tF-A+-8 AEEER
VBB B AREFEGRE
E%E’-iﬁﬁ%iﬁ( EBNLE=H) B

ELHEMEEREEGRAR ([
ﬁJ)&EBﬁE Al (#78 w«m%@n
Z%uﬁe)%ﬁﬁx$ BREEREZ
B3 B RERAR76,5000007T (18
2 1487,800,000/5 7T )

R-FB—tFRNA=1TH FEEWH
EPTEUTRIRIFERE  ARBED T
B U - AU - AR B AL
PR Bl A b AE 5 T P K R A — IR 5
BT RIBTE ETE#)23899F 7K e %
BRYEER-—BERARR - TH
E e - EER A WEK AR
SEMHEB O M- MEREEET
RASE M FHE A & WARIR -
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BUSINESS COMBINATION (Continued)

The following table summarises the consideration paid for the
acquisition, the fair value of assets acquired and liabilities assumed at

the acquisition date.

32 ¥EKe6t#)

TRBASMEE2RE  REE R
B EENAEREZ A FE.

2017
—E—t&
HK$’000
FET

Recognised amounts of identifiable assets acquired FTUB AR EERFIAEEEZ

and liabilities assumed eRRAeE

Property, plant and equipment M BB KRB 110
Investment properties "EMSE 103,698
Cash and cash equivalents RekReEFEYD 4,728
Deposits received BlEE (4,462)
Accruals, provision and other payables FEETEBR - B E R EMENIE (1,255)
Amounts due to related companies FEH el /NI B (14,117)
Loan from the then shareholder ERREER (12,851)
Current income tax liabilities BVHART ST B (& (20)
Deferred tax liabilities EEHIEAE (21,802)
Total identifiable net assets AAREEFEAR 54,029
Purchase consideration BERE 87,800
Less: Loan from the then shareholder B ERRERE R (12,851)
Goodwill (Note 18) R (MEE18) 20,920
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32

BUSINESS COMBINATION (Continued)

An analysis of the cash flows in respect of the above acquisition is as

EY 320N )
o B B RE AT

follows:
2017
—E—+t5F
HK$’000
FET
Cash outflow on the acquisition WIBELEMNESR Y
—Total purchase consideration settled in cash ~-UBRSENNEESRE 87,800
— Cash and cash equivalents in the subsidiary acquired -RETBERBARNRE R
REZEEY (4,728)
83,072

Acquisition-related costs of HK$407,000 have been charged to other
expenses in the consolidated statement of comprehensive income for
the year ended 31 December 2017.

None of the goodwill recognised is expected to be deductible for
income tax purposes.

The revenue and net profit contributed by the newly acquired
subsidiaries and recognised in the consolidated statement of
comprehensive income since 30 June 2017 are HK$2,513,000 and
HK$ 1,043,000 respectively.

Had New Fortune Group been consolidated from 1 January 2017, the
Group's consolidated statement of comprehensive income would
show pro-forma revenue of HK$370,817,000 and loss for the year of
HKS$57,596,000.

“E-LEER BREEERARAT

BHE-_ZT—tF+-_A=+—HLHF
7 - W BB AR R A8407,000/8 T 2 5T A4R
AEmERERBENEMAS -

BHEEREBAEHM = A
o

TWENBARMERRAE =S —+
FERNAZTHBERGRE A KSR E
Rz Wes K 46 7 5 Bll A2,513,00078 70 &
1,043,000/ 7T °

BERHERR _Z—+F—F—H
BESHAR AIRXEEGEZEK
mERMFEAEES W= REEKD R A
370,817,000/ 7T 5 57,596,000/ JT ©
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RERERERWE
@ KEMARS

33 NOTESTO THE CONSOLIDATED CASH FLOW STATEMENT 33

(a) Cash used in operations

2017 2016
—E—tF | KT
HK$'000 HK$'000
FExT FET
Loss before income tax BREF15 %0 Al & 18 (55,307) (51,859)
Adjustments for: FHEE
— Depreciation of property, plant and — W BEREETE
equipment (Note 16) (FfrzE16) 23,900 16,414
— Finance costs (Note 12) — ISR A (Bi5E12) 2,178 1,325
— Finance income (Note 12) — BB A (BtaE12) (615) (349)
— Amortisation of consultancy service — B RS E A
fee (Note 14(b)) (MtEE14(b) ) 3,790 3,790
— Share-based payment expenses —LARRD B AR R R SZ
(Note 34) (PH7E34) 4,478 -
— Forfeiture of deposits received —RKe kIS (M:E7)
(Note 7) (862) (926)
— Gain on disposal of property, —HEWE WEKEE
plant and equipment (Note 7) 2 Wes (BaE7) (295) =
— Gain on disposal of a subsidiary —HE—EWB ARz W
(Note 7) (FI%E7) - (718)
— Fair value gain of —KREWMEZ NP ERE
investment properties (1,094) (400)
— Impairment loss on goodwill —AEBRAEEE - 18,576
— Impairment of property, plant and —WE  BERERERE
equipment (Note 16) (FFzE16) 9,369 =
— Gain on disposal of financial assets at ~ — HEIZ A FEFF ABZERN
fair value through profit or loss T RE E 2 W (2,206) =
— Fair value gain of financial assets at —RATFEIAEER
fair value through profit or loss PREECATFEYR (108) =
Operating loss before changes LEECEHRALE
in working capital E518 (16,772) (14,147)
Changes in working capital: EHERESEY:
— Trade receivables — & 5l I8 38 (75)
— Deposits, prepayments and —i&e ERNFIER
other receivables H & W Sk IE 4,217 (130)
— Trade payables — B SR FIE 3,905 1,380
— Accruals, provisions and other —FEFtEBH BEX
payables A JE AN 5K I8 (3,505) 4,612
— Deposits received —BES 12,999 4242
— Amount due to related company —FE — R E A B 3IA (10,544) (320)
Cash used in operations KEFTARS (9,662) (4,438)
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33 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT 33 ASREREREBRMWE (&)
(Continued)
(b) During the year, the principal non-cash transactions b) *F W FENHRERSF
were: Iy
()  Amortisation of consultancy service fee charged to the 0 FR BaKFerElas
consolidated statement of comprehensive income during R eYEE R AR 75 & A
the year amounted to approximately HK$3,790,000 (2016: 5 %9 43,790,000/ 7T (=

(c)

HK$3,790,000) (See Note 14(b)).

(i) Share-based payment expenses of HK$3,043,000 and
HK$1,435,000 granted to consultants and directors
and certain employees, respectively are charged to the
consolidated statement of comprehensive income during

the year.

In the consolidated cash flow statement, proceeds from (0
disposal of property, plant and equipment comprise:

T — ;X\ 4F 1 3,790,000 7T )
(RHFE14(00)) °

iy BWTBERERESERETE
B LA AER AN
5 Bl 3,043,000/ 7T &
1,435,0008 70 ' 2 & FS R
FRDRIELZRE EEKRE
IRk

E/\\\'%:_: IE%UILE%:ZEP i 'd:':
EME- BERRKEZR
BREaS:

2017 2016

—E—tF | ZE—RF

HK$’000 HK$'000

FET FHET

Net book amount (Note 16) BREFE (KMizhe) - =
Gain on disposal of property, HEWE - BER&E

plant and equipment (Note 7) 2 Wz (faE7) 295 =
Proceeds from disposal of property, HEWE - BE R&E

plant and equipment Z 1S 50R 295 =

“FLEEH BREMBRARAD
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33 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT 33 SRERERBRHE (@)
(Continued)
=TT (== L
(d) Reconciliation of liabilities arising from financing (d) mﬂﬁﬁiﬂ%iﬂ@ﬁ{;iﬁﬁ
activities W
This section sets out an analysis of net debt and the movements REFEFE PR HAE ) E RS F R
in net debt for each of the periods presented. REEFREEE 2 DT -
2017 2016
—E—+F ZE-RF
HK$'000 HK$'000
FHExT FHET
Cash and cash equivalents (Note 24) RWENRESEEBY (M:E24) 196,335 298,604
Loans from a shareholder (Note 37) R E K (FEEE37) (150,690) (280,387)
Borrowings (Note 29) &R (HMI5E29) (45,000) (46,519)
Net cash/(debt) Re / (EK)FHE 645 (28,302)
Finance Finance Bank Bank
lease lease  borrowings  borrowings
liabilities liabilities due for due for
Cashandcash  due no later duelater ~ repayment  repayment Other  Loansfroma
equivalents  thanlyear  thanlyear within1year  after1year  borrowings  shareholder
—£R £
B il R-ER R-%#
BER HERE RERE HEEN  AHEEN
ReSEN L af RITER RITER AfbfeR RREX
HK000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TET TAT TAT TAT TAT THT TAT
Asat 1 January 2016 R=B-xE-A-A 29820 3 3% 10600 13650 - -
Cash (outflows)/infows,net R (i) /A F8 268834 (331) - (3126 25000 - 280387
Foreign exchange adjustments SMEZ% (50) = - - - - -
Other non-cash movements £t IR £ £ = 188 (189) 15176 (15176) = =
Asat 31 December 2016 and R=F -~
1January 2017 TZA=1+-AK
—E-t¥-A-H 298,604 188 207 22650 23474 N 280,387
Cash (outfows)inflows, net B (i) /A 58 (101,966) (188) (207 (22650) (3474 45000 (129697)
Foreign exchange adjustments SMEZ% 303 - - - - - -
Asat31December2017  R-ZF-t%&
+ZA=1-H 196,335 = = = = 45,000 150,690

U BANQUET GROUP HOLDING LIMITED Annual Report 2017

201



202

Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

34

SHARE OPTION SCHEME

The share option scheme of the Company (“Scheme”) was adopted
pursuant to a resolution passed by the Company's shareholders
on 19 November 2013 for the primary purpose of providing
eligible participants an opportunity to have a personal stake in the
Company and to motivate, attract and retain the eligible participants
whose contributions are important to the long-term growth and
profitability of the Group. Eligible participants of the Scheme include
any employees, any executives, non-executive directors (including
independent non-executive directors), advisors, consultants of the
Company or any of its subsidiaries.

The maximum number of shares which may be issued under the
Scheme and any other schemes of the Company (excluding options
lapsed pursuant to the Scheme and any other schemes of the
Company) must not exceed 10% of the issued shares of the Company.
The total number of shares issued and to be issued to each eligible
participant under the Scheme in any 12-month period must not
exceed 1% of the issued shares of the Company unless approved in
advance by the shareholders of the Company in general meeting.

Any option to be granted under the Scheme to a director, chief
executive officer or substantial shareholder of the Company or to any
of their respective associates must be approved by all independent
non-executive directors of the Company (excluding independent non-
executive director who is the grantee). In addition, any option to be
granted to a substantial shareholder or an independent non-executive
director of the Company or to any of their respective associates which
will result in the shares issued and to be issued in excess of 0.1% of the
issued shares or with an aggregate value (based on the closing price
of the shares at the date of the grant) in excess of HK$5,000,000 within
any 12-month period is subject to approval by the shareholders of the
Company in general meeting.

The offer of a grant of options under the Scheme may be accepted
within 28 days from the date of the offer and by payment of HK$1.00 as
consideration for the grant of an option. An option may be exercised in
accordance with the terms of the Scheme at any time during a period
as to be determined and notified by the directors to each grantee, but
shall end in any event not later than 10 years from the date of the grant
of option.

“E-LEER BREEERARAT

34

B B A B

ANATREERT B ([F18]]) iR
ARAIRER—_E—=F+—A+Ah
HEBHRZRMERN  TE5ER
AERSHEERBHEAINAQR]H
A A ARHE - DA K8 - sl MR T
HERHAEERPEREABFLA
EEZARERSHEE FTENEERE
ERE B IEA R A S EERIKT B QR A
EMEE  EITEIEBITEE (B
BB ENITES) BRI REBA

RIEFH B RA R B E 58I A] 2%
TR BB ER (1T FF KRR
AR B ET R B2 RRH IR
) AN X B 2 BT RN H910% © FE1E
128 A B REBFEAE S ERE
B BETRETRITRNDEETSE
BARBEBEITRODM% FRIFEE
EARBBRRRIRAS E#LE-

FARE R T ARR —RES
FETRAERETERERIMFEE
EAZHBEANTENERERLCAA
RIZBEBEVIERNTES (AFEEAN
B IEMITE BBRIN) B o SN -
AR TARG —BEZRRK—%
BN TESHNIMRSSE 25
2 AR - WA 2@ A e
BREBBETIEFEITRMBADE
1TRRID0 1% HABEE (ERE T B A
2 W& 1 Ue i {2 ) 8 385,000,000 7T ¢ Bl
BREANR AR R RS EH -

BEFTEIRHEREZZHAREL
B HFT28H MEM - BB 11,008
TERERBRENNRE EESRE
KBRS AR AR EREA - AT BRI
BT 2] A 53R 1T 100 B AR 4 - M MR s 1A
S8 3% L RS AR i B BB AT 104 -
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SHARE OPTION SCHEME (Continued) 34 BRESTE (@)

The Scheme will be valid and effective for a period of ten years FT &I B AR R _ £ A B 14 BfE
commencing on the listing date of the Company. The exercise price RNEBRRER-1THEEHESETE A
is determined by the Directors and shall be at least the highest of: TRERATEEZ&SE (AR
(i) the closing price of the Company’s shares as stated in the Stock BREZEN B (AR 5B )BT
Exchange’s daily quotations sheet on the date of the offer of grant FHABERMIIA ARG 2 UHE
of an option, which must be a trading day; (i) the average closing HWEERLEREZL 2 BRI AER
price of the Company's shares as stated in the Stock Exchange’s daily 5 BEZFTE B REMYIARQFRG
quotations for the five trading days immediately preceding the date Z T E R i AR RIS EE

of the offer of grant of an option; and (i) the nominal value of the
Company'’s shares.

Details of the movement of the share options under the Scheme are as STEIET c BREZEFHFIFMNT
follow:
2017 2016
“E-tF NS
Weighted Weighted
average average
exercise exercise
pricein price in
HKS per HKS per
share Number share Number
R T
HEE T8
BRER £ | BRET A
At 1 January R—A = = = =
Granted during the year EARE 199 11,600,000 - =
At 31 December RtZA=t—H 199 11,600,000 - -
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34 SHARE OPTION SCHEMEContinued)

As at 31 December 2017, no outstanding options granted under the
Scheme were exercisable (2016: Nil). Terms of share options at the end
of the reporting period were as follows:

3 BRESTE (2
RE=Z—+tF+=—A=1+—8 " #&E:t
ZIIET M ARITEERER F176 (=
T—RF ) - NIREHRNBARE
BV ELAT
Exercise

price
per share Number of share options
BRITEE BREHE
HKS 2017 2016

B | cB-tF | ZF-A%

17 May 2018 to 17 May 2027

17 May 2019 to 17 May 2027

17 May 2020 to 17 May 2027

—“\FRATLHEE
kS 5 =
E-NFRATLHEE
_7_t¢£ﬂ+t5
ZEAATLRE
_7_t¢£H+tH

1.99 3,480,000 =

1.99 4,640,000 -

1.99 3,480,000 -

1.99 11,600,000 =

During the year ended 31 December 2017, the Company offered to
grant two consultants, several directors and employees of 8,000,000,
2,400,000 and 1,200,000 share options respectively of HK$0.01 each in
the capital of the Company on 17 May 2017. (2017 Grant"). No share
options were granted during the year ended 31 December 2016.

“E-LEER BREEERARAT

RBE=ZTE—tF+=-A=+—H1E
FE-AQRAMEER STES
NEE SRR EARR G RARERE
{B0.017% 7T 2.8,000,00017 * 2,400,00017
1,200,000/ FEAX#E - HE R 2 —+
FHATEBAARRRBRAEFRONE
T([ZE—EFEH]) - REEZE
—ANE+ZA=t+—BLEFEHER
H B AR
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34 SHARE OPTION SCHEMEContinuec) 34

35

The valuation was based on a Binomial Model with the following data
and assumptions:

BRESE (2
fi AR 8 — TR A LA T 51 B R R

inal e
AXAT = °

2017 Grant

—E—tF

&

Fair value of share options ElE 2 A THE HK$12,094,0005% T
Closing share price at grant date AE W A B2 T AR (E 1.98
Exercise price T (E 1.99
Annual risk free interest rate FEmE A R 1.39%
Expected option life T8 HA S AR A o HR 10 yearst &
Expected dividend yield TEHARR B % 0%
Expected volatility TEEZEN = 52.5%

During the year ended 31 December 2017, HK$3,043,000 share-based
payment expenses granted to consultants and HK$1,435,000 share-
based payment expenses granted to certain directors and employees
were included in “other expenses” and “employee benefits expenses”
of the consolidated statement of comprehensive income, respectively
(2016: Nil).

CONTINGENCIES 35

The Group did not have any significant contingent liabilities as at 31
December 2017 (2016: same).

REE-_Z—tF+=-_A=+—A1
FE - % TR AR AR N 3K
30430008 T RTTETESERE
B R LA A EREA 3R 21,435,000
BT BT ARE 2 ERERIEB T
(HiAZ I R [EERFFASZ] (==
—NE ) o

ﬁ%%ﬁ
R-T—tF+-A=+—B *£H
IHEHEK&%EE(Zg NG
R -
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36 COMMITMENTS 36 A
(a) Operating lease commitments @) REHEHRE
The Group leases various restaurant properties and equipment REERBETAIREECEHER
under non-cancellable operating lease agreements. The lease EHEZHBEYEREE Z
agreements are between two and four years, and majority of SHEMRRP_EMF - KE
lease arrangements are renewable at the end of the lease period AEELHEA B A RIBIRTE
with either pre-set increment rate or market rate to be agreed TEIRIE L sy B3 T 177 FE BV T 9%
with landlords. LR T AEL -
The operating leases of certain restaurant properties also subject AETEBYENKERETRER
to turnover rent, which will be based on a certain percentage of REFEXNEE ARESR
revenue of the operation being undertaken therein pursuant to BRE BTG R 1128
the terms and conditions as stipulated in the respective rental REEB MR —EB LA
agreements. As the future revenue of these restaurants could HomRZFBERRAW S E
not be accurately determined as at the balance sheet date, the FEREEE HEREE R E
relevant contingent rent have not been included. FIBRABRASK A S o
The future aggregate minimum lease payments under non- BIR T AIREEE EHE RN Y
cancellable operating leases in respect of properties and FE MEREARREIEREN AR
equipment are as follows: R
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FHExT FHET
No later than 1 year TBRR—F 74,209 74,512
Later than 1 year and BR—FETNERASF
no later than 5 years 54,672 98,251
128,881 172,763

“E-LEER BREEERARAT



Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

36 COMMITMENTS (Continued) 36 TRIE (&)
(a) Operating lease commitments (Continued) @) REHERIE &

(b)

The future aggregate lease payments under optional operating
leases in respect of properties are as follows:

RIFAEFLEHERMNNME
ARREENFRBEMT

2017 2016
—E—tF | ZE—RF
HK$°000 HK$'000
FERT FAET
No later than 1 year TIBR—F - -
Later than 1 year and BR—FETERRT

no later than 5 years 117,766 65,780
Later than 5 years BRAF 5,554 2,879
123,320 68,659

Operating lease receivables b) ERKEHERE

The Group leases out certain commercial, industrial and
residential buildings under non-cancellable operating lease
agreements. The lease terms are between one to two years, and
the majority of lease agreements are renewable at the end of
the lease period at market rate.

The future minimum lease receivables under non-cancellable
operating leases in respect of the industrial and residential
buildings classified as investment properties are as follows:

AREBRBTAIREHE L THE W
ZHEETEE IREEEKR
B HENF—2=F AHH
BB ERE TN RERERR
mSLETUEE-

TABHEEEHER T ERI R
RIEYMENTIRREEANE)
H YR SRR E TR T

2017 2016

—E—+HF | ZT—KF

HK$’000 HKS$'000

FTHET FHETT

No later than 1 year TEBR—F 9 608
Later than 1 year and EBR—FETERAT

no later than 5 years - 523

9 1,131
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36 COMMITMENTS (Continued)

(c) Capital commitments

36

RIE (E)
(0 BEXREE

2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FET FHET
Contracted but not provided for— BRI RS

purchase of property, —BEYHE WEREE

plant and equipment - 1,098
37 RELATED PARTY TRANSACTIONS 37 BEBAERS

Parties are considered to be related to the Group if the party has the
ability, directly or indirectly, to exercise control or significant influence
over the Group in making financial and operating decisions, or vice
versa. Related parties may be individuals (being members of key
management personnel, significant shareholders and/or their close

family members) or other entities and include entities which are under
the significant influence of related parties of the Group where those
parties are individuals. Parties are also considered to be related if they

are subject to common control.

“FLEEH BREMBRARAD

AR B AR S AEEER
P75 AR IR RITREIE BRI E
APE TR REREEER R
ZR BT A AEA (A EREE
AB TBERESEEARF B
B)SREMER BB AEEEY
(RENEXFZENER -HEBT
XHEHES] - AR SRR E



37 RELATED PARTY TRANSACTIONS (Continued)

()

Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

Related parties

37 BEAERS (&)
@ EFEEA

The directors of the Company are of the view that the following
companies were considered related parties that had transactions
or balances with the Group during the year:

RAREFRBIATRABARE
REREREE B R 5 AR

2 B

Name

wE/EB

Relationship with the Group
BEAREE MR

Mr. Sang Kanggiao
REBRE
Mr. Xu Wenze
APXOESRAE

Ka Ho Educational Paper Company Limited
("Ka Ho Educational Paper”)

BERXBEEZARRA ([ERXHHEE])

Tai Cheong Hong
RETT

Guorun Construction Group Co. Ltd.

BEEREEBRAR

Controlling shareholder and chairman of the Board of Director

ERRRFEESEE

Controlling shareholder and executive director

ERBRRFNTES

A company owned by a connected person Mr. Cheung Ka Ho
(Note (i)

HRRXFEENBEATEEN LR (HE0)

A company controlled by Mr. Cheung Ka Kei (Note (ii))

RORRE AR R R (M)

A company controlled by Mr. Xu Wenze

HEF OB A E SRR

Note: B et :

(i) Mr. Cheung Ka Ho has resigned as chairman and CEO of the () RREAFER T —RF+
Company on 27 October 2016. Mr. Cheung Ka Ho also ceased to BZ++HEERARIER®
be the controlling shareholder who exercise control/significant THREH - RXRAENRTH
influence over the Company and therefore he is not regarded as a RERREITEEGEEXR
related party since 27 October 2016. FENWERRR  RELE

BZE—A"Ft+tA=-t+tBE
THEEARREE T
(i) Mr. Cheung Ka Kei has resigned as executive director of the (i REEELECNR_FT—RET+

Company on 27 October 2016. Mr. Cheung Kai Kei also ceased to
be the controlling shareholder who exercise control/significant
influence over the Company and therefore he is not regarded as a
related party since 27 October 2016.

AT EtHBERRRMNITE
FoRFXBMELENTBREAR
REITRESE EXZEN
BERER RRAKEE =T
—RNFETAZ+ERETBR
BT
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37 RELATED PARTY TRANSACTIONS (Continued) 39 BHMAERS (#)
(b) Transactions with related parties b) EEBABEALMRS

Except for the transactions disclosed elsewhere in this report,
the Group had the following significant transactions with its

FA RAREHEAME D R E
ZR SN AN B B E BB TT AT

related parties during the year: BUATERRZS:
2017 2016
—E—+tE | ZE—REFE
HK$’000 HKS'000
FHEx FHTT
Cleaning expenses paid or payable to Bk — B A mlEY
a related company — BRAX—KETT
Tai Cheong Hong (Note (i) (BaEa)) - 1,151
Printing and stationery expenses paid or & 15 =k & 15 — & B Bt 2 &) #Y
payable to a related company ENfI e XX B &
— Ka Ho Educational Paper (Note (i) — RSO E (FEEG) ) - 256
Interest expense to a shareholder XA TRERNFEAX
(Note (c)(iii)) (B &£ (i) ) 233 209
Interest expense to a director of certain X F & THIE A A K
subsidiaries (Note (c)(iv)) —HREENFERAZ
(FFEEQv) ) 1,309 S
Note: Bt o -
(i) Purchases of goods or services from related companies were () M EAEE A BB E MRS TR

carried out at a rate mutually-agreed between the parties
involved in the transactions.

“FLEEH BREMBRARAF
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37 RELATED PARTY TRANSACTIONS (Continued)

(c)

Balances with related parties

The Group had the following balances with related parties:

(i)  Amount due to a related company

37 BEBARS (£
(0 EHRFEE TS WY& ER
AREE MBS A T A

(i) FE—EBEH LA

E
2017 2016
=E—tF | ZE—RF
HK$'000 HKS'000
FET FHET
Non-trade payables to a related ~ FE{S —EIEEEE A RI3EE 5 383A
company:
Guorun Construction Group B EEZSEEBRAA
Co. Ltd 3,621 -

As at 31 December 2017, payables to a related party
is unsecured, interest-free and repayable on demand.
The carrying amount of amount due to a related party
approximated its fair value and is denominated in HKS.

RZZE—ttF+=A
=+—H " EN—H
TRBEAEER 2ER
BEENRE(EE BN —
] B 75 SR IR Y BR (A £
HRAFERE  WAST
FRER

(i)  Amount due to a director (i) Ef—EEZEFHE
2017 2016
ZB—+F | ZT—RHF
HK$'000 HKS'000
TR FHET
Amount due to a director B —RBEE A
— Mr. Xu Wenze — RS AE 1,100 1,100

As at 31 December 2017 and 2016, amount due to a
director is unsecured, interest-free and repayable on
demand. The carrying amount of amount due to a
director approximate its fair value and is denominated in
HKS.

RZE—EFR TR
F+-A=+—8 EH
—ZREEFIAAERA
RENMBEEEREEE:
BN —REZFBNER
HEEENFEHEE W
BITEHE
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37 RELATED PARTY TRANSACTIONS (Continued)

(c) Balances with related parties (Continued)

(iii) Loans from a shareholder

37

Notes to the Consolidated Financial Statements %: & M # # 7 Jif 7t

MBI RS (&)

(d)

ERRRRE T &S BR ()

(i) BREEF

2017 2016

—E—+F —E—RE

HK$'000 HKS'000

FExT T T

Loans from a shareholder R R E 150,690 280,387

On 1 November 2016, the Company and Mr. Sang
Kanggiao, entered into a loan facility agreement under
which Mr. Sang Kanggiao has agreed to make available
to the Company from time to time an unsecured loan
facility amounted to HK$300,000,000 with an interest rate
of 4.5% per annum for a term of 2 years from 1 November
2016. As at 31 December 2017, a total of HK$150,690,000
(2016: HK$280,387,000) were drawn down. The carrying
amounts of loans from a shareholder approximate their
fair values, are denominated in HKS and repayable on
demand.

Subsequent to the balance sheet date, the Group has
repaid HK$142,920,000 of this loan. Mr. Sang Kanggiao
had confirmed his intention not to demand for
repayment of the remaining outstanding balance for
coming twelve months from the date of this report.
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Notes to the Consolidated Financial Statements %: & M # # 7 It 7t

37 RELATED PARTY TRANSACTIONS (Continued) 37 BEARS (&)
(C) /\Baﬁﬁzﬁm:lﬂﬁ%({ég)
(i) &TFHE L aH—

(c) Balances with related parties (Continued)

(iv) Loan from a director of certain subsidiaries

EEFENEF
2017 2016
—E—tF —E—RF
HK$'000 HKS$'000
TET FHT
Loans from a director of certain HETHBRARIN—%
subsidiaries BEEMNER 45,000 -
As disclosed in Note 29 to the consolidated financial WG E R EN T

statements, on 9 May 2017, the Group entered into a loan
facility agreement with a director of certain subsidiaries
in which the director has agreed to make available to the
Group, a subsidiary of the Company, from time to time an
unsecured loan facility amounted to HK$60,000,000 with
an interest rate of 4.5% per annum for a term of 2.5 years.

Subsequent to the balance sheet date, the Group has
repaid HK$20,000,000 of this loan. This director had
confirmed his intention not to demand for repayment of

T B RN —+
FHANE A&E@HE
ETHBARMN—RE
EIIVERBE W
Bt ZEEERET
RAAER (AR A
—MIfEAR]) REEEE
/560,000,000 JT + & 7|
2 A4.5%0) 15 38 B 3R
BE - BHEf2SF -

REERRB AEEE
838 7% § 5% 220,000,000
BIL-ZEFE R

the remaining outstanding balance for coming twelve REBENARE B BE
months from the date of this report. + = AREREEFH
M R(E R AR
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

37 RELATED PARTY TRANSACTIONS (Continued) 37
(d) Key management compensation

Key management personnel are those persons having authority
and responsibility for planning, directing and controlling the
activities of the Group. During the year, key management
includes three (2016: three) executive directors and one senior
management (2016: one operations manager and two head
chefs). The remuneration paid or payable to key management
for employee services is shown below:

MBI RS (&)

(d)

TEEE ASHM
IREBEABEARREER
HE B REHAEEEEH
AT -RER ZTEEEAER
B=%(ZF—XRF: =5)%
TEER—E2ERERE (=%
—NEF - REBKERMAE
) ENHENEIEERAR
BERBOZFMIIRIT :

2017 2016

—E—tF | ZE—XRF

HK$'000 HK$'000

FHExT FHET

Basic salaries, allowances and benefits ~ EZAR % & « E 8L & 4& 7 2,552 6,469

Discretionary bonuses BIEIEAL - 95
Employer’s contribution to EERASFEHEK

pension scheme 71 99

Share-based payment expenses LARR (7 AEFE A RFA X 642 -

3,265 6,663

The remuneration of key management fell within the following

TREEABNFHMEELDT :

bands:
Number of individuals
AE
2017 2016
—E—+tF —E—RF
Remuneration bands: M EE E
Nil = HK$1,000,000 Z %1,000,000% 7T 4 4
HKS$1,000,001 — HK$2,000,000 1,000,001/ 75 &2
2,000,000/ 7T - 2
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

38 EVENTS AFTER BALANCE SHEET DATE

(i)

(ii)

As disclosed in Note 2.1 to the consolidated financial statements,
on 20 April 2017, the Company entered into a MOU with Ge
Feng and Dr. Feng in respect of the proposed capital injection
into Ge Feng. Ge Feng Group has patented technologies in
nanoceramics with targeted bonding features and principally
engaged in sales of new materials and equipment used for
environmental control and undertaken various environmental
projects, including water treatment, soil remediation and
atmospheric control in Mainland China. Subsequent to the
balance sheet date, on 20 January 2018, the Company, Ge Feng
and Dr. Feng entered into a second supplemental agreement
to the MOU pursuant to which the parties agreed to, among
others, further extend the exclusivity period for further six-
month in order to allow additional time for the negotiation
process. Upon the execution of the second supplemental
agreement to the MOU, the exclusivity period shall expired on
fifteen-month period from the date of the MOU.

On 15 January 2018 and 1 February 2018, the Group has
completed the transactions for sales of industrial properties and
residential properties classified under non-current assets held
for sale as at 31 December 2017 and received a net proceeds of
HK$32,182,000.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

38 EVENTS AFTER BALANCE SHEET DATE (Continued)

(i) Asdisclosed in Note 2.1 to the consolidated financial statements
on 9 February 2018, a wholly owned subsidiary of the Company
and Mr. Wan entered into a sales and purchase agreement
in which the Group has conditionally agreed to purchase,
and Mr. Wan has conditionally agreed to sell 51% of the
entire issued share capital of BYL, at aggregate consideration
of RMB132,600,000 (subject to adjustments) (equivalent to
approximately HK$159,120,000). BYL Target Group is principally
engaged in the environmental maintenance business in
Mainland China. The completion of the agreement is subject to
certain conditions, including but not limited to, the satisfactory
completion of due diligence by the Company which has yet

been fulfilled up to the date of this report.

(iv)  Subsequent to the balance sheet date, shareholder loans
amounting to HK$142,920,000 were repaid to minimise the

interest expenses incurred by the Group.

(v} On 15 March 2018, the Company entered into an agreement for
the placing of up to an aggregate of 180,000,000 new ordinary
shares of the Company to not less than six placees at a price of
HK$1.8 per share, subject to the conditions precedent set out in

the agreement.

“E-LEER BREEERARAT
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Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

EVENTS AFTER BALANCE SHEET DATE (Continuea)

On the same date of share placing, the Company entered into a
subscription agreement with CASIC Investment Fund Management
(Beijing) Limited Company (the “Subscriber”) in which the Subscriber
has conditionally agreed to subscribe for (or procure the subscription
by its nominee(s)) and the Company has conditionally agreed to allot
and issue an aggregate of another 180,000,000 new ordinary shares of
the Company at a price of HK$1.8 per share.

Upon the fulfillment of the conditions precedent and completion of
the share placement and share subscription, the Company expects to
receive a net proceeds of approximately HK$643,300,000, to finance its
future acquisitions and general working capital needs.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # 7 Iff it

39 SUBSIDIARIES 39 MEAA
The following is a list of the principal subsidiaries as at 31 December KTAR=ZZ—tF+=-_A=+T—H
2017: TEMBEAREE:
Country/ Particulars
place of Date of of issued Interest  Principal
Company name incorporation incorporation share capital held activities
NEER =L AR AR A & ERTRAFE Fisgs TEEH
X/
Directly held subsidiaries
EREAMEAF
YuYan Group (HK) Investment  British Virgin slands 1 March 2013 10,000 ordinary shares 100%  Investment holding
Limited of US$1 each
BEEE(FA)BRAR RERLEE —T-=f 100008 & B E & RERK
=R—H IETHERR
YuYan Group Trading Limited ~ British Virgin Islands 1 March 2013 1 ordinary share 100%  Investment holding
of US$1 each
BEEEESARRNA RBRLES —T-=f 1REREE REER
== H 1ETHEBR
YuYan Group Distribution Limited British Virgin Islands 1 March 2013 1 ordinary share 100%  Investment holding
of US$1 each
BEEERBEARAA RBRLES —E—=% IREREE REER
=A—H 1ETHEBR
YuYan Group Wedding Limited ~ British Virgin Islands 1 March 2013 1 ordinary share 100%  Investment holding
of US$1 each
B REERARAR RBRLES =% \REREE REER
== 1ETHEBR
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Notes to the Consolidated Financial Statements %5 & 7% # 7€ Iff it

SUBSIDIARIES (continued)

39 MIBLQTR (&)

Country/ Particulars
place of Date of of issued Interest  Principal
Company name incorporation incorporation share capital held activities
DLW =L AR AR A & ERTRAFE Fis TEXH
X/
Indirectly held subsidiaries
BESEEHBLAR
Kind Access Development British Virgin Islands 23 July 2014 1 ordinary share 100%  Investment holding
Limited of USS1 each
RBRLES —T-mE 1REREE REZK
+A-+=R 1ETHEBR
Wild South Limited British Virgin Islands 4 November 2016 1 ordinary share 100%  Investment holding
of US$1 each
RBRLES i SN2 IREREE REER
+—AWmA 1ETHEBR
New Fortune Holdings British Virgin Islands 17 November 2016 1 ordinary share 100%  Investment holding
Group Limited of US$1 each
WEEREEBRAF RERUHS i SN2 1REREE REER
+—A++tH 1ETHEBR
U Banquet Group Limited Hong Kong 18 June 2010 100 ordinary shares 100%  Investment holding
BEEERRAA 30 —B-TF 100% & 3B AR REER
~ATAH
Choi Fook Holdings Limited Hong Kong 25 June 2009 1,075,003 ordinary 100%  Investment holding
shares
MRERER AR 30 —BENF 1,075,003 & @ ik RERK
~NAZTHA
Choi Fook Holdings Limited Hong Kong 25 June 2009 1,075,003 ordinary 100%  Investment holding
shares
MRERBRAR Eh —ETNE 1,075,003 & 38 AR RERK
~NAZTHEAE
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39

SUBSIDIARIES (continued)

39 MIBAQTR (&)

Country/ Particulars
place of Date of of issued Interest  Principal
Company name incorporation incorporation share capital held activities
NEER =L AR AR A & ERTRAFE Fis TEEHB
X/
Million Talent Investment Hong Kong 4 November 2006 4,000,000 ordinary 100%  Restaurant operations
Limited shares and licence holding
BRREBRAT BB “EBERF 4,000,000 & 1 i BEER L ERER
+—-AmA
Choi Fook Seafood Restaurant  Hong Kong 9 January 2002 800,000 ordinary 100%  Restaurant operations
Limited shares and licence holding
PREEEXERAH 30 “BE_F 800,000 & 38 A BEXBREREE
—RANA
Vast Rainbow Limited Hong Kong 16 August 2007 5,000,000 ordinary 100%  Restaurant operations
shares and licence holding
BYERRA 30 —BRLF 5,000,000 & A% EEEBREREE
NA+7RA
Elite Rainbow Corporation Hong Kong 27 March 2009 100 ordinary shares 100%  Restaurant operations
Limited and licence holding
BYERRA 530 —ZTNE 100/ % 38 A EEEB KRR
=AZ++H
Smiling Profit Limited Hong Kong 11 December 2009 100 ordinary shares 100%  Restaurant operations
and licence holding
BYARRA 30 —ZTNE 100/ % 3 EEXB KRR
+ZR+—H
Choi Fook Royal Banquet Hong Kong 6 July 2009 100 ordinary shares 100%  Restaurant operations
Limited and licence holding
MEREZARNA EB —ETNF 100M & 8 AR EEXBREREE
T A<H
Good Fortress Inc Limited Hong Kong 11 December 2012 100 ordinary shares 100%  Restaurant operations
and licence holding
BBERAA B “E-CF 1008 & 8 AR EEEBREREE
g e
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Notes to the Consolidated Financial Statements %5 & # 7% # 7€ Iff it

SUBSIDIARIES (continued)

39 MIBRQTR (&)

Country/ Particulars
place of Date of of issued Interest  Principal
Company name incorporation incorporation share capital held activities
DLW LA 3L AR A & ERTRAFE FiER TEXR
AR/ th%
Great Business (China & HK) Hong Kong 17 April 2012 10,000 ordinary shares 100%  Sales of furniture and
Trading Limited fixtures
Lx (PR)EHBRAR FE —T=F 10,0008 & 3 AR HERMRETRE
mA++A
Modern Management Hong Kong 26 April 2013 4 ordinary shares 100%  Investment holding
(Restaurant) Limited
AREE (KR)BRAR &R —B-=f AR B RERKR
MAZ+7<H
Smart Award Limited Hong Kong 23 April 2012 10,001 ordinary shares 100%  Sales of frozen food
("Sart Award") and high value
dried food
BEERRA (NEX]) 30 e g3 10001A% & AR HELREMK
MA=+=H BEEZE
General Corporation Limited Hong Kong 16 August 2012 10,001 ordinary shares 100%  Sales of fresh
(‘General Corporation”) vegetables
EERRR AR (DEE]) 30 k3 10,001 & B AR HEMERE
NA+7RA
U Weddings Studio Limited Hong Kong 26 April 2013 1 ordinary share 100%  Provision of wedding
services
BERYARAR EE —T-=F REBAR RAERR RS
MA—+RHA
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39 SUBSIDIARIES (continued)

39 MIBLQTR (&)

Country/ Particulars
place of Date of of issued Interest  Principal
Company name incorporation incorporation share capital held activities
NEER AL L AR A & ERTRAFE FiER TEXR
AR/ th%
Billion Treasure Property Hong Kong 24 October 2007 3,200,000 ordinary 100%  Lease of investment
Development Limited shares properties
ERDEEREBRAT BE “E22LF 3,200,0000% & % RENFHE
+A=+mA
Wah Shuk Holdings Limited Hong Kong 30 October 2015 10, 000 ordinary shares 100%  Securities investment
ERERAERRA 30 “T-8F 10,0008 & 8 AR EHRE
THA=TH
Top Fortune Group Limited Hong Kong 16 September 2014 10, 000 ordinary shares 100%  Investment holding
HEEERDERAT B —E-mF 10,0008% & 37 A% REZR
NAT<E
Shenzhen Top Fortune The People Republic 29 January 2015 RMB1,000,000 100%  Investment holding
Information Development ~ of China (‘PRC")
Limited
A BEEESER PEARANE —F-1F AR ¥1,0000007 RERK
BRAF (IhEl) —A=ThA
Beijing Huashu Property, PRC 22 October 1999 RMB1,000,000 100%  Lease of investment
Development Limited properties
EREREHERE i —hANE AR 10000007 HEREME
BARRA +A=1+=H
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40 BALANCE SHEET OF THE COMPANY 40 FRAAEERER
As at As at
31 December 31 December
+=A=+-A |[+=ZA=+—H
HK$'000 HKS'000
B FHET
ASSETS BE
Non-current assets FRBEE
Investments in subsidiaries (Note (b)) NI BARIRE (MEED) 75,906 67357
Property, plant and equipment EN B 738 =
76,644 67,357
Deposits and prepayments Ee MEBNRE 583 464
Amounts due from subsidiaries NG 32,436 117,387
Cash and cash equivalents RekELZED 157,240 160,875
190,259 278,726
Total assets BEE 266,903 346,083
EQUITY B
Equity attributable to owners of the Company EREEEARGES
Share capital (Note 25) B (MEEEs) 5,580 4,650
Share premium (Note 25) et (8 (MEE2s) 236,120 90,326
Other reserve (Note (a)) HikiE (M EE) 38,076 33,598
Accumulated losses (Note () Z5rEE (e (148,809) (66,983)
Total equity BRER 130,967 61,501
LIABILITIES 8
Current liabilities RBAE
Accruals and provisions JEaTE B R 4,335 2,737
Amount due to subsidiary NGRS 1,368 1368
Loans from a shareholder BEER 130,233 280,387
Total liabilities mefR 135,936 284,492
Total equity and liabilities ERRAEAE 266,903 346,083

The balance sheet of the Company was approved by the Board of
Directors on 27 March 2018 and was signed on its behalf

SangKanggqiao
RES
Director

EF

Xu Wenze
302
Director

EF

ARREBEABRRER T N\F=
A-ttREE=SHAERBIATR

REE
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40 BALANCE SHEET OF THE COMPANY (Continued) 40 FRAAEEREBEXR (&)
Note (a): Reserve movement of the Company Hist@ : AR R Z FEEE
Share-based Other Accumulated
payment reserve losses Total
R4
AEBNAR Hith it R EE w@st
HKS'000 HKS'000 HKS'000 HKS'000
THT THT THT FHT
At 1January 2016 R=ZE-~E-A-A - 33,598 (13,252) 20346
Loss and total comprehensive ~ EEEE K
loss for the year 2EEBLEE - - (53,731) (53,731)
At 31 December 2016 R-B-RF
+=A=1+-H = 33,598 (66,983) (33,385)
At 1 January 2017 R-Z-tF5—-F—-H - 33,598 (66,983) (33,385)
Loss and total comprehensive 18 K
loss for the year 2HEEERR - - (81,826) (81,826)

Transaction with ownersin ~ SEHEHANEEFAH
their capacity as owners: FRETHRS:

Share -based payment WEE A ZHETH
as owners: SABRD RERERR : 4,478 - - 4,478
At 31 December 2017 R-Z—tfF
TSl 4,478 33,598 (148,809) (110,733)
Note (b): Investments in subsidiaries Wb : RHBREIRE
Due to the continue deterioration in sales performance of IR RIBREB D DEHERRHFE
restaurants and wedding business segment, an impairment testing T AR AIEFHRIBRAREE
of investment in subsidiaries was performed by the directors of the HRENRA - RRARRBE—T—+
Company. An impairment charge was recognised in the Company's F+-A=+—BLFERARER
income statement for the year ended 31 December 2017 amounted RE S 166,400,000 70 (ZF—/R4F -
to HK$66,400,000 (2016: HK$43,557,000). 43,557,000/ 7T ) °
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