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Financial Highlights

2017 2016
—E—+F TR
HK$ million HK$ million
BHEAETL BEBT
Revenue WA 422.9 431.0
Profit/(loss) attributable to KAREA AR SRR (E518)
owners of the Company 8.3 (8.1)
Property, plant and equipment  #1% - 5 K& E 214.6 195.5
Equity s 266.8 233.1
Basic earnings/(loss) per share — ERREAREF] (E5i8) HK3.11 centsi&fll  HK(3.04) cents/&ll
REVENUE BY OPERATING SEGMENT REVENUE BY GEOGRAPHICAL INFORMATION
REETEZWA ZihEE R Z WA
2017 2016 2017
K /
2017 2016
( Hong Kong &% 63%| 9.6%
© Mainland China & Bl A 17.1% | 16.4%
@ Japan and other Asian countries
BAREMEMNER 34.0% | 23.8%
@ North America JEZEM 8.9%| 9.2%
2017| 2016 @ South America FE3EM 25%| 1.6%
@ Precision parts and components f&%Z &0 87.9% | 79.4% @ Europe BUM 29.9% | 37.6%
@ Consumer electronic products EFHE R 12.1% | 20.6% @ Other countries EEIR 1.3%| 1.8%
Total #5+ 100% | 100.0% Total 4zt 100% | 100.0%
REVENUE PROFIT/(LOSS) ATTRIBUTABLE TO OWNERS OF
WA THE COMPANY
AATEE AFGER, (E8)
HK$" Milion £ &,87T HK$’ Million £ &% 7T
500 — 4653 0E o
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On behalf of the Board of Directors (the “Board”), | am pleased to
report the annual audited results of the Company together with the
subsidiaries (collectively the “Group”) for the year ended 31 December
2017.

FINANCIAL RESULTS

The Group’s turnover for the year ended 31 December 2017 amounted
to approximately HK$422.9 million, representing a 1.9% decrease
from the previous year. Overall gross profit amounted to approximately
HK$77.5 million this year, representing a 47.3% increase from the
previous year. Profit attributable to owners of the Company was
approximately HK$8.3 million (2016: loss of HK$8.1 million).

Basic earnings for the year ended 31 December 2017 amounted to
HK3.11 cents (2016: loss of HK3.04 cents) per share.

BUSINESS REVIEW

Benefited from the increasing demand of the major and newly
established customers, the turnover of the precision parts and
components segment amounted to approximately HK$371.6 million,
which increased by 8.5%. The operating profit in this segment
increased to approximately HK$19.7 million (2016: HK$16.3 million).

The turnover of the consumer electronic products segment decreased
to approximately HK$51.3 million, representing a 42.0% decrease. The
operating loss of this segment was decreased to approximately HK$7.3
million from HK$21.2 million in 2016 which included the provision
for impairment on segment assets and other costs of approximately
HK$13.1 million.

The gross profit margin of the Group in 2017 had improved by
6.1% to 18.3% arising from the improvement in operating results
of the precision parts and components segment and the absence of
substantial provision for assets impairment and other costs in 2017 in
the consumer electronic products segment. The selling and distribution
costs were decreased by 0.8% to approximately HK$35.1 million,
and administrative and other expenses were increased by 0.5% to
approximately HK$36.6 million. The finance costs had decreased
by 11.6% to approximately HK$1.5 million due to the decrease in
financing activities.
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Chairman’s Statement

BUSINESS REVIEW (continued)

The continuous weaken demand from the market in the consumer
electronic products segment during the past few years resulted in
under-utilisation of production capacity in the factory, and hence,
continuous losses in this segment were recorded from the years ended
31 December 2014 to 2017.

FUTURE PLANS AND PROSPECTS

The capital investment made during the past few years in the precision
parts and components segment had enhanced the production capacity
and efficiency, as well as eased the problem of labour shortage
which was highly valued by our existing and new customers. The
Group will continue focus on developing the precision parts and
components segment business, and seek opportunities to further
invest in production automation and enhance the production capacity
to cope with the increasing sales orders in this segment.

Looking ahead, the recovery of global economy induced the rise in
material price since the fourth quarter of 2017. Together with the
Renminbi appreciation during the past few months and the rise in
wages caused by labour shortage at Mainland China, these create
pressure in our cost of production. To cope with the challenges,
the Group will adjust the selling price, speed up the new product
development with higher profit margin, expand new customer base
and business scope, so as to enhance our profitability. The Group’s
financial position remains healthy, and is strong enough to finance
our daily operation.

APPRECIATION

I would like to take this opportunity to thank our board of directors,
management team and all our staff for their contribution, and also
thank for the support of our shareholders and business partners over
the years.

Lai Pei Wor
Chairman

Hong Kong, 27 March 2018
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Management Discussion and Analysis

OPERATIONS REVIEW

The following highlights the Group’s results for the year ended 31
December 2017.

e Turnover decreased by 1.9% from the previous year to
approximately HK$422.9 million for the year.

e  Gross profit increased by HK$24.9 million from 2016 to
approximately HK$77.5 million in 2017.

e  Profit from operating activities before finance costs was
approximately HK$10.6 million for the year, while, a loss was
approximately HK$6.6 million for the previous year.

e Finance costs decreased by HK$0.2 million from the previous
year to approximately HK$1.5 million.

e Profit after tax for the year was approximately HK$8.3 million.

In the year under review, turnover of the precision parts and components
segment had increased by 8.5% as compared with the previous year.
Turnover of the consumer electronic products segment had decreased
by 42.0% as compared with the previous year.

The Group’s overall gross profit had increased by 47.3% from the
previous year.

The Group's finance costs had decreased to approximately HK$1.5
million for the year due to the decrease in financing activities from
banks and other financial institution.

On 10 February 2018, the factory of a subsidiary in the consumer
electronic products segment located at Mainland China was closed
down subsequent to the end of tenancy agreement, and the
manufacturing process of this segment'’s sales orders had been shifted
to other subcontractors. Under this arrangement, the Group is capable
to focus on the development and sales of new products, and to release
the burden of fixed manufacturing cost in this segment.
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated
cash flow and loan facilities provided by its principal bankers and other
financial institution in Hong Kong.

The total borrowings from banks and other financial institution
included all term loans, finance leases, import and export loans, which
amounted to approximately HK$39.1 million as at 31 December 2017.

The Group’s financial position remains healthy. At the end of the
reporting period, the aggregate balance of cash and cash equivalents
of the Group amounted to approximately HK$42.3 million.

The Group’s borrowings are on a floating rate basis and are mainly
denominated in Hong Kong dollars or United States dollars. These
match with the principal currencies in which the Group conducts its
business.

The gearing ratio on the basis of net debt divided by the total capital
plus net debt as at 31 December 2017 was 27.8% (2016: 31.4%).

CHARGE ON THE GROUP’S ASSETS

At 31 December 2017, the Group’s machines and equipment with
carrying amount of approximately HK$25.5 million (2016: HK$30.9
million) were pledged under finance leases.
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BERE W&k

Management Discussion and Analysis

CAPITAL STRUCTURE

As at 31 December 2017, the Company had 267,004,800 ordinary
shares in issue with total shareholders’ equity of the Group amounted
to approximately HK$266.8 million.

FUND RAISING

Other than obtaining general loan facilities to finance the Group'’s
trading requirements and finance leases to finance the acquisition of
machines and equipment, the Group did not have any fund raising
activities in 2017.

EMPLOYEES

As at 31 December 2017, the Group had a total workforce of
approximately 1,641 of which approximately 47 were based in Hong
Kong, approximately 5 were based in overseas and approximately
1,589 were based in Mainland China.

The Group remunerates its employees largely based on the prevailing
industry practice and labor laws. Since December 1996, the Company
has adopted a share option scheme for the purpose of providing
incentives and rewards to the employees of the Group.

Moreover, under the Mandatory Provident Fund Scheme Ordinance of
Hong Kong, the Group has operated a defined contribution Mandatory
Provident Fund retirement benefits scheme for all its Hong Kong
employees. For overseas and Mainland China employees, the Group is
required to contribute a certain percentage of its payroll costs to the
central pension scheme operated by the respective local governments.
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Corporate Governance Report

CORPORATE GOVERNANCE CODE

In the opinion of the directors, the Company has complied with all
the code provisions of the Corporate Governance Code, as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, throughout the year ended
31 December 2017, except for the following deviation:

Code Provision A.2.1 stipulates that the roles of Chairman and Chief
Executive Officer should be separate and should not be performed by
the same individual. The roles of the Chairman and the Chief Executive
Officer are not separate and are performed by Mr. Lai Pei Wor. Since
the Board will meet regularly to consider major matters affecting the
operations of the Company, the Board considers that this structure
will not impair the balance of power and authority between the
Board and the management of the Company and believes that this
structure will enable the Company to make and implement decisions
promptly and efficiently.

BOARD OF DIRECTORS

The Board of the Company currently comprises the following directors:

Executive Directors

Lai Pei Wor (Chairman)
Chan Yau Wah (Deputy Chairman)

Independent Non-Executive Directors

Kung Fan Cheong

Mak Kwai Wing (appointed on 3 July 2017)
Li Yuen Kwan, Joseph

Leung Man Kay (resigned on 3 July 2017)

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

None of the members of the Board is related to one another. During
the year ended 31 December 2017, the Board at all times met the
requirements of the Listing Rules relating to the appointment of at
least three independent non-executive directors representing more
than one-third of the Board with at least one independent non-
executive director possessing appropriate professional qualifications,
or accounting or related financial management expertise.
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Corporate Governance Report

Responsibilities and delegation of functions

The Board of the Company is collectively responsible for the oversight
of the management of the business and affairs of the Group with the
objective of enhancing shareholders’ value. The overall management
of the Company’s business is vested in the Board. The Board has
delegated the day-to-day management of the Company’s business to
the executive directors. In addition, the Board has established Board
committees and has delegated to these Board committees various
responsibilities as set out in their respective terms of reference.

The Board focuses its attention on matters affecting the Company’s
overall strategic policies, finances and shareholders. These include
financial statements, dividend policy, significant changes in accounting
policy, the annual operating budget, certain material contracts,
strategies for future growth, major financing arrangements and major
investments, risk management strategies, treasury policies and group
structure.

The Board formulates overall strategy of the Group, monitors its
financial performance and maintains effective oversight over the
management. The Board members are fully committed to their roles
and have acted in good faith to maximise the shareholders’ value in
the long run, and has aligned the Group’s goals and directions with
the prevailing economic and market conditions. Daily operations and
administration are delegated to the management.

The Company has put in place appropriate insurance cover in respect
of director’s liability.

BOARD MEETINGS AND ANNUAL GENERAL MEETING
Number of Meetings and Directors’ Attendance

During the year ended 31 December 2017, five regular board meetings
were held at approximately quarterly intervals for reviewing and
approving the financial and operating performance, and considering
and approving the overall strategies and policies of the Company and
one annual general meeting was held. The attendance record of each
director is set out below:

BERRE R

ARREEFEHFAAREEAREEHLE
HEBNEETIE  WARABRRZEBER
B - ARARZEBRBEKHEFSERAT
2 EEeRENTESEEARRZAR
X% mHh BEERCRUZES MHEZ
ERBAERE  DRIENBEEEA -

EFRRIREATEARARREEBRESN
B BB RREROEE - AR BREMEHR

= BERR  §BRIEANENR  BF
RETRE  ETERRH  RRBRERRE

IZRMERHFREARE - BEREERE -
EEBR KRB -

ExetTREEERERERR REEVK
RENHEEBRFAUES - BEFEKE
BEDBT  XERTE  UBNREERS
KEEZEE BBAKEZBERTM
HERKERTSRAES - AEEERE
BTFARHERERE -

ARBEHEZFZEERFRAEZRR -

EXEgeRRRRBFERE
ERBERESHECR

HE_Z—+F+_A=+—HILFERAN"
EXEGCOHBTOREHEE  OFFEET
g et ML EREE 2 iSRG ERE - I
ZEMEARDA 2 BEREMBERE S
T—RBRFBFRE - REFZHFECEN
T

ERERERARAT
—ELEFR




TEER

ﬁﬂ:

Corporate Governance Report

BOARD MEETINGS AND ANNUAL GENERAL MEETING

(continued)

Number of Meetings and Directors’ Attendance (continued)

Attendance of annual
general meeting

ExeERRRREFAE®)

ERBERETHERHE)

Attendance of
Board meetings

in 2017 in 2017
—E-tFHE —E—tFHE
Name of director EsnS FES RPN PN ESEE8RY
Lai Pei Wor FEIEA 11 5/5
Chan Yau Wah PR EE 171 5/5
Kung Fan Cheong LlEE 1/1 5/5
Mak Kwai Wing (appointed on  H&% (R-ZT—+tF 0/0 2/2
3 July 2017) tﬂfE§E>
Li Yuen Kwan, Joseph =8y 1/1 5/5
Leung Man Kay (resigned on BYE (RZZE—CF 1/1 3/3
3 July 2017) tﬂfE%E>
CORPORATE GOVERNANCE FUNCTION EEEAR
The Company has not set up a corporate governance committee. The  ARBW R BRI TEEREZET - EF D
Board is responsible for performing the corporate governance duties B EB/TEIIN N2 HEERBE -

set out hereunder:

(a)

develop and review the Company’s policies and practices on
corporate governance and make recommendations;

review and monitor the training and continuous professional
development of the directors and senior management;

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

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

review the Company’s compliance with the code and disclosure
in the corporate governance report; and

review these terms of reference and their effectiveness and from
time to time recommend any necessary changes.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code Provision A.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed by
the same individual.
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Corporate Governance Report

CHAIRMAN AND CHIEF EXECUTIVE OFFICER (continued)

The roles of the chairman and the chief executive officer are not
separate and are performed by Mr. Lai Pei Wor. Since the Board will
meet regularly to consider major matters affecting the operations of
the Company, the Board considers that this structure will not impair
the balance of power and authority between the Board and the
management of the Company and believes that this structure will
enable the Company to make and implement decisions promptly
and efficiently.

INDEPENDENT NON-EXECUTIVE DIRECTORS

All the independent non-executive directors have contracts with the
Company for a specified period of two years and are appointed
subject to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the Company’s Bye-laws
and the CG Code.

Each independent non-executive director has made an annual
confirmation of independence to the Company and the Company
considers these directors to be independent under Rule 3.13 of the
Listing Rules. None of the directors is related to each other.

Mr. Kung Fan Cheong who has been serving as Independent Non-
executive Director of the Company for more than 9 years, has
confirmed his independence with reference to the factors set out in
Rule 3.13 of the Listing Rules. The Company considers Mr. Kung Fan
Cheong is still independent in accordance with the independence
guidelines set out in the Listing Rules and will continue to bring
valuable business experience, knowledge and professionalism to the
Board for its efficient and effective functioning.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the code of conduct regarding directors’
securities transactions as set out in the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) of
Appendix 10 of the Listing Rules. Based on specific enquiry of the
Company’s directors, all directors have complied with the required
standard set out in the Model Code throughout the year.

The Company has also established written guidelines on no less exacting
terms than the Model Code (the “Employees Written Guidelines”) for
securities transactions by employees who are likely to be in possession
of unpublished price-sensitive information of the Company.

No incident of non-compliance of the Employees Written Guidelines
by the employees was noted by the Company.
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CONTINUOUS PROFESSIONAL DEVELOPMENT

To assist directors’ continuing professional development, the Company
recommends directors to attend relevant seminars to develop and
refresh their knowledge and skills. All directors also participate in
continuous professional development programmes such as external
seminars organised by qualified professionals or reading books and
articles, to develop and refresh their knowledge and skills in relation
to their contribution to the Board. A record of the training received
by the respective directors are kept by the company secretary of the
Company.

The individual training record of each director received for the year
ended 31 December 2017 is summarised below:

HERERRE

RBPEFZRHBEERER - ARAEHET

EHFEHREZERENERLREHRE 2 M
BEIEE - EREFNALEHEIRER
FHEl - IR A ERER AL ATEN 2 SN BB
HEUMEEANXE  RREHEFSZ
BRBERMEFRSCAB LG - BEF
P> 2 Bk AR R A RIMEFE

BE_Z—+HF+_A=+—HIFE &
BRI Z AR el T

Number of training received
that are relevant to

the business or

directors’ duties

EYEREERESTRE

Name of Director EEHE AR B

Lai Pei Wor REIE AN 2

Chan Yau Wah BRAEE 1

Kung Fan Cheong LEE 1
Mak Kwai Wing HER (RZE—tF

(appointed on 3 July 2017) +A=AZF) 1

Li Yuen Kwan, Joseph Zds 1
Leung Man Kay RYE (RZE—F

(resigned on 3 July 2017) +A=ZHET) 3

All the directors also understand the importance of continuous
professional development and are committed to participating any
suitable training to develop and refresh their knowledge and skills.

Mr. Ng Kwong Kui (“Mr. Ng"”) was appointed as the company secretary
of the Company in 2009. Pursuant to Rule 3.29 of the Listing Rules,
Mr. Ng has taken no less than 15 hours of relevant professional training
during the financial year ended 31 December 2017.
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BOARD COMMITTEES

The Board has established four committees, namely, the Executive
Committee, Remuneration Committee, Nomination Committee and
Audit Committee, for overseeing particular aspects of the Company’s
affairs. All Board committees of the Company are established with
defined written terms of reference. The terms of reference of the Board
committees are posted on the Company’s website (except Executive
Committee) and are available to shareholders upon request.

The majority of the current members of each Board committee (except
Executive Committee) are independent non-executive directors, while
all the members of the Executive Committee are executive directors.

The Board committees are provided with sufficient resources to
discharge their duties and, upon reasonable request, are able to
seek independent professional advice in appropriate circumstances
at the Company'’s expense.

EXECUTIVE COMMITTEE

The Executive Committee currently comprises 2 executive directors,
namely, Mr. Lai Pei Wor (chairman) and Mr. Chan Yau Wah. The
Executive Committee shall meet as it may consider appropriate.

The duties of the Executive Committee are as follows:

(@) to monitor the execution of the Company’s strategic plans and
operations of all business units of the Company;

(b) to discuss and make decisions on matters relating to the
management and operations of the Company;

(c) toexercise the functions and responsibilities of the Board between
its regular meetings; and

(d) to review and discuss any other matters as may from time to
time be delegated to it by the Board.
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REMUNERATION COMMITTEE

The Remuneration Committee currently comprises 3 members, all
of them are independent non-executive directors. The members of
the Remuneration Committee are Mr. Kung Fan Cheong (chairman),
Mr. Mak Kwai Wing (appointed on 3 July 2017), Mr. Li Yuen Kwan,
Joseph (appointed on 3 July 2017) and Mr. Leung Man Kay (resigned
on 3 July 2017).

During the year, the Remuneration Committee held two meetings.
The attendance record of each Remuneration Committee member is
set out below:

FMEES

YFINZESRNMAM=2RKEAK  EKEH
RBIUFFRTEE - TR EEKBRILE
BRE(EE) BEREENR_F—LF
TtAZHAZME)  FRHXRER_T—LF
TAZAZRE) RRXERE(R _T—tF
+A=BEHE) -

REER HFWHEZESCRTMAGH - F
MEzEEEXRB2HFELENT

Attendance of Remuneration
Committee meeting in 2017

—E-tEHE
Name of director EEns FHESEERRE
Kung Fan Cheong (Chairman) LEE (FE) 212
Mak Kwai Wing (appointed on 3 July 2017) BEE (N _T—+F+A=ZHZMT) 0/0
Li Yuen Kwan, Joseph (appointed on 3 July 2017) =89 (R=ZT—tFtA=BZ() 0/0
Leung Man Kay (resigned on 3 July 2017) AVE (RZE—LFEA=HET) 212
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REMUNERATION COMMITTEE (continued)

The major roles and functions of the Remuneration Committee are
as follows:

(a)

to make recommendations to the Board on the Company’s
policy and structure for all directors’ and senior management’s
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration policy;

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

to make recommendations to the Board on the remuneration
packages of individual executive directors and senior management,
which should include benefits in kind, pension rights and
compensation payments, including any compensation payable
for loss or termination of their office or appointment;

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

to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Group;

to review and approve compensation payable to executive
directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

to review and approve compensation arrangements relating to
dismissal or removal of directors for misconduct to ensure that
they are consistent with contractual terms and are otherwise
reasonable and appropriate;

to ensure that no director or any of his associates is involved in
deciding his own remuneration;

to review and sanction new or amended salary, incentive bonus
and retirement benefit policies for the Group which are substantial
in their cost and have an impact on a significant proportion of
employees; and

to review the Committee’s terms of reference and its own
effectiveness and recommend to the Board from time to time
any necessary changes.
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REMUNERATION COMMITTEE (continued)

During the year, the Remuneration Committee made recommendations
to the Board on executive directors’ remuneration packages and terms
of employment. The Remuneration Committee also formulated and
evaluated the remuneration policy and structure for the directors and
senior management of the Company.

SENIOR MANAGEMENT REMUNERATION BY BAND

Pursuant to paragraph B.1.5 of the CG Code, the remuneration of
the members of the senior management by band for the year ended
31 December 2017 is set out below:

AR 5l

Remuneration by band

FMEES(#)

AEER  FHEZESRNTES 2FHE
MEBRGERAEERERLES - FHEE
ENHRI LA EARRNEERSREEAR
ZFHNER A5 -

SREEAESHM AR
RECEERTANEISR  RBE-T
—t&+ - A=+ B FERFHARE
DZBBRERANBHHEZMT :

Number of individuals

HBIAR

Nil to HK$1,000,000
HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000

#£721,000,000/8 7T
1,000,001/87LE 1,500,000 7T
1,500,001/8 7L & 2,000,000 7T

Further particulars regarding directors’ emoluments and the five highest
paid employees as required to be disclosed pursuant to Appendix 16
to the Listing Rules are set out in notes 8 and 9 to the consolidated
financial statements of this annual report.

NOMINATION COMMITTEE

The Nomination Committee currently comprises 1 executive director,
namely, Mr. Lai Pei Wor (chairman) and 3 independent non-executive
directors, namely, Mr. Kung Fan Cheong, Mr. Mak Kwai Wing
(appointed on 3 July 2017), Mr. Li Yuen Kwan, Joseph and Mr. Leung
Man Kay (resigned on 3 July 2017).

During the year, the Nomination Committee held two meetings. The
attendance record of each Nomination Committee member is set
out below:

2
1

RIELTRAMEI6GATREFREEH
EAfi&m eSS 2 & — SHBEENAE
WA SR A RAMESRI °

REEE®
REZEBSHAIBA—BRTES - BIFML
E(EE)R=BEIENITESARK - 8215
LEERE BEREE(WRZZE—tF+
AZBZM)  EnHEEMRBIXER-E
—+ELA=HEMT) -

REFR  REZEGCETMALH 12
FLEGERBZHFELENT

Attendance of Nomination
Committee meeting in 2017

—E—+FEHE

Name of director EEpns REZEEEBRY

Lai Pei Wor (Chairman) FEEEA () 2/2

Kung Fan Cheong LESE 2/2
Mak Kwai Wing BER (RZZ—tF

(appointed on 3 July 2017) +A=AZF) 0/0

Li Yuen Kwan, Joseph %= 2/2
Leung Man Kay RYE (RZE—F

(resigned on 3 July 2017) +A=HET) 2/2
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NOMINATION COMMITTEE (continued)

The duties of the Nomination Committee are as follows:

(@) to review the structure, size and diversity (including but not
limited to age, gender, skills, professional and industry experience,
educational background, knowledge and length of service) of
the Board at least annually and make recommendations on any
proposed changes to the Board to complement the Company’s
corporate strategy;

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

(c) to assess the independence of independent non-executive
directors;

(d) to make recommendations to the Board on the appointment or
re-appointment of directors and succession planning for directors,
in particular the chairman and the chief executive;

(e) to review the board diversity policy, as appropriate and the
measurable objectives that the board has set for implementing
the board diversity policy, and monitor the progress on achieving
the objectives; and

(f)  to review the Committee’s terms of reference and its own
effectiveness and recommend to the Board from time to time
any necessary changes.

Board diversity policy has been formulated. In carrying out the
responsibility for identifying suitably qualified candidates to become
members of the Board, the Committee will give adequate consideration
to the board diversity policy.

The appointment of new directors will be considered and approved
by the Board and all new directors are subject to re-election by
shareholders at the first general meeting after their appointment
and subject to retirement by rotation at least once every three years
pursuant to the CG Code.

Mr. Chan Yau Wah, Mr. Kung Fan Cheong and Mr. Mak Kwai Wing
shall retire by rotation and being eligible, offer themselves for re-
election at the next forthcoming annual general meeting pursuant
to the Company’s Bye-laws 87(1) and 87(2).
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NOMINATION COMMITTEE (continued)

The Board recommended the re-appointment of the directors standing
for re-election at the next forthcoming annual general meeting of
the Company.

The Company’'s circular dated 27 April 2018 contains detailed
information of the directors standing for re-election.

AUDITOR’'S REMUNERATION

During the year under review, the remuneration paid/payable to the
Company’s auditor, Messrs. Mazars CPA Limited, is set out as follows:

REZES®)

EFEERBENARRTZARRBRRAFK
LIENZEREEZES -

ARFZT—NENAZTHHZBRAH
BEEEEHFE -

BB BT B <

BEARFER - KRREMN TN T8
FSEE M EHMARARZMEIT

Fees paid/payable

HK$

e ENER

Services rendered PR {2 PR %% BT
Audit services =B ARTS 1,045,000
Non-audit services (taxation services) IEEBRTS (REHARTS) 89,200
1,134,200

AUDIT COMMITTEE

The Company has complied with Rule 3.21 of the Listing Rules in relation
to the composition of the Audit Committee. The Audit Committee of
the Company comprises three independent non-executive directors.
The current members of the Audit Committee are Mr. Mak Kwai Wing
(appointed on 3 July 2017), Mr. Kung Fan Cheong, Mr. Li Yuen Kwan,
Joseph and Mr. Leung Man Kay (resigned on 3 July 2017). The Audit
Committee is chaired by Mr. Mak Kwai Wing who has appropriate
accounting professional qualifications. Code Provision C.3.3 stipulates
that members of the Audit Committee should meet at least twice a
year with the Company’s auditors. During the year, there were two
meetings held between the Audit Committee and the Company’s
auditor. Besides, the Audit Committee shall meet at least twice a
year. During the year, the Audit Committee held three meetings. The
attendance record of each Audit Committee member is set out below:

EREE"
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Attendance of Audit
Committee meetings in 2017

—E—tFEHE
Name of director EEHE EREZEEEERRE
Mak Kwai Wing (Chairman) BEE (E)

(appointed on 3 July 2017) (RZE—tFEA=HZM) 2/2
Kung Fan Cheong LEE 3/3
Li Yuen Kwan, Joseph Zds 3/3
Leung Man Kay (Chairman) RNXHE (F/F)

(resigned on 3 July 2017) (R—ZE—+F+A=HET) 11
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AUDIT COMMITTEE (continued)

The principal roles and functions of the Audit Committee include the
review of the Group’s consolidated financial statements and reporting
process, risk management system and internal control procedures. It
also acts as an important link between the Board and the Company’s
auditor in matters within the scope of the group audit. During the
meetings held in 2017, the Audit Committee had performed the
following works:

(i) reviewed the directors’ report and audited consolidated financial
statements for the year ended 31 December 2017 and consider
any significant or unusual items raised by the internal auditor or
external auditor before submission to the Board;

(i) reviewed the interim consolidated financial statements for the
six months ended 30 June 2017;

(iii) reviewed the re-appointment of the external auditor and the
nature and scope of audits;

(iv) reviewed and recommended for approval by the board the 2017
audit scope and fees;

(v) reviewed and monitored the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standard;

(vi) reviewed the effectiveness of risk management and internal
control system; and

(vii) reviewed the Group’s financial and accounting policies and
practices.

DIRECTORS’ AND AUDITOR'S RESPONSIBILITIES FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the
consolidated financial statements of the Group for the year ended
31 December 2017. The directors ensure the preparation of the
consolidated financial statements of the Group are in accordance
with statutory requirements and applicable accounting standards.
The directors also ensure the publication of the consolidated financial
statements of the Group is in a timely manner.

The statement of the Auditor of the Company about their reporting
responsibilities on the consolidated financial statements is set out in
the Independent Auditor’s Report on pages 64 to 69.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges that it is responsible for the risk management
and internal control systems and reviewing their effectiveness on an
ongoing basis. Such risk management and internal control systems
are designed for managing risks rather than eliminating the risk of
failure to achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or loss.

The Board, with the assistance of the Audit Committee, has overall
responsibilities for maintaining effective risk management and
internal control systems of the Group. During the year, the Board
conducted a review of the effectiveness and adequacy of the Group’s
risk management and internal control systems, covering financial,
operational, compliance control and risk management functions.
The Group’s system of internal control includes the setting up of a
management structure with limits of authority, and is designed to help
the Group achieve its business objectives, protects its assets against
unauthorized use or disposition, ensures the maintenance of proper
accounting records for the provision of reliable financial information for
internal use or for publication, and ensures compliance with relevant
laws and regulations. After reviewing the Group’s risk management
and internal control systems, the Board considers that the systems are
effective and adequate for the Group as a whole. The Board further
considers that there was no material issue relating to the Group’s
risk management and internal controls systems including financial,
operational and compliance controls and risk management functions
of the Group and that there were adequate staff with appropriate
and adequate qualifications and experience, resources for accounting,
internal audit and financial reporting functions, and adequate training
programmes had been provided during the year.

The internal control team of the Company plays a major role in
monitoring the risk management and internal controls of the Group
and reports directly to the Audit Committee. It has full access to
review all aspects of the Group's activities, risk management and
internal controls. All types of audited reports are circulated to the
Audit Committee and key management, which will follow up on any
actions and measures taken to improve risk management and internal
controls on the recommendations by the internal control team.

The processes used to identify, evaluate and manage significant risks
by the Group are summarized as follows:

e Identifies risks that may potentially affect the Group’s business
and operations.
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RISK MANAGEMENT AND INTERNAL CONTROL

(continued)

e Considers the impact on the business and the likelihood of their
occurrence.

e Determines the risk management strategies and internal control
processes to prevent, avoid or mitigate the risks.

e  Performs ongoing and periodic monitoring of the risk and ensures
that appropriate internal control processes are in place.

e Reports the results of risk monitoring to the Audit Committee
and the Board regularly.

INTERNAL AUDIT FUNCTION

The Group’s internal audit function is performed by an internal audit
team, which reports directly to the Audit Committee and the Board
on a periodical basis. The team conducts internal audit reviews on
material controls and compliance with policies and procedures of the
Group at both operational and corporate levels. Plans for corrective
actions and control improvement are identified and communicated
with operations management to address any issues, non-compliance
or deficiencies identified. The team monitors the implementation of
its recommendations by the operations management and reports the
outcome to the Audit Committee and the Board.

HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Group complies with requirements of the Securities and Futures
Ordinance (the “SFO”) and the Listing Rules. The Group discloses
inside information to the public as soon as reasonably practicable
unless the information falls within any of the safe harbours as provided
in the SFO. Before the information is fully disclosed to the public,
the Group ensures the information is kept strictly confidential. If the
Group believes that the necessary degree of confidentiality cannot be
maintained or that confidentiality may have been breached, the Group
would immediately disclose the information to the public. The Group
is committed to ensure that information contained in announcements
or circulars are not false or misleading as to a material fact, or false
or misleading through the omission of a material fact in view of
presenting information in a clear and balanced way, which requires
equal disclosure of both positive and negative facts.

AREERANIBEEEE)

. ERERHEBIFERERZTH
o

.« EERREIERERABEZLS - b
Bk - R IERR -

s REYTEHMESABRR
BEENANEEIEERT -

VAR FER AR

s MRBERZECLEFETHERAERE
RHER -

R ERE TR EE

AEESH NMEFEEETARENAEE B
e RYWNERAEZZEGREFSE
HoNEBERAKREEERCEER LN
BEAERELHEEEFNARER TR
EF R o NMARSETRARRE B
BMHME  BRAPINFEI TR ZEE
TS EETENTR - NMESEREE
BEABRTHRZNBARAEZELZES
MEEEERABER -

BRERBBRATHER

REBERES MGG EHRRAR
o AREEABYENTNELT @&
RAXVEEATHE  BRIFEBHEBER
ZRMBEGEANIMREBREAR2EHE
A AEBERNARZEKEFRESH -
SHARZESBERE - EAEER/EE
RIFAAFEOMEE N - HZBE AR IME -
SARAARBEZRE - REBEBHER
REXBHTAENERREAFTEMS L
TBERIARGE  HAXTRERERSE
EMBEBRKARGNE - OB MiEFFa Ty
REFNEH  FFEHEBEEIELERE

=

BHERERERAA
—E-tFEFER




TRERRE
Corporate Governance Report

CONSTITUTIONAL DOCUMENTS

There are no changes in the Company’s constitutional documents
during the year.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The general meetings of the Company provide a forum for
communication between the Board and the shareholders. The chairman
of the Board as well as chairmen of the Remuneration Committee,
Nomination Committee and Audit Committee and, in their absence,
other members of the respective committees are available to answer
guestions at shareholder meetings.

The 2018 Annual General Meeting (“AGM") will be held on 1 June
2018. The notice of AGM will be sent to shareholders at least 20 clear
business days before the AGM.

To promote effective communication, the Company maintains a
website at www.kpihl.com, where extensive information and updates
on the Company’s financial information, corporate governance code
and other information are posted and available for public access.

SHAREHOLDER RIGHTS
Convening a special general meeting (“SGM")

Pursuant to the bye-laws of the Company, member(s) holding, at the
date of deposit of the requisition, not less than one-tenth of the paid
up capital of the Company carrying the right of voting at general
meetings, may by written requisition to the Board or the Secretary
of the Company to require a SGM to be called by the Board for the
transaction of any business specified in such requisition at the expense
of such requisitionist(s). If within twenty-one days of such deposit the
Board fails to proceed to convene such meeting the requisitionists
themselves may do so in accordance with the provisions of section
74(3) of the Companies Act 1981 of Bermuda. The requisition must
specify the purpose of the meeting, and must be signed by the relevant
requisitionist(s) and deposited at the head office of the Company in
Hong Kong.

If the requisition is in order, the company secretary will ask the Board
to convene a SGM by serving sufficient notice in accordance with
the statutory requirements to all the registered members. On the
contrary, if the requisition is invalid, the members concerned will be
advised of this outcome and accordingly, a SGM will not be convened
as requested.
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The notice period to be given to all the registered members for
consideration of the proposal raised by the member(s) concerned at
a SGM varies according to the nature of the proposal, as follows:

(@) at least twenty-one (21) clear days’ and not less than ten (10)
clear business days’ notice in writing if the proposal constitutes
a special resolution of the Company, which cannot be amended
other than to a mere clerical amendment to correct a patent
error; and

(b) at least fourteen (14) clear days’ and not less than ten (10) clear
business days’ notice in writing if the proposal constitutes an
ordinary resolution of the Company.

Putting Forward Proposals at General Meetings other
than a Proposal for Election of Director

The following procedures are subject to the Company’s bye-laws,
the Bermuda Companies Act 1981 and applicable legislation and
regulation.

1. The Company holds an AGM every year, and may hold a general
meeting known as a SGM whenever necessary.

2. Member(s) of the Company holding (i) not less than one-twentieth
of the total voting rights of all members having the right to vote
at the general meeting; or (ii) not less than 100 members, can
submit a written request stating the resolution intended to be
moved at the AGM; or a statement of not more than 1,000 words
with respect to the matter referred to in any proposed resolution
or the business to be dealt with at a particular general meeting.

3. The written request/statements must be signed by the member(s)
concern and deposited at the Company’s registered office at
Clarendon House, 2 Church Street, Hamilton HM11, Bermuda
and its principal office at Units 2304-06, 23/F, Riley House, 88 Lei
Muk Road, Kwai Chung, N.T., Hong Kong, for the attention of
the company secretary of the Company, not less than six weeks
before the AGM in the case of a requisition requiring notice
of a resolution and not less than one week before the general
meeting in the case of any other requisition.
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4. If the written request is in order, the company secretary will ask
the Board of the Company (i) to include the resolution in the
agenda for the AGM; or (ii) to circulate the statement for the
general meeting, provided that the member(s) concerned have
deposited a sum of money reasonably determined by the Board
sufficient to meet the Company’s expenses in serving the notice
of the resolution and/or circulating the statement submitted
by the member(s) concerned in accordance with the statutory
requirements to all the registered members. On the contrary, if
the requisition is invalid or the member(s) concerned have failed
to deposit sufficient money to meet the Company’s expenses for
the said purposes, the member(s) concerned will be advised of
this outcome and accordingly, the proposed resolution will not
be included in the agenda for the AGM; or the statement will
not be circulated for the general meeting.

Putting Forward Enquiries to Board

Members who have enquires about the above procedures or have
enquires to put to the Board may write to the company secretary
at Units 2304-06, 23/F, Riley House, 88 Lei Muk Road, Kwai Chung,
N.T., Hong Kong.

Note: The Company will not normally deal with verbal or anonymous enquiries.

Contact Details

Shareholders may send their enquiries or requests as mentioned above
to the following:

Address: Units 2304-06, 23/F, Riley House, 88 Lei Muk Road,
Kwai Chung, N.T., Hong Kong

(For the attention of the Chairman/Company Secretary)
Fax: (852) 2481 3098

Email: enquiry@kpihl.com

For the avoidance of doubt, shareholders must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide their
full name, contact details and identification in order to give effect
thereto. Shareholders’ information may be disclosed as required by
law. Shareholders may call the Company at (852) 2276 3000 for any
assistance.

To safeguard shareholder interests and rights, separate resolutions are
proposed at shareholder meetings on each substantial issue, including
the election of individual directors.

All resolutions put forward at a shareholder meeting will be taken by
poll pursuant to the Listing Rules and the poll results will be posted
on the websites of the Company and of the Stock Exchange after
the shareholder meeting.
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Biographical Details of Directors and Senior Management

Biographical details of the directors and senior management of the
Group are set out as follows:

EXECUTIVE DIRECTORS

Mr. Lai Pei Wor, aged 61, is the chairman and managing director of
the Company. Mr. Lai was appointed as an executive director of the
Company on 13 September 1996. He is the founder of the Group
and has over 36 years of experience in the industry. He is responsible
for the Group’s overall strategic planning, policy making and financial
management. He has been a director of Hi-Tech Precision Industrial
Limited since 1984, a director of Hideki Electronics Limited since
1989, a director of Cokeen Development Limited and K. S. (China)
Electronics Manufactory Limited since 1990, a director of K & P
Group (Holdings) Limited since 1994, a director of Hi-Tech Investment
Holdings Limited and Hi-Tech Property Holdings Limited since 1997, a
director of E-Dotcom Limited since 2001, a director of Hi-Tech (China)
Investment Limited and = #8(# LL)&EF AR A 7 since 2002, a director
of Mars Field Limited, a director and legal representative of A L1 B2
WETHERAR and A E FORINERR A F since 2010 and acted
as a director of Technology Trends International Limited since 2001
and a secretary since 2009. He has also been appointed as a director
of Sun Ngai Plastic Products Factory Limited, a director of Hunpex
Limited, and a director and legal representative of $RAHZERIFRCFII)
BBRAF] since 2013,
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Biographical Details of Directors and Senior Management

EXECUTIVE DIRECTORS (continued)

Mr. Chan Yau Wah, aged 59, is the deputy chairman of the Company.
Mr. Chan was appointed as an executive director of the Company on
13 September 1996. He is also a general manager in Hi-Tech Investment
Holdings Limited. Mr. Chan joined the Group in December 1990. He is
responsible for the planning and management in production activities.
He holds a higher diploma in production and industrial engineering
from The Hong Kong Polytechnic (now known as The Hong Kong
Polytechnic University) and a diploma in management studies from
the Hong Kong Management Association. He has over 36 years of
experience in the industry. He has been a director of Hideki Electronics
Limited and K & P Group (Holdings) Limited since 1994, a director of
K. S. (China) Electronics Manufactory Limited since 1995, a director
of Hi-Tech Investment Holdings Limited and Hi-Tech Property Holdings
Limited since 1997, a director of Technology Trends International
Limited since 2001, a director of Hi-Tech (China) Investment Limited
and FAFIL)EFAER AT since 2002 and acted as a director of
E-Dotcom Limited since 2009. He has also been appointed as a
director of Sun Ngai Plastic Products Factory Limited, a director of
Hunpex Limited, and a supervisor of $RIZERIECREYINAE R A F] since
2013.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Kung Fan Cheong, aged 63, is a partner in the law firm of Pang,
Kung & Co. and is a member of The Law Society of Hong Kong. Mr.
Kung was appointed as an independent non-executive director of the
Company on 13 September 1996.
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Biographical Details of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTORS (continued)

Mr. Mak Kwai Wing, BSoc.Sc., ATIHK, FCPA (Aust), aged 68, graduated
from The University of Hong Kong with a degree of Bachelor of Social
Sciences. He is also a Fellow of CPA Australia and an Associate of
the Taxation Institute of Hong Kong. Mr. Mak was appointed as an
independent non-executive director of the Company on 3 July 2017.
Mr. Mak has over 40 years of experience in the taxation field. In July
2006, Mr. Mak joined Mazars Tax Services Limited (“Mazars”) as an
executive director, was a managing director of Mazars from January
2008 to August 2014 and was a Senior Advisor of Mazars from
September 2014 to June 2017. Before joining Mazars, Mr. Mak was
a tax principal at Ernst & Young and took early retirement in January
2004. Currently, Mr. Mak is an independent non-executive director
of Tianjin Development Holdings Limited (Stock Code: 00882) and a
member of Hong Kong Professionals and Senior Executives Association.
Previously, Mr. Mak served as the governor of Rotary International
District 3450 and the Chairman of the Tax Specialization Development
Working Group of Hong Kong Institute of Certified Public Accountants.

Mr. Li Yuen Kwan, Joseph, aged 65, graduated from State University of
New York at Buffalo in the United States of America and holds a bachelor
of science in business administration degree. Mr. Li was appointed as
an independent non-executive director of the Company on 24 August
2005. After working in the business sector for nine years, he joined
the Secretariat of Federation of Hong Kong Industries in 1985 as an
assistant director and in 1992 he was appointed as a director of the
Secretariat of Federation of Hong Kong Industries from which post he
retired in January 2005. He has over 29 years' experience in serving the
manufacturing industry of Hong Kong.

SENIOR MANAGEMENT

Mr. Wong Man Kit, aged 58, is the marketing director of precision
parts and components segment of the Group. Mr. Wong joined the
Group in 1984. He is responsible for the marketing and sales. He has
over 34 years of experience in the industry.

Mr. Li Kam Keung, aged 57, is the production manager of the precision
parts and components segment in Kong Hau factory, Zhongshan.
Mr. Li joined the Group in 1985. He is responsible for the operation
and management in production segment. He has over 31 years of
experience in the industry.
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Report of the Directors

The directors present their report and the audited consolidated
financial statements of the Company and the Group for the year
ended 31 December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.

The principal activities of the subsidiaries comprise the manufacture
and sale of precision parts and components (comprising keypads,
synthetic rubber and plastic components and parts), and the design,
manufacture and sale of consumer electronic products (comprising
time, weather forecasting and other products). There were no
significant changes in the nature of the Group’s principal activities
during the year.

RESULTS AND DIVIDEND

The Group's profit for the year ended 31 December 2017 and the
state of affairs of the Company and of the Group at that date are
set out in the consolidated financial statements on pages 70 to 165.

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

CLOSURE OF REGISTERS FOR ANNUAL GENERAL
MEETING

The Register of Members of the Company will be closed from Tuesday,
29 May 2018 to Friday, 1 June 2018, both dates inclusive, during which
period no transfer of shares will be effected. In order to qualify for
attending and voting at the annual general meeting of the Company
to be held on Friday, 1 June 2018, all transfer documents accompanied
by the relevant share certificates must be lodged with the Company’s
branch share registrar in Hong Kong, Tricor Tengis Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration
not later than 4:30 p.m. on Monday, 28 May 2018.
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BUSINESS REVIEW

Benefited from the increasing demand of the major and newly
established customers, the turnover of the precision parts and
components segment amounted to approximately HK$371.6 million,
which increased by 8.5%. The operating profit in this segment
increased to approximately HK$19.7 million (2016: HK$16.3 million).

The turnover of the consumer electronic products segment decreased
to approximately HK$51.3 million, representing a 42.0% decrease. The
operating loss of this segment was decreased to approximately HK$7.3
million from HK$21.2 million in 2016 which included the provision
for impairment on segment assets and other costs of approximately
HK$13.1 million.

The gross profit margin of the Group in 2017 had improved by
6.1% to 18.3% arising from the improvement in operating results
of the precision parts and components segment and the absence of
substantial provision for assets impairment and other costs in 2017 in
the consumer electronic products segment. The selling and distribution
costs were decreased by 0.8% to approximately HK$35.1 million,
and administrative and other expenses were increased by 0.5% to
approximately HK$36.6 million. The finance costs had decreased
by 11.6% to approximately HK$1.5 million due to the decrease in
financing activities.

The continuous weaken demand from the market in the consumer
electronic products segment during the past few years resulted in
under-utilisation of production capacity in the factory, and hence,
continuous losses in this segment were recorded from the years ended
31 December 2014 to 2017.
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Report of the Directors

FINANCIAL KEY PERFORMANCE INDICATORS

The Group’s turnover for the year ended 31 December 2017 amounted
to approximately HK$422.9 million, representing a 1.9% decrease
from the previous year. Overall gross profit amounted to approximately
HK$77.5 million this year, representing a 47.3% increase from the
previous year. Profit attributable to owners of the Company was
approximately HK$8.3 million (2016: loss of HK$8.1 million).

Basic earnings for the year ended 31 December 2017 was HK3.11
cents (2016: loss of HK3.04 cents) per share.

ENVIRONMENTAL POLICIES

We are committed to building an environmentally-friendly corporation
that pays close attention to conserving natural resources. We strive to
minimize our environmental impact by saving electricity and encouraging
recycle of office supplies and other materials. We also require factories
operate in compliance with the relevant environmental regulations
and rules and possess all necessary permission and approval from
the relevant Chinese regulators. Emails and electronic messages have
replaced letters for most formal and informal communications, both
externally and internally. Further details are set out on environmental,
social and governance report on pages 41 to 63 of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group's operations are mainly carried out by the Company’s
subsidiaries while the Company itself is listed on the Stock Exchange.
Our establishment and operations accordingly shall comply with relevant
laws and regulations in Mainland China, Hong Kong and Bermuda.
During the year ended 31 December 2017, we have complied with
all the relevant laws and regulations in Mainland China, Hong Kong
and Bermuda.

RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

Being people-oriented, the Group ensures that all staff are reasonably
remunerated and it continues to improve and review and update
regularly on its policies for remuneration and benefits, training,
occupational health and safety. The Group maintains a good
relationship with its customers. Customers are encouraged to make
recommendations with the aim of improving products quality. The
Group is in good relationship with its suppliers and conducts a fair
and strict appraisal of its suppliers on an annual basis.
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PRINCIPAL RISKS AND UNCERTAINTIES

The principal risks and uncertainties facing the Group include strategic,
commercial, operational and financial risks.

Strategic risks

The Directors maintain a strategic plan together with a financial budget
at the end of each financial year based on their knowledge to the
external environments and a number of forecasts and estimates. Given
the change of unforeseeable external environments in the industry, the
Group is facing significant strategic risks on its capital expenditures
and working capital requirements when changing the strategic plans
to adopt the unexpected changes of external environments.

Commercial risks

The Group is facing keen competition in the market. To maintain
the Group's competitiveness, the management uses cost leadership
strategy as well as diversifying its business strategy to tackle other
competitors.

Operational risks

Management regularly reviews the Group’s operations to ensure that
the Group’s risk of losses, whether financial or otherwise, resulting
from fraud, errors, omissions and other operational and compliance
matters, are adequately managed.

Financial risks

The principal financial risks are set out in note 38 to consolidated
financial statements heading “Financial risk management objectives
and policies”.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets and liabilities of the
Group for the last five financial years, as extracted from the audited
consolidated financial statements, is set out on page 166. This summary
does not form part of the audited consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 13 to the consolidated
financial statements.
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SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share options
during the year are set out in notes 28 and 29 to the consolidated
financial statements respectively.

PRE-EMPTIVE RIGHTS

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

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 30 to the consolidated financial
statements and in the consolidated statement of changes in equity
respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company’s reserves available for
distribution, calculated in accordance with the Companies Act 1981
of Bermuda, amounted to HK$27,483,903 (2016: HK$27,559,019)
of which no final dividend was proposed for the year (2016: Nil).
During the year ended 31 December 2017, the Company did not pay
final dividend for 2016. In addition, the Company’s share premium
account, in the amount of HK$50,856,881 (2016: HK$50,856,881)
may be distributed in the form of fully paid bonus shares.
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MAJOR CUSTOMERS AND MAJOR SUPPLIERS

In the year under review, sales to the five largest customers accounted
for 30.9% of the total sales of the Group for the year and sales to the
largest customer included therein amounted to 18.9%. Purchases from
the five largest suppliers accounted for 26.5% of the total purchases
of the Group for the year and purchases from the largest supplier
included therein amounted to 6.7%.

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors,
own more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers or suppliers.

DIRECTORS

The directors of the Company during the year were:

Executive directors

Lai Pei Wor
Chan Yau Wah

Independent non-executive directors

Kung Fan Cheong

Mak Kwai Wing (appointed on 3 July 2017)
Li Yuen Kwan, Joseph

Leung Man Kay (resigned on 3 July 2017)

In accordance with bye-laws 87(1) and 87(2) of the Company’s
bye-laws, Messrs. Chan Yau Wah, Kung Fan Cheong and Mak Kwai
Wing shall retire by rotation and being eligible, offer themselves for
re-election at the next forthcoming annual general meeting.

Messrs. Kung Fan Cheong, Mak Kwai Wing and Li Yuen Kwan, Joseph,
the independent non-executive directors, are appointed for a period
of two years. The Company has received annual confirmations of
independence from Messrs. Kung Fan Cheong, Mak Kwai Wing and
Li Yuen Kwan, Joseph and as at the date of this report still considers
them to be independent.
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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 27 to 29 of the
annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service contract with
the Company for a term of three years commencing from 1 January
2018, and the contract can be terminated by either party giving to
the other not less than six months’ nor more than seven months’
prior notice in writing.

Apart from foregoing, no director proposed for re-election at the
next 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.

MANAGEMENT CONTRACTS

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

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at general
meetings. Other emoluments are determined by the Board of the
Company with reference to directors’ duties, responsibilities and
performance and the results of the Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

After consideration, the directors are of the opinion that no transactions,
arrangements and contracts of significant in relation to the Company’s
business to which the Company’s subsidiary 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.

EQUITY - LINKED AGREEMENT

2012 share option scheme was adopted for the primary purpose
of providing incentives to directors and eligible employees of the
Company. No share options were granted, forfeited, cancelled
or exercised during the year ended 31 December 2017. Further
details of the share option scheme are disclosed in note 29 to the
consolidated financial statements.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2017, the interests of the directors in the share
capital of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFQ")), as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code were
as follows:

Long positions in ordinary shares of the Company:
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Number of shares held, capacity and nature of interest

FERDBE - S RERMEE

Percentage of

Directly Founder of a the Company'’s
beneficially discretionary issued share
owned trust Total capital
EHEEZ EARAREET
Name of director EEH R HEEER AIHA e B ZBEDL
Lai Pei Wor FBEEFN 22,902,000 *97,242,000 120,144,000 45.00
Chan Yau Wah PR 7,700,000 - 7,700,000 2.88
30,602,000 97,242,000 127,844,000 47.88

Note: PE -

* Details of Mr. Lai Pei Wor's interests are set out in the section headed
“Substantial shareholders’ and other persons’ interests and short positions
in shares and underlying shares” below.

Save as disclosed above, as at 31 December 2017, none of the directors
had registered an interest or short position in the shares or underlying
shares of the Company or any of its associated corporations that was
required to be recorded pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code.
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DIRECTORS’
DEBENTURES

RIGHTS TO ACQUIRE SHARES OR

Save as disclosed under the heading “Directors’ interests and short
positions in shares and underlying shares” above and in the share
option scheme disclosures in note 29 to the consolidated financial
statements, at no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of the Company
granted to any director or their respective spouse or minor children, or
were any such rights exercised by them; or was the Company or any
of its subsidiaries a party to any arrangement to enable the directors
to acquire such rights in any other body corporate.

SUBSTANTIALSHAREHOLDERS' AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2017, so far as was known to director or chief
executives of the Company, the following persons or corporations
(other than directors or chief executives of the Company) who had
interests and short positions in the shares or underlying shares of
the Company as recorded in the register required to be kept under
Section 336 of the SFO or as otherwise notified to the Company
were as follows:

Long positions:
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Number of shares held, capacity and nature of interest

FEROBE - SOREREE

Percentage

Through of the

Directly spouse or Company's

beneficially minor Beneficiary issued

owned children of a trust Total  share capital

HARAT

E# 8 BEITRA

Name #& BEREHEA AREFZ  HEREZEHEA it Ak

Chan Yuk Lin (Note a) REE (Mita) - 22,902,000 97,242,000 120,144,000 45.00

Celaya (PTC) Limited (Note b)  Celaya (PTC)Limited (Ffb) - - 97,242,000 97,242,000 36.42

Trident Corporate Services Trident Corporate Services - - 97,242,000 97,242,000 36.42
(B.V.L.) Limited (Note ¢) (B.VI) Limited (i3Ec)

Lai Yiu Chun (Note d) TBRiE (Wia) 1,198,000 21,450,000 - 22,648,000 8.48

Lam Lin Chu (Note d) mEk (Fisa) 22,434,000 214,000 - 22,648,000 8.48
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SUBSTANTIALSHAREHOLDERS' AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Notes:

(@) Ms. Chan Yuk Lin, spouse of Mr. Lai Pei Wor, was deemed to be interested
in the shares.

(b)  Celaya (PTC) Limited holds 97,242,000 shares in its capacity as trustee of The
Lai Family Unit Trust, of which all units are held by Trident Corporate Services
(B.V.I.) Limited in its capacity as trustee of The Lai Family Trust, a discretionary
trust of which the spouse and issue of Mr. Lai Pei Wor are discretionary objects.

(c)  The shares referred to herein relate to the same parcel of shares referred to
in note (b) above.

(d)  Ms. Lam Lin Chu is the wife of Mr. Lai Yiu Chun, who is a brother of Mr. Lai
Pei Wor. Both Ms. Lam Lin Chu and Mr. Lai Yiu Chun are declaring interests
in the same parcel of shares.

Save as disclosed above, as at 31 December 2017, no person, other
than the directors of the Company, whose interests are set out in
the section "Directors’ interests and short positions in shares and
underlying shares” above, had registered an interest or short position
in the shares or underlying shares of the Company that was required
to be recorded pursuant to Section 336 of the SFO.

SUFFICIENCY OF PUBLIC FLOAT

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

RELATED PARTY TRANSACTIONS

Significant related party transactions entered into by the Group
during the year, which constitute exempted connected transactions
or continuing connected transactions under the Main Board Listing
Rules, are set out in note 35 to the consolidated financial statements.
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PERMITTED INDEMNITY PROVISIONS

No permitted indemnity provision was in force during the year, or is
in force at the date of this report, for the benefit of a then director
or a director of the Company (whether made by the Company or
otherwise) or a then director or a director of its subsidiary (if made
by the Company). The Company has arranged appropriate directors’
and officers’ liability insurance coverage for the Directors and officers
of the Group.

AUDITORS

Mazars CPA Limited will retire as auditor of the Company at the
conclusion of the forthcoming annual general meeting, and a resolution
for their reappointment as auditor of the Company will be proposed
at such annual general meeting.

EVENT AFTER THE REPORTING PERIOD

On 10 February 2018, the factory of a subsidiary in the consumer
electronic products segment located at Mainland China was closed
down subsequent to the end of tenancy agreement. The Group is in
the process of assessing the financial impact regarding the closure of
the factory, which is not expected to be significant.

ON BEHALF OF THE BOARD

Lai Pei Wor
Chairman

Hong Kong, 27 March 2018
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Environmental, Social and Governance Report

I. PREAMBLE

K & P International Holdings Limited (the “Company”) and its
subsidiaries (collectively, the “Group”) stringently adhere to their
environmental and social responsibilities.

The Group has developed its sustainability strategy with aims to create
sustainable values to its stakeholders, and to continue to lower the
Group’s impact on the environment. In order to carry out the Group's
sustainability strategy from top to bottom, the Board of Directors (the
“Board”) of the Company has ultimate responsibility for ensuring the
effectiveness of the Group’s environmental, social and governance
("ESG") policies. The Board has established dedicated teams to manage
ESG issues within each business division of the Group. Designated staff
has been assigned to enforce and supervise the implementation of
the relevant ESG policies. The Group is also committed to constantly
reviewing and adjusting the Group’s sustainability policies to satisfy
the ever-changing needs of its stakeholders. Details of its management
approach in both the environmental and social aspect can be found
throughout different sections of this ESG Report. The Group believes
sustainability is essential to the development of the Group’s overall
long-term success.

The Group is pleased to present its second ESG Report to further
demonstrate the Group's approach and performance in terms of
sustainable development for the year ended on 31 December 2017.
This ESG report is prepared in compliance with the ESG Reporting
Guide as set out in Appendix 27 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited’s website.

Il. REPORTING PERIOD AND SCOPE OF THE REPORT

This ESG report covers the operational boundaries of the Group
that includes the Group’s headquarter office in Hong Kong and the
manufacturing business in the People’s Republic of China (the “PRC").
The reporting period is the Group’s financial year dating from 1 January
2017 to 31 December 2017 (“FY2017").
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Environmental, Social and Governance Report

lll. STAKEHOLDER ENGAGEMENT

With the goal to strengthen the sustainability approach and
performance of the Group, the Group has put tremendous efforts
into listening to both its internal and external stakeholders. The
Group actively collects feedback from its stakeholders to maintain a
high standard of sustainability within the Group, while also building
a trustful and supporting relationship with them. The Group connects
with its stakeholders through their preferred communication channels
as listed in the table below.

Stakeholders Expectations and concerns

. EEAZE

AR AEE M A B RRRRENKRE - K
SERERENBEINSEEAR R EE
HEARB ) - AEEBEBKEEED AR
FEER MR AEEAERFREKFOAF
BUER - RS FEES ARIET - XF
MBER - REEBE TR EES AR
BHBRRBEREHE

Communication Channels

A BERE@EE BBERE
Government and regulatory ~ — Compliance with laws and — Supervision on complying with local laws
authorities regulations and regulations
T & BB e BPRRE IR EEETE AR KRR
— Support economic development — Routing reports
TRHEERE RIS S
Shareholders — Return on investments — Regular reports and announcements
AR K& B EHmERAE
— Corporate governance — Regular general meetings
PEER FHRERE
— Business compliance — Official website
EBER B J7 8
Employees — Employees’ compensation and — Performance reviews
(== benefits BT
EEBERER — Regular meetings and trainings
— Career development B EE I
EEER — Emails, notice boards, hotline, caring

— Health and safety in the working
environment

fRER ~ RE2M TIFRIR

activities with management

B MER - AR BEEENHEERY

Customers — High quality products and services
ESS BEEm MR
— Protect the rights of customers
RIEE FHER

— Customer satisfaction survey
BEEMEERE

— Face-to-face meetings and on-site visits
HHEERLEMIE

— Customer service hotline and email

B RIS 2R S EEH

K & P International Holdings Limited

Annual Report 2017




RE  #HEgRERRE

Environmental, Social and Governance Report

Stakeholders Expectations and concerns

Communication Channels

A BMEREE BRERE
Suppliers — Fair and open procurement — Open tendering
HrEm N AFRE NFEE
— Win-win cooperation — Suppliers’ satisfactory assessment
ERaE HEE W B E R

— Face-to-face meetings and on-site visits
5 &% BRI

— Involvement in communities
RS

— Business compliance
EBER

— Environmental protection awareness
RIREH

General public
KRR

— Media conference and responses to
enquiries

REgem kA @E

Materiality Assessment

The Group undertakes annual review in identifying and understanding
its stakeholders’ main concerns and material interests for the ESG
Report. In FY2017, the Group engaged its stakeholders to conduct
a materiality assessment survey. Specifically, internal and external
stakeholders were selected based on their influence and dependence on
the Group. Stakeholders with high level of influence and dependence
on the Group were then selected by the management of the Group,
and invited to express their views and concerns on a list of sustainability
issues via an online survey.

With respect to this ESG Report, the Group has identified product
quality assurance and recall percentage, customer satisfaction and
protection of customer information and privacy as issues of high
importance to both the Group and its stakeholders. This review has
helped the Group in prioritising its sustainability issues, highlighting
the material and relevant aspects, and aligning them with stakeholders’
expectations.
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IV. ENVIRONMENTAL SUSTAINABILITY

The Group is committed to ensuring the long-term sustainability in
the environment and community where the Group operates. Based
on 1SO14001 and relevant laws and regulations, the Group has
established and implemented environmental management system to
help the Group reinforce its environment management and improve
its environmental performance level. The Group stringently controls
its emissions and consumption of resources, and complies with all
relevant environmental laws and regulations in its daily operations.
The Group's headquarter office and its manufacturing factories have
implemented effective energy conservation measures to reduce
emissions and resource consumption.

This section primarily discloses the Group’s policies, practices, and
guantitative data on emissions, use of resources, the environment
and natural resources in FY2017.

A.1.Emissions

The Group has complied with all relevant local environmental laws
as set out in the country where the Group operates. In FY2017, the
Group found no disregard to influential laws relevant to waste gas or
greenhouse gas emissions, water or land discharging, and hazardous
or non-hazardous wastes.

In FY2017, the air emissions of the Group were mainly from
transportation, namely sulfur oxides (“SOx"), nitrogen oxides (“NOx")
and particulate matters (“PM"), which amounted to 1 Kg, 475 Kg and
47 Kg, respectively. Furthermore, the Group’s greenhouse gas (“GHG")
emissions under Scope 1 (Direct Emissions), Scope 2 (Energy Indirect
Emission) and Scope 3 (Other Indirect Emissions) were 236 tonnes CO_e
and 7,298 tonnes CO,e and 15 tonnes CO,e , respectively. Thus, the
Group’s total GHG emissions amounted to 7,549 tonnes CO,e , and
the Carbon Intensity per unit of area for the Group was 1.0 tonnes
CO,e/m?. Other than GHG emissions, the Group generated 7 tonnes
of hazardous solid wastes, 582 tonnes of hazardous wastewater,
175 tonnes of domestic solid waste and 48,002 tonnes of domestic
wastewater. The Group’s total emissions are summarized in Table 1.
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Table 1 The Group’s Total Emissions by Category in FY2017 RIAREFR _ZE—+FHHFEILER
ZloeRmE
Intensity
(Per Square
Emission Category Item Unit Amount Metre)
BE
Bl 1HE By HE (BF¥FK)
Air Emissions SOx KgF5 1 -
ZRBEM NOx KgT3e 475 -
PM KgTie 47 -
GHG Emissions Scope 1 (Direct Emissions) Tonnes CO,e 236 -
BEREE K FE—HE (EEBEHY) MRS E 2
Scope 2 (Energy Indirect Emissions)  Tonnes CO,e 7,298 -
FE_EE (RRREEHERY) WS LI E 2
Scope 3* (Other Indirect Emissions) ~ Tonnes CO,e 15 -
F=gE (HtREEdEmny) WE_SbiREE
Total (Scope 1, 2 &3) Tonnes CO,e 7,549 1.0
e (- F_RE=&HE) WE—SLIRE 8
Hazardous Waste Solid Wastes /&l 2 E£ 4 Tonnes/g 7 0.001
BEEY Wastewatery57K TonnesHiE 582 0.08
Non-hazardous Waste  Solid WastesE g2 &) TonnesM 175 0.02
= R Wastewater)5 7K TonnesHiE 48,002 6.4

*  The Group's Scope 3 (Other Indirect Emissions) include only paper waste — *  ANSR[EIR) S5 = #6[E (H b 52 BEpk ) (2 @387
disposed at landfills R IR IS R I R A
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Hong Kong Headquarter Office

Emissions for the Group’s Hong Kong office include GHG emissions
from the use of electricity, domestic solid wastes and wastewater
generated by the staffs in the office. No hazardous waste had been
generated at the Group’s Hong Kong office in FY2017.

The main source of GHG emissions for the Hong Kong office comes
from the use of electricity. Specific measures taken to reduce electricity
consumption in the office, and thus GHG emissions from this business
segment, are further described in the next subsection under A.2. Use
of Resources.

The Group is committed to environmental protection in its daily
operations in the office. In order to reduce the amount of municipal
solid wastes generated every day, the Group has implemented the
following practices:

e Source-separate and recycle as much solid wastes as possible;

e Promote the proliferation of paperless offices across the Group;

e  Encourage all employees to reduce the use of disposable items
(such as plastic tableware);

e Keep instilling the idea in employees of bringing lunch-box or
eating out instead of ordering take-out; and

e Advocate the reusing of office stationeries.

Any non-recyclable municipal solid wastes are collected and disposed
by the property management.

Since the amount of wastewater generated highly depends on the
amount of water used, the Group has adopted specific measures to
reduce water consumption, which are further described in the next
subsection under A.2. Use of Resources. Municipal wastewater is
directly discharged into the property water discharge system.
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Manuftacturing Business

The Group is principally engaged in the manufacture and sale of
precision parts and components, along with the design, manufacture
and sale of consumer electronic products. In this business segment,
the Group is very prudent in controlling all discharges, especially
the air & GHG emissions, wastewater, solid wastes, and noise. The
Group's policy incorporates the measures to alleviate the impacts of
these emissions on the environment, including the control of the
Group's energy consumption, special treatment of wastewater and
solid wastes, and so on.

The Group strictly adheres to emission-related laws and regulations,
including but not limited to Environmental Protection Law of the
People’s Republic of China ( {(HFZEAREFBEIRFEREE) ),
Atmospheric Pollution Prevention and Control Law of the People’s
Republic of China ( (F#E AR HLMBIKSFRAEFAE) ), Restriction
of Hazardous Substances Directive 2002/95/EC (RoHS 2.0) ( {f&ZE 4%
YIERRH46< ) ), and Water Pollution Prevention and Control Law of
the People’s Republic of China ( (##ZEARLFBIASLEAE) ),
set out in the PRC.

Wastewater

The wastewater of the Group is mainly generated from the general
operation of the four factories (spraying, air compressor operation etc.)
and daily use by its staff in office, staff canteen and dormitory. Domestic
wastewater is normally discharged to the sewage pipe directly, while
industrial wastewater is collected separately in special containers for
further treatment. For example, engine oil and chemicals need to
be separated from the wastewater. What is more, the wastewater
generated from spraying process is collected and treated by the
suppliers as stipulated in the contract. Furthermore, two of the Group'’s
factories in China has built sequencing batch reactors in the operation
site, which aims to treat the wastewater through biological method.
The treated wastewater meets the first-class criteria as specified in the
Discharge Limits of Water Pollutants (DB 44/26 —2001) of Guangdong
Province (BRAMTIZME CKSEMPEMBRE) ). The Group has
taken various measures in reducing water consumption, which will
be explained particularly in A.2. Use of Resources, and in improving
the water use efficiency with the following practices:

a. Add chemicals that can remove ink in the pool for spraying units
so water can be reused;

RERT
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b. Apply the recirculating cooling water system in the injection
moulding unit;

c. Boil the sanitary wastewater from the staff canteen before
draining to remove oil and residues; and

d. Collect and reuse the washing rice water.

Solid Wastes

Given the nature of this business segment, solid wastes produced
by the Group are divided into general wastes and hazardous wastes.
General solid wastes normally come from:

1. Offices, like papers, correction fluid, folders, staples, paper clips,
adhesive tape, bottles, stamp pads, seals, pens, and so forth;

2. Canteen and dormitory, like abandoned broom, mop, cleaning
tools, wire skin, industrial residues, waste plates, plastic bottles,
seasoning bottles, residues and leftovers;

3. Industrial sites, like cutting pliers, blades, parts & accessories,
network lines, filters, cloth (not stained with oil), and construction
waste.

The hazardous wastes include modulator tube, activated carbon,
engine oil, ink, paint sludge, cloth, ink bucket, battery, and banana oil
bucket. The methods employed to treat general and hazardous wastes
are significantly different. General solid wastes are commonly weighed,
recorded, and finally collected by local Bureau for Environmental
Health. According to the Solid Waste Classification Table, hazardous
wastes are collected and sealed in specific containers. Staffs from
the Administration Department strictly check all containers, and are
responsible for contacting the hazardous waste transportation and
management company for recycling.

Air & GHG Emissions

To mitigate the GHG emissions, the Group realises that the efficient
use of electricity and water, and substantial reduction of paper usage
will directly decline its GHG emissions. Detailed measures taken by
the Group and its relevant achievement will be described further in
A.2. Use of Resources.
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Moreover, the Group has installed a set of photoelectric oxidation and
catalysis device to treat the organic exhaust gas generated from the
manufacturing factories. The activated carbon is used to absorb dust
and certain airborne particles in the hazardous gas before discharge.
The gas emission needs to meet the second-grade standard for the
second-time frame of the Guangdong Standard for Emission Limits
of Air Pollutants (R & #7156 CRRITERYIBEMRRE) )(DB4A4/27-
2001).

The Group has authorised the Centre Testing International Group Co.,
Ltd in Shenzhen to conduct the exhaust gas monitoring, especially
the evaluation of the amount of Nonmethane hydrocarbon (NMHC),
benzene, methylbenzene and dimethylbenzene in the exhaust gas. The
result and corresponding standard (DB44/27-2001) are summarised
as below:

Table 2 Comparison between the observed value and emission limit
of exhaust gas

o REEEZR —EXABA RIELE
B OAREERETHREENEHEESR - B
BEERBEHNRAT - ALESEREMERRY
HA A REE R KR EFER - REEHEATS
AEERAMFIEE(CKRSEMBENRE)
(DB44/27-2001)% —HA— /1T 4 -

AEEDFBERIEFEARIREEBRGE
PRAGHETTEEREDR - LHEFEBERFIE
FlREAYMNMHC) - & - BRER
EEE o R NIBEIZZA(DB44/272001 )1k
A N

R2RERBAERFRRELR

Item NMHC Benzene Methylbenzene Dimethylbenzene
28 NMHC ¥ kS —RE
Parameter Concentration ~ Emission velocity ~ Concentration ~ Emission velocity ~ Concentration ~ Emission velocity  Concentration  Emission velocity
28 (mg/m3) (kg/h) (mg/m3) (ko/h) (mg/m3) (kg/h) (mg/m3) (kgh)
RE FHER RE HiRE R HHEE RE FEER
(£5/1FK) (Tr/K) (27/I5R) (T/H®) (2R/LHR) (Tr/B) (27/1HR) (f/%)
Average Observed Value 1.046 0.00525 ND - 0.014 5.3*10-5 ND -
THBUE <Note 1> FIRAL
AL
s>
Emission Limit 120 12 12 059 40 36 70 12
HHRE

Note 1: N.D= not detected, means the observed value is below the detection limit.
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Noise

The Group has conducted noise detection around the operation site.
Precisely, at one meter away from the factory perimeter, the sound
pressure of the noise is around 57dB (A) at daytime and 48 dB (A) at
night. According to the PRC Emission Standard for Industrial Enterprise
Noise at Boundary( { TR EMAIRIFREH BT E) )(GB 12348-
2008), the emission standard for the third grade is 65 dB (A) during
daytime and 55 dB (A) during night. The testing result indicates the
Group has complied with the noise emission standard requirement.
In FY2017, the Group did not receive any substantiated complaints
concerning noise from its nearby residents.

A.2.Use of Resources

The Group had complied with the relevant laws and regulations in
relation to the Group’s use of resources during the year under review.
In FY2017, resources consumed by the Group were electricity, gasoline,
diesel, water, paper, and packaging materials (by paper, plastic).

Table 3 The Group’s Total Use of Resources by Category in FY2017

B

AEBEELEISATABETRERA - &£
TRGERMAE —KE - REBEEABNAE
57dB(A) » TRE 4 /548dB(A) » BIEFE(T
R ZE R IR B R E B UZ%E ) (GB12348-
2008) © =AU 2ETE AE A65dB(A) © R
[ A55dB(A) » 1Rl R R ASEEE BT
IREIZERTE R -_T—+FHPHFE K
EBMRWEEHAERTMERRZHE

R e

A2.EREH

REEFEAN  AEECHEEREREST
HEEEERY - RZT—LFURFE -
AREBFOBERNERJESN ~ TH -~ 58
K AR RBEME (RS 25 -

FIR/AKER T~ FHHF ERES
EomERERBE

Intensity (Per

Resource Category Item Unit Amount Square metre)
EiRER 1EH B AE =E (B¥FX)
Energy Electricity KWh 13,839,935 1,842
BEIR e TR
Gasoline L 34,284 4.6
U #
Diesel L 56,809 7.6
s h 7
Water Water Tonnes 141,327 18.8
7k K L7
Packaging Materials By Paper Tonnes 530 0.07
BEME it Mg
By Plastic Tonnes 30 0.004
2R 17
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Electricity Consumption

The total electricity consumption of the Group amounted to 13,839,935
kWh in FY 2017. Notable, the electricity consumption was 31% less
as compared to total electricity consumed by the Group in financial
year of 2016 ("FY2016"). All of the Group’s electricity consumption
comes from the use of electric equipment and devices in its office
and machineries in its factories.

To ensure the effective use of electricity, a number of practices had
been implemented by the Group in FY2017, including but not limited

to the following:

In offices:

Turn office lights off whenever and wherever not necessary;
e Replace traditional lamps with power saving ones, like LED lights;

e Adjust and switch off the air-conditioners according to the
temperature and situation in the office

e Place posters “Saving Electricity, Turn Off the Light When Leaving”
in prominent places;

e Turn off all lights, computers, copiers and other electronics in
the office at the end of the day;

e  (Clean office equipment (such as air conditioners) regularly to
ensure high operating efficiency; and

e Use electronic facilities with energy saving label,

In factories:

Replace lamps that consume too much electricity with more
efficient ones;

e Turn off machines that are not in operation to avoid idling;
e Make good selection of the transformer capacity and motors;

e Arrange the operation of machines efficiently and repair
malfunctioned ones immediately; and

e  Optimise the operation procedure by replacing equipment with
more efficient ones.
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Energy

The Group consumes gasoline and diesel for its vehicle. In FY2017, the
amount of gasoline and diesel consumed by the Group was 34,284
L and 56,809 L respectively. The Group encourages energy saving
through simple measures, such as making the best use of room to
avoid unnecessary transportation, encouraging its employees to take
public transportation for commuting and replacing highly polluting
vehicles with more environmental-friendly vehicles.

Water Consumption

Water consumption by the Group includes domestic use and industrial
use. The consumption of water in FY2017 was 141,327 tonnes, which
was 7.5% less as compared to the total water consumed by the
Group in FY2016. To further reduce water consumption, the Group
has conducted the following practices:

e Adopt low-flow faucets or showers in the office and dormitory;

e The broken faucets or taps should be fixed by the plumber
immediately;

e Try to recycle domestic water in the daily practice;

e  Set a utilisation limit of water for every employee and charge
them for extra water bill as a trial project in several factories;

e  Encourage employees to save water by putting posters “Saving
Precious Water Resources” in prominent places;

e Advocate the virtue of preserving water and instilled the concept
of “Compliance with laws and regulations, Energy saving, Full
participation and Continuous improvement” in employees; and

e Carry out regular leakage tests on water tap, washers and other
defects in the water supply system;
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Paper Consumption

To ensure efficient use of paper, the Group has put in tremendous
efforts to reduce paper consumption by choosing more environmentally
friendly paper supplier, purchasing recycled paper instead of regular
ones, and reducing the amount of paper consumed in its office.
In FY2017, the Group had also taken measures to manage paper
consumption as described below:

“Think before print”: use posters and stickers as reminder for
office staffs;

e Use both side of paper: set computer default printing as double-
sided;

e  Give asecond chance: use the back of old single-sided documents
for printing or as draft paper;

e E-mail tips: remind staff of environmental protection through
email; and

e Go electronic: create electronic systems to reduce use of paper.

Packaging Material

The main packaging materials consumed by the Group are cartons
boxes in different sizes. In FY2017, the Group consumed 530 tonnes
of paper packaging materials and 30 tonnes of plastic packaging
materials. Consumption of packaging materials is on the made-to-
order basis, thus not many innovative measures have been taken to
reduce the consumption. Notwithstanding that, the Group has also
tried its best to minimise the environmental impact of packaging
material as much as possible. For instance, the containers such as
plastic containers, during the production should be recyclable if
possible. At the phase of delivery, the recyclable plastic containers
should be prioritised compared with paper ones, and the subsequent
central recycling process for wasted packaging materials must be in
place.
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A.3.The Environment and Natural Resources

The Group adheres to the concept of “safety, harmony and green
development” (“&%& + Mz - 4@ FE") while putting in unremitting
efforts in creating a resourcing-saving, environmentally-friendly
corporation.

The Group has never stopped its footsteps in creating a sustainable,
resilient and reliable company that reduces, or even eliminates, its
negative repercussions on the environment. The Group inspects and
monitors its operation regularly to ensure the Group does not exert
any negative environmental impact onto its surroundings. During the
reporting period, according to the inspection results, the Group are
in strict compliance with relevant environmental laws and regulations
regarding three wastes and noise.

Furthermore, apart from the efficient purification system of exhaust
gas and treatment process of wastewater, the Group keeps reforming
the oil smoke discharging system in the canteen, and has installed oil
smoke separation machines to ensure the meeting of the discharge
standard. The Group also advocates “Green Travel” and encourages its
employees to use electric cars and bicycles as means of transportation.

V. SOCIAL SUSTAINABILITY

The Group insist on the integrated philosophy of a people-oriented
management and an innovative mechanism. Through diversified
and humanistic management, the Group has established a close
relationship between the Group and its staff, and created a positive,
healthy and motivated corporate culture and work environment for
its employees. Meanwhile, the Group also has incessantly optimised
its human resources structure, and improved its management in order
to fully explore employees’ enthusiasm and initiatives.

EMPLOYMENT AND LABOUR PRACTICES
B.1. Employment

The Group embraces the concept of “To let everybody fully display
his/her talents and make the best use of everything” (" AZHA -
YIZE "), seeks to provide a safe and sound working environment
for employees, and cultivates employees talent in technology and
management.
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Law compliance

The Group’s human resources policies strictly adhere to the applicable
employment laws and regulations in Hong Kong and the PRC, including
but not limited to the Employment Ordinance ( {{E{&1%%1) ), and
Labour Law of the People’s Republic of China ( {FhZE A R FIE 44 &)
7A) ). The Group’s human resources department reviews and updates
relevant company policies regularly in accordance with the latest laws
and regulations.

Recruitment and promotion

To attract high-calibre candidates, the Group offers fair, competitive
remuneration and benefits based on the individuals' past performance,
personal attributes, job experiences and career aspiration. The Group
also makes references to market benchmarks in determining its
remuneration and benefit policies. As talent retention is vital to the
future business development of the Group, the Group constantly reviews
its compensation packages, and performs probationary and regular
evaluations according to the overall market environment, profitability
of the Group and employee’s performance in the past. In terms of the
career path, the Group divides the promotion of employees into two
types: In-department promotion and cross-department promotion.
Each kind of promotion necessitates different requirements and should
stick to different procedure strictly. This ensures that employees can be
recognised by the Group appropriately with respect to their efforts and
contributions. Meanwhile, any termination of employment contract
would be based on reasonable and lawful grounds.

Compensation and dismissal

Any appointment, promotion or termination of employment contract
would be based on reasonable, lawful grounds and internal policies,
such as staff handbooks. The Group strictly prohibits any kind of unfair
or unreasonable dismissals.

Working hours and rest periods

The Group has formulated its policy based on local employment laws
for determining working hours and rest period for employees. The
Group monitors its employee’s working hours, and employees who
work overtime may be compensated with overtime pay or additional
days off. In addition to basic paid annual leave and statutory holidays
stipulated by the employment laws of the local governments, employees
may also be entitled to additional leave entitlements such as marriage
leave, maternity leave, compassionate leave, bereavement leave with
paid as long as related documents are provided under the employment
law of the local government.
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Equal opportunity and anti-discrimination

As an equal opportunity employer, the Group is committed to creating
a fair, respectful and diverse working environment by promoting anti-
discrimination and equal opportunity in terms of all human resources
and employment decisions. For instance, training and promotion
opportunities, dismissals and retirement policies should be irrespective
of their gender, race, age, disability, family status, marital status, sexual
orientation, religion beliefs, nationality or any other non-job related
factors in all business units. The Group’s equal opportunities policy
allows zero tolerance to any workplace discrimination, harassment
or victimisation in accordance to relevant government legislation,
ordinances and regulations. Employees are encouraged to report any
incidents involving discrimination to the human resources department
of the Group. The Group will take responsibility for assessing, dealing
with, recording and taking any necessary disciplinary actions on such
incidents.

Other benefits and welfare

The Group provides employee welfare such as medical insurance,
annual physical examination and lunch allowance to its employees.
During some traditional Chinese festivals, employees may even receive
additional bonuses and gifts. The Group throws birthday parties for
employees and holds a series of activities, such as year-end dinner
party, lottery draw, fire drill competition. A number of socially useful
activities are also arranged by volunteers in the Group on a regular
basis. The Group believes that these events would help its employees
to relieve stress, and served to exemplify the Group’s corporate culture
of the spirit of solidarity and cohesion among its employees.

During the year under review, the Group was in compliance with
relevant laws and regulations in relation to compensation and
dismissal, recruitment and promotion, working hours, rest periods,
equal opportunity, diversity, anti-discrimination, welfare and other
benefits that have a significant impact on the Group.
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B.2. Health and Safety

To provide and maintain good working conditions and a safe and
healthy working environment, the Group’s safety and health policies are
in line with various laws and regulations stipulated by the Government
of Hong Kong and the PRC, including the Occupational Safety and
Health Ordinance, the Production Safety Laws of the PRC( (P EH %%
AEEJ%) ), and the People’s Republic of China Occupational Disease
Prevention Law( (R EIBZERBIEE) ).

The Group strives to provide a high-quality working environment for
its employees. The Group has established a series of inner policies
according to the ISO 14000 and OHSAS18000 for safe working
environment and protecting employees from occupational hazards,
such as the Regulation of Occupational Health and Safety, Regulation
of Industrial Accident, Emergency Response Plan and Emergency Rescue
System. In order to keep workers safe and avoid hazardous situation,
the Group regularly provides safety training, machine safeguarding
training, and emergency training.

The Group also sets stringent safety and labour practice standards
to minimise the risk of accidents and enhance the employees’ health
and safety awareness. The Group have implemented an occupational
health system by providing physical examination for employees every
year, especially occupational diseases examination for those exposed
to dust, toxic and hazardous materials. The Group provides work
injury insurance for relevant employees in case of any accident
during working hours or on the way between home and office.
Relevant employees in the operation site are required to be trained
on emergency management, hazardous materials handling, machine
safeguarding and occupational health and safety courses.

In FY2017, the Group had conducted emergency response drill, safety
inspections, cleaning of the air-conditioning systems, and disinfection
treatment of carpets. Besides, the Group had organised healthy work
bulletin, built up safety warning signs, set up safety banners and
slogans, prohibited smoking and drinking liquor in the workplace.
The Group implements the above policies in the operation site at
least twice per year and arranges specific department to monitor the
policy and practice strictly. During the operation process, to ensure
the health and safety of the employees, the Group provides various
personal protective equipment, such as anti-poison respirator, anti-
dust respirator, earplugs, earmuffs, goggles, safety shoes and so on,
to relevant employees.
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During the year under review, the Group was not in violation of any
of the relevant laws and regulations in relation to providing a safe
working environment and protecting the employees from occupational
hazards that have a significant impact on the Group,

B.3. Development and Training

The Group draws up training plans in accordance with the Group’s
training needs. Specifically, the Group offers comprehensive training
and development programmes to its staff in order to strengthen
their work-related skills and knowledge. The purpose is to equip
employee with the necessary skills, knowledge and attitudes to meet
the Group’s need. The Group has also formulated a set of internal
policies for development and training. The internal trainings initiated
by the Group target employees of different levels across various
departments, including company overview training, professional and
technical training, qualifications training, health and safety training,
and anti-bribery and corruption training.

The Group encourages outstanding employees to attend external
trainings and take professional qualification examinations for enhancing
their competitiveness and expanding their capacity through continuous
learning. The Group arranges external training organisations and
trainers to provide job-related trainings to its employees, so as to
make its employees achieve better working performance after receiving
appropriate training. Employees that take and pass professional
qualification examination are qualified for reimbursement.

Furthermore, the Group had provided other training activities to its
employees in FY2017, including but not limited to:

° In-service and transferred staff skills training;

e Professional job skills enhancement and technical backbone staff
training;

e Learning exchange opportunities like training seminars organised
by professionals;

e  Scheduled and focused year-round comprehensive skills training
for management staff; and

e Production safety training.
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B.4. Labour Standards

The Group strictly abides by the Employment Ordinance ( (/@& &
1) ), and Labour Law of the People’s Republic of China ( {FFZEA
RHAMBIZE)E) ) and other related labour laws and regulations
in Hong Kong and the PRC, to prohibit any child and forced labour
employment.

To combat against illegal employment on child labour, underage
workers and forced labour, the Group’s human resources staff requires
job applicants to provide valid identity documents before confirmation
of employment to ensure that the applicants are lawfully employable.
In situations where the hired staff is found to have provided false
identity during the recruitment process, the Group will terminate
the staff's employment immediately as it is a serious breach of the
Group's rules and regulations. The human resources department of
the Group is responsible for monitoring and ensuring compliance with
the latest relevant laws and regulations that prohibit child labour and
forced labour.

During the year under review, the Group was not in violation of any
of the relevant laws and regulations, in relation to the prevention of
child and forced labour that have a significant impact on the Group.

OPERATING PRACTICES
B.5. Supply Chain Management

As a socially responsible enterprise, it is critical and vital to maintain
and manage a sustainable and reliable supply chain. To achieve
this goal, the Group has conducted a comprehensive evaluation of
potential suppliers and thorough investigations of selected suppliers.
Meanwhile, the Group chooses suppliers based on their background,
product quantity and quality, price, customer service quality, reputation,
past cooperation experience, delivery time, and outcome from annual
evaluation so as to maintain a cooperative and sustainable relationship
with suppliers.
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The main raw materials the Group purchases are plastics, electronic
optical devices, hardware, and packaging materials. The Group has
stipulated internal regulations for procurement and the selection of
suppliers according to ISO9001. The Group requires its suppliers to hold
legal business license, provide high-class materials in terms of product
quality, and have an environmentally-friendly production process. In
order to be up to date with the latest business situation of its suppliers,
the Group makes regular visit and is in constant communication with
its suppliers. The purchase department is in charge of the evaluation
of the suppliers in the following four aspects: regulatory compliance,
employees rights, health and safety, and environmental sustainability.
The products provided by the suppliers must conform to national and
local environmental protection regulations and safety regulations.

To ensure sufficient supply, the purchasing department will keep
close contact with the suppliers and reserve products in advance.
Besides, the Group always has backup suppliers to avoid the lack
of supplies. The Group maintains close liaison with its suppliers to
ensure they comply with local laws and regulations in their country
during operations and stick to their corporate ethics. The Group has
formulated a policy on supplier management and divided the suppliers
into different groups according to the duration of the cooperation
and the scope of the cooperation so as to implement a differentiated
management strategy for the suppliers. Given the firm and stable
relationship between the Group and its suppliers, the Group can
be quickly informed of the suppliers’ situation through the internet,
phone calls, and other communication means. The Group will also
conduct annual evaluations upon contracts, especially in the aspect of
top management turnover, changes in production capacity, innovation
in manufacturing techniques and raw materials, and violations of the
law and discipline of the suppliers.

In FY2017, the Group did not experience any major difficulty in
obtaining adequate supplies of raw materials and packaging materials
to meet its production requirements.
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B.6. Product Responsibility

With regard to the Group’s product health and safety, advertising and
labelling, quality management, the Group is strictly in compliance
with the related rules and regulations in the PRC, such as Product
Quality Law of the PRC ( {#rZE AR HEAMBEIEREE%) ) and Law on
Protection of Consumer Rights and Interests of the PRC ( (R EB)H &
HiEZRR#E) ). The philosophy of the products and service of the
Group is to provide quick responses to the needs of its customers.
The Group’s slogan is “Improve constantly, Strive for excellence,
Customer comes first, Advance with times” (“ T2 ~ B8 -
ZPZE - HEEHME#"). Also, the Group is in line with the rules and
regulations stipulated by the EU including the Registration, Evaluation,
Authorisation, and Restriction of Chemicals (REACH) and Restriction of
Hazardous Substances (RoHS). The products sold within the European
Economic Area (EEA) must meet the requirements of the applicable EC
directives in order to obtain the CE marking. Moreover, the Group has
formulated a quality inspection management system that covers raw
materials, auxiliary ingredient, manufacturing process, product storage
procedure, packaging materials and finished products, and is in strict
compliance with the ISO 9001 management practices.

What is more, the Group has established standard procedures for
handling product enquires and customer’s complaints according to
ISO9001 management practices. Specifically, once the quality control
department receives complaints, they will confirm, analyse and finally
solve the problem by giving the relevant clients a convincing and
satisfied response in at most six days. By dealing with the substantiated
complaints in such strict procedure, the Group could considerably
strengthen its product offerings, service quality, and consequently
stay competitive in the market.

As for the recall issues, the Group has implemented its internal policies
including the “Control Procedure of Nonconforming Products” (““~
AI8ERIEHIREF ") and “Control Procedure of Returned Products”
("ERIERITFIFEF"). Precisely, once the Group receives returned
products, a detailed inspection would be initiated immediately, and the
Group will take full responsibility and recall the unqualified products
if the case is confirmed.
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To prevent dishonest or exaggerated advertisement that breaches the
principle of Advertising Law of the PRC ( {FFEE A R HEFIBEESE) )
and related laws and regulations, the Group has established internal
guidelines to monitor its marketing materials and product labelling.
Any exaggeration of offerings in the marketing materials is strictly
prohibited. If there is any non-compliance with the Group’s internal
guideline, which is regularly updated with the latest regulations
released by the government, the Group would carry out corrective
action immediately.

The Group is committed to abiding by the Consumer Protection Law
of the PRC ( (A ZE AR KEMBEIEEEREIREE) ) and the Personal
Data (Privacy) Ordinance to ensure that customers’ rights are strictly
protected. The Group prohibits the provision of customer information
to a third party without authorisation of the customer. All collected
personal data of customers during the course of business are treated as
confidential, kept securely and accessible by designated personnel only.

During the year under review, the Group was not in violation of any
relevant laws and regulations regarding health and safety, advertising,
labelling and privacy matters of its products that may have a significant
impact on the Group.

B.7. Anti-corruption

To maintain a fair, ethical and efficient business and working
environment, the Group strictly adheres to the local laws and
regulations relating to anti-corruption and bribery, irrespective of the
area or country where the Group conducts its business, such as the
Prevention of Bribery Ordinance, and Law of the PRC on Anti-money

Laundering ( (A #E A REMBIREEE) ).

The Group prohibits all forms of bribery and corruption, and requires
all employees to strictly abide by professional ethics and eliminate any
corruption and bribery. All employees are expected to discharge their
duties with integrity, to act fairly and professionally, and to abstain
from engaging in bribery activities or any activities, which might exploit
their positions against the Group's interests.
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The Group’s management remains committed to investigations
against any suspicious or illegal behaviour which might be related to
bribery, extortion, fraud and money-laundering to protect the Group’s
interests. The Group has set up an advice box and a hotline to enable
employees or outsiders to report any suspicious activities, such as any
requesting, receiving or accepting any forms of benefits from any
persons, companies or organisations having conflict of interest with
the Group, and misconducts.

Whistle-blowers can report verbally or in writing to the senior
management of the Group for any suspected misconduct with full
details and supporting evidence. The management will conduct
investigations against any suspicious or illegal behaviour to protect the
Group’s interests. The Group advocates a confidentiality mechanism to
protect the whistle-blowers against unfair dismissal or victimisation.
Where criminality is suspected, a report is made to the relevant
regulators or law enforcement authorities when the management
considers necessary.

During the year under review, the Group was not in violation of any of
the relevant laws and regulations in relation to bribery, extortion, fraud
and money laundering that have a significant impact on the Group.

COMMUNITY
B.8. Community Investment

As part of the Global community, the Group strives to improve society
through continuous community investment. Over the years, the Group
has actively carried out corporate social responsibilities and been
participating in various charity activities.

The Group is committed to promoting the economic development
and living environment of the community and insists on helping
individuals and organisation within the community. The Group is also
keen to support social welfare activities and community care projects,
and encourages its own employees to participate in these activities
and projects.

The Group believes that the development of communities is an
indispensable part of the prosperity of an enterprise. To better fulfil
its social responsibilities, the Group commits to relentlessly making
constant contributions to education, environmental protection and
reconstruction of the disaster-affected area, and steadfastly supporting
the healthy growth of communities.
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Independent Auditor’s Report

MAZARS

To the shareholders of K & P International Holdings Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of K & P
International Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 70 to 165, which comprise
the consolidated statement of financial position as at 31 December
2017, and the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Group as at 31 December
2017, and of its financial performance and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

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

Mazars CPA LIMITED

BEER ot v 05 A7 LA )
42nd Floor, Central Plaza
18 Harbour Road, Wanchai, Hong Kong
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Independent Auditor’s Report (continued

KEY AUDIT MATTERS

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

REEEE

MRRETFRERERMNEXHE - RS
HBAMGANBRERNEARSEZNS
o ZEEHERRMIETERES M BR
KREEAERBRERE MEMISHRES
HEHBYNER - ZMIEEE NMLFES
AREPINHREEENHERESFFE -

described below to be the key audit matters to be communicated in

our auditor’s report.

Key Audit Matter
HRENSEE

Valuation of land and buildings

ITHREFZIGE

Refer to note 13 to the consolidated financial statements
ELRF B BN 13

As at 31 December 2017, land and buildings held by
the Group were stated at fair value of HK$138,893,000.
Significant estimation and judgement are required by
management to determine the fair value of the land
and buildings, including the determination of valuation
techniques and the selection of different inputs in
the models. Management has engaged independent
professionally qualified valuers (the “Valuers”) whose work
has been relied on in the estimation of the fair value of
the land and buildings.

RZB—+F+_A=+—RH  EEERGzLHKE
FIAAFEESIERA138,893,000457T - ERERIELE
RAbEt R BB IEE T A EREREETR & ABE
ZEANETL T REFZATEER BEELING
BUEEREREGER(EERM]) - WERETIERG
At RETZAFEE-

How our audit addressed the Key Audit Matter
BMNESNMEERREETSE

Our key audit procedures over valuation of properties
included:

BT RS ERTELBREIZF 213 -

— Evaluating the competence, capabilities and objectivity
of the Valuers.

A EREBE - e RFEIE

— Assessing the appropriateness of the work of the Valuers

by making enquiries and considering the relevance and
reasonableness of key assumptions and methods used,
and the relevance and accuracy of the source data used.
M EREAAT R TIEN S @M RE RZ SR
BRREERSEYE - RAKIERTAE R RIRE
AERE N EE L o
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Independent Auditor’s Report (continued

OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

Those charged with governance are responsible for overseeing the
Group's financial reporting process.

Hit g

BERREFAHHEMENAR - HtERE
RERAMENER - ETREFEM R
RERPIRNE R X BREN RS o

BAHESEAMBHRERNBLL TRERME
£t o BT T EHZFEMEMBEREMTY
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BREZEE - RO TBEFEREAR
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RERBGEMBRE  REEEMAAM
IR - AR E B R R A B FE R A BD
B ABEAR A B R NF A B BREF el s R
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REFTERE  REEFHEEN BEKEER
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Independent Auditor’s Report (continued

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you,
as a body, in accordance with section 90 of the Bermuda Companies
Act 1981, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of
this report.

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

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

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

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

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

BB BT e M B RRAEN
B

BRI BERDHGEAVBRREBEREENF
£ i B SR BA BR T B B B RS AR PRI RIS
AERE  LHABBEHMERNZBEIR
FoAmEER BTERERIREER
FE—NN\—FREEFEOGRE - Rt zHh
AREREEME A - LA TS AREH
AREEMEMALTBEIAERE -

BRARBARKFORE - BETERERR
AR EAETHNRN R RRAENER
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Independent Auditor’s Report (continued

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

BB BT R e M B RRAEN
BE#®)

(continued)

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.

HESRA/FELE ST ERMERE T
L #Eam o IRIBFTERMEEE
ERAFHERSHABRAEBENEAT
FEEM - EMmAlseE st BEREMNR
BREENEEEARE ° MEFIRR
FEEATHEEE G BEEZEE
BEPRFAEAEIERSMBHRERD
RN E  REERNRETR -
ERIHRMNER - BZMINERIENE
ERENHRE B IEPAIRISHETEE -
AM - RRBEKIFAAEER S
B TRERBRERT o

e  Evaluate the overall presentation, structure and content of the o FIE4HZESMEHREROHBES|HRA - &
consolidated financial statements, including the disclosures, and BERAR(BIERE)EEURGES IS
whether the consolidated financial statements represent the MRS AT REEERZ S NEHE -
underlying transactions and events in a manner that achieves
fair presentation.

e  Obtain sufficient appropriate audit evidence regarding the o 3t BEEASTRNER TN
financial information of the entities or business activities within BHESAR BENETRE MU
the Group to express an opinion on the consolidated financial BHGRATBRERERER - A
statements. We are responsible for the direction, supervision and H BEEEZEANSR - EBMHMIT -
performance of the group audit. We remain solely responsible KM AETERAESITET -
for our audit opinion.

BHPMEERABEARBRTHENEH
- BETHENERESTERES  HPERE
BT B b AR E S M EREAT
R °

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

BATRAERREABRRIER - RAHM
ENCEREIENHERERERENR I
HNEERAEAEMERSETERME
SR FA BEMEMERIAREERNE
U AR RIBT S A6 o

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

K & P International Holdings Limited
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Independent Auditor’s Report (continued

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

(continued)

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

Mazars CPA Limited
Certified Public Accountants
Hong Kong, 27 March 2018

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

Or Ming Chiu

Practising Certificate number: P04786

BB BT e M B RRAEN

BE#)

HEERREARBBNERT - RAHEE
ZEH ARV BRROBARDEEN
£IH - AMEKERRETEHE - RIEZE
B E T EEZE R BRIPEEIERT
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Consolidated Income Statement

HE-_ZT—tF+-_A=+—HIEFE
Year ended 31 December 2017

2017 2016
—E—+tF —E—RE
Notes HK$ HK$
B aE BT BT
REVENUE PN 5 422,925,066 431,017,389
Cost of sales SHEMA (345,457,646) (378,419,345)
Gross profit EH 77,467,420 52,598,044
Other income and gains Hb WA Rz 5 4,828,262 12,564,077
Selling and distribution costs $HE AR (35,069,405) (35,361,815)
Administrative and other expenses TBREMER (36,600,166) (36,427,010)
Finance costs YN 6 (1,480,583) (1,675,059)
PROFIT/(LOSS) BEFORE TAX BB AER(EE) 7 9,145,528 (8,301,763)
Income tax (expense)/credit FrER (X ) &% 10 (853,668) 191,614
PROFIT/(LOSS) FOR THE YEAR KD TEE AT
ATTRIBUTABLE TO OWNERS REERR,/ (FHE)
OF THE COMPANY 8,291,860 (8,110,149)
EARNINGS/(LOSS) PER SHARE RDBEE A
ATTRIBUTABLE TO OWNERS SREF,(FE)
OF THE COMPANY 12
Basic HA HK3.11 cents &1l HK(3.04) cents /&l
Diluted g HK3.11 cents &4l HK(3.04) cents 7l

K & P International Holdings Limited
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Consolidated Statement of Comp

SEZHEBAR

HEZ

rehensive Income

Z—+F+ZA=+—HLEFE
Year ended 31 December 2017

2017 2016
—E—tF —ERF
HK$ HK$
&I BT
PROFIT/(LOSS) FOR THE YEAR REFERF(HE) 8,291,860 (8,110,149)
OTHER COMPREHENSIVE INCOME/ Hit2EBRA A (&8)
(LOSS)
Items that will not be reclassified to BIrEEHI»EEREAR
profit or loss: 2R :
Surplus arising from revaluation of T RAEF 2 B AR
land and buildings 19,051,608 12,190,768
Income tax effect St & (3,379,500) (4,441,346)
15,672,108 7,749,422
Items that may be reclassified HETEFIEERBAR
subsequently to profit or loss: ZIEH :
Exchange differences on translation of BMEBINEBRESE
foreign operations ZIEN =58 9,813,915 (12,727,767)
OTHER COMPREHENSIVE INCOME/ MRB AR EEHAM
(LOSS) FOR THE YEAR, NET OF TAX 2EWBA(EE) 25,486,023 (4,978,345)
TOTAL COMPREHENSIVE INCOME/ BATEBAFGEEE
(LOSS) FOR THE YEAR 2EBA (BB EE
ATTRIBUTABLE TO OWNERS OF THE
COMPANY 33,777,883 (13,088,494)

BHERERERAA
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Consolidated Statement of Financial Position

RZF—+tF+-A=+—H
At 31 December 2017

2017 2016
—E—+tfF —E—RF
Notes HK$ HK$
B 5E BT BT
NON-CURRENT ASSETS FERBEE
Property, plant and equipment YIS - RN RE 13 214,598,441 195,460,747
Prepaid land lease payments Taf A E R 14 11,579,982 11,269,694
Other intangible assets Hiv\mp B E 15 = -
Available-for-sale financial AHHESRIRE
investment 17 680,000 680,000
Total non-current assets EMBNE E MG 226,858,423 207,410,441
CURRENT ASSETS REBEE
Inventories =78 19 73,449,981 60,358,767
Prepayments, deposits and FARRIE - Re Rk
other receivables H b e U I8 20 12,184,497 9,977,939
Trade and bills receivables FEURBRTE R ZEiE 21 73,915,143 76,658,999
Tax recoverable G Ep L 719,310 =
Cash and cash equivalents HeNIREZEER 22 42,285,169 24,384,156
Total current assets MENE EBET 202,554,100 171,379,861
CURRENT LIABILITIES nEaE
Trade payables et BRIE 23 54,679,126 46,443,046
Accrued liabilities and et B EREM RN FIE
other payables 24 51,007,552 42,490,503
Interest-bearing bank and HERITREMEE
other borrowings 25 35,602,809 36,399,168
Tax payable FEFTIIE = 119,426
Total current liabilities mENE BB 141,289,487 125,452,143
NET CURRENT ASSETS REBEEFE 61,264,613 45,927,718
TOTAL ASSETS LESS HEERRBAERS
CURRENT LIABILITIES 288,123,036 253,338,159

K & P International Holdings Limited
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Consolidated Statement of Financial Position (continued)

R_T—+tF+-A=+—H
At 31 December 2017

2017 2016
—E—tF —E—RF
Notes HK$ HK$
M BT BT
NON-CURRENT LIABILITIES FEnBEME
Interest-bearing bank and BERTREMEE
other borrowings 25 3,522,050 5,894,556
Deferred tax liabilities EEF B E 27 17,762,111 14,382,611
Total non-current liabilities IERB B EET 21,284,161 20,277,167
Net assets BEFE 266,838,875 233,060,992
EQUITY s
Issued capital B3I TARAS 28 26,700,480 26,700,480
Reserves HiE 30(a) 240,138,395 206,360,512
Total equity M AR 266,838,875 233,060,992

EFecN T \F=ZA-tLARER
BERM - YA TIALTRERRE

Approved and authorised for issue by the board of directors on 27
March 2018 and signed on its behalf by

Lai Pei Wor Chan Yau Wah
REEH BRE
Director Director

EE -
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Consolidated Statement of Changes in Equity

BE-ZT—tF+-A=+—BHILFE
Year ended 31 December 2017

Share Asset  Exchange
Issued  premium Contributed revaluation fluctuation  Retained Total
capital  account surplus reserve reserve profits equity
(3 EX
BRARA ROEEE HABR  ERRE  RBRE REEN  BEER
HKS HK$ HKS HKS$ HKS HKS HKS$
BT AT BT AT BT B BT
At 1 January 2017 RZF-t5-A-A 26,700,480 50,856,881 660,651 61,303,482  (6,439,427) 99,978,925 233,060,992
Profit for the year REREH - - - - - 82915860 8291860
Other comprehensive income for the year: AEFEMREMA :
Exchange differences on translation of BEBNEHEEE
foreign operations LERES - - - - 9813915 - 9813915
Surplus arising from revaluation of BT RET
land and buildings, net of tax LEfER = = - 15,672,108 - - 15,672,108
Total comprehensive income for the year FEERENNEE - - - 15672108 9813915 8,291,860 33,777,883
At 31 December 2017 RZE-tEFZB=t-H 26700480 *50856,881  *660,651 *76,975590 *3,374,488 *108,270,785 266,838,875

K & P International Holdings Limited
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Consolidated Statement of Changes in EQuity (ontinued

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

Share Asset  Exchange
lssued  premium Contrbuted  revaluation  fluctuation ~ Retained Total
capital account surplus feserve reserve profits equity
gE EX
BETRE BROEER 4ARR  EMEE  RBRE  REEN  EREE
HK§ HKS HK$ HKS HK$ HKS HKS
i AT A AL A iy B
At 1 January 2016 RZE—F-A-H 26,700,480 50,856,381 660,651 53,554,060 6,288,340 108,089,074 246,149,486
Loss for the year KEEER - - - - - (8,110,149 (8,110,149)
Other comprehensive loss for the year: NEEEMEEER :
Exchange differences on translation of BEBINRHEEE
foreign operations ZEHER - - - - (12,727,767) - (12,727,767)
Surplus arising from revaluation of Bk RET
land and huildings, net of tax JERER - - - 174940 - - 1,749422
Total comprehensive loss for the year IEELEERLEE - - - 1749422 (12,727767) (8,110,149 (13,088,494)
At 31 December 2016 WZE-RE+ZA=T-H 26700480 *50.856,881  *660,651 *61,303,482 *(6439427) *99,978,925 233,060,992

* These reserve accounts comprise the consolidated reserves of HK$240,138,395
(2016: HK$206,360,512) in the consolidated statement of financial position.

L ORBAEMBRART EEREEEFE2S
4R A fk #5240,138,3958 T( —Z T — /N F ¢
206,360,512/87T) °
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Consolidated Statement of Cash Flows

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2017 2016
—E2—+F —E—RF
Notes HK$ HK$
Bt s BT BT
CASH FLOWS FROM OPERATING RETHZHERA
ACTIVITIES
Profit/(loss) before tax B pnaE R, (E1E) 9,145,528 (8,301,763)
Adjustments for: SRR
Finance costs BhE AN 6 1,480,583 1,675,059
Bank interest income SRITHBULA 5 (43,020) (35,630)
Depreciation e 13 13,940,490 16,102,428
Amortisation of prepaid land lease TES - Mo AR B S g
payments 14 290,707 296,132
(Gain)/loss on disposal of items of HEMZE  BER&E
property, plant and equipment 2 (Wak) /5B (417,435) 85,703
(Reversal of)/provision for impairment M - ME NE
loss on property, plant and equipment ZREBEGER) BE 13 (526,680) 4,835,785
(Reversal of)/provision for slow-moving T E (BE) B
inventories, net it (1,265,303) 5,626,028
22,604,870 20,283,742
Decrease in prepaid rent SNk = 142,800
Increase in inventories FEZEm (11,858,731) (974,899)
Increase in prepayments, deposits and TRNFUE - 12e REMEUGRIE
other receivables Z I (2,192,091) (352,491)
Decrease/(increase) in trade and FEWEEE R EE
bills receivables ZRA () 2,743,856 (2,149,718)
Increase in trade payables FEABRIE 2 38 4N 8,236,080 691,175
Increase/(decrease) in accrued liabilities Bt R E R EAMEN IR
and other payables 23, Crd) 8,517,049 (9,730,058)
Cash generated from operations KERBMESX 2 RE 28,051,033 7,910,551
Interest received BUFE 43,020 35,630
Interest paid EATFILE (975,968) (846,173)
Interest element on finance lease BMEMEMN T2 F BB
payments (504,615) (828,886)
Hong Kong profits tax paid B BBFIEHE (1,064,175) (1,119,363)
Overseas taxes paid EADEINHIR (653,229) (1,087,887)
Net cash flows from operating activities IREBSTE 7 IS AJRRE
— page 77 — 2778 24,896,066 4,063,872
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Consolidated Statement of Cash Flows (ontinued)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

2017 2016
—E—tfF —E—RF
Notes HK$ HK$
P& BT BT
Net cash flows from operating activities LR 2SR A FRE
- page 76 — %768 24,896,066 4,063,872
CASH FLOWS USED IN INVESTING REFB 2RSSR
ACTIVITIES
Purchases of items of property, plant BEME  BRELRE
and equipment (5,064,925) (5,544,890)
Proceeds from disposal of items of HEWE - BB MERE
property, plant and equipment FrS8 R0A 878,276 73,565
Net cash flows used in investing KRB EFZHEe R F5E
activities (4,186,649) (5,471,325)
CASH FLOWS USED IN FINANCING RETB2RERH
ACTIVITIES
New unsecured bank loans/revolving HEERRITER BREH
term loans/trust receipt loans BRatisER 31 62,117,840 49,122,046
Increase in discounted bills BRIRZE 3 7 310 31 31,999 345,603
Repayment of unsecured instalment EEEKASHER
loans/bank loans/revolving term loans/ RITER EREHER
trust receipt loans EHEWIEER 31 (59,454,910) (40,271,208)
New finance leases raised MR ENE 31 3,480,580 1,618,654
Capital element of finance lease MERENRZEREH
payments 31 (9,344,374) (10,868,303)
Net cash flows used in financing BMEERE IR R E5E
activities (3,168,865) (53,208)
NET INCREASE/(DECREASE) IN CASH ReRkEEEEEE
AND CASH EQUIVALENTS 2,/ (D) B8 17,540,552 (1,460,661)
Cash and cash equivalents at beginning FYIzHeRIReEEEE
of year 24,384,156 26,303,950
Effect of foreign exchange rate changes, [EREE) 7 & - F5E
net 360,461 (459,133)
CASH AND CASH EQUIVALENTS FRzHEeRELEEER
AT END OF YEAR 42,285,169 24,384,156
ANALYSIS OF BALANCES OF CASH ReREESHEBEH
AND CASH EQUIVALENTS 2o
Cash and bank balances e NMIRTTERS 22 42,285,169 24,384,156
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Notes to Consolidated Financial Statements

HE-_ZT—tF+-_A=+—HIEFE
Year ended 31 December 2017

2.1

CORPORATE INFORMATION

K & P International Holdings Limited (the “Company”) is a limited
liability company incorporated in Bermuda and its shares are
listed on the Main Board of The Stock Exchange of Hong Kong
Limited. Its registered office is located at Units 2304-06, 23rd
Floor, Riley House, 88 Lei Muk Road, Kwai Chung, New Territories,
Hong Kong.

During the year, the Company and its subsidiaries (together the
“Group”) were involved in the following principal activities:

e manufacture and sale of precision parts and components
(comprising keypads, synthetic rubber and plastic components
and part); and

e design, manufacture and sale of consumer electronic
products (comprising time, weather forecasting and other
products).

There were no significant changes in the nature of the Group’s
principal activities during the year.

BASIS OF PREPARATION

These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs"), which collective term includes all applicable HKFRSs,
Hong Kong Accounting Standards (“HKASs"”) and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA™), accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong Companies
Ordinance. These consolidated financial statements also comply
with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”). These consolidated financial statements have
been prepared under the historical cost convention, except for land
and buildings and an available-for-sale financial investment, which
have been measured at revalued amount/fair value as explained in
the accounting policies set out below. These consolidated financial
statements are presented in Hong Kong dollars.

These consolidated financial statements have been prepared on
a basis consistent with the accounting policies adopted in the
2016 consolidated financial statements except for the adoption
of the new/revised HKFRSs that are relevant to the Group and
effective from the current year as set out in note 2.2 to the
consolidated financial statements. A summary of other principal
accounting policies adopted by the Group is set out in note 2.4
to the consolidated financial statements.
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Notes to Consolidated Financial Statements (continued)

2.1 BASIS OF PREPARATION (continued)

Basis of consolidation

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

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

Changes in ownership interest

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

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

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017
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Notes to Consolidated Financial Statements (continued)

HE-_ZT—tF+-_A=+—HIEFE
Year ended 31 December 2017

2.2 CHANGES IN ACCOUNTING POLICIES AND 22 EBERRBEZEF

DISCLOSURES

The adoption of the new/revised HKFRSs that are relevant to the
Group and effective from the current year had no significant
impact on the consolidated financial statements of the Group
and the Company for current and prior year.

The Group has applied, for the first time, the following new/
revised HKFRSs that are relevant to the Group.

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax
Assets for Unrealised Losses
Annual Improvements to 2014-2016 Cycle: HKFRS12

HKFRSs

Amendments to HKAS 7: Disclosure Initiative

The amendments require entities to provide disclosures that
enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes
arising from cash flows and non-cash changes.

The adoption of the amendments results in the additional
disclosures in note 31 to the consolidated financial statements.
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Notes to Consolidated Financial Statements (continved)

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (continued)

Amendments to HKAS 12: Recognition of Deferred Tax
Assets for Unrealised Losses

The amendments clarify, among others, how to account for
deferred tax assets related to debt instruments measured at fair
value.

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

Annual Improvements 2014-2016 Cycle: HKFRS 12 -
Clarification of the scope

The amendments clarify that except for the summarised financial
information for subsidiaries, joint ventures and associates in which
the interests are classified or included in a disposal group that
is classified as held for sale in accordance with HKFRS 5, the
requirements of HKFRS 12 apply to interests in entities within
the scope of HKFRS 5.

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

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs 23 CEAMERARERZEBHRK

4= g

A=A

RN FREWNHRERZA - AEHE
WERFHRA TINEB MR EEH
B AFE MR ERZ R EHERT
ZEEMHREER

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

Annual Improvements to 2014-2016 Cycle: HKFRS 1 EAPERELED —E-NFE_T—N
HKFRSs and HKAS 28! ZERBHEER  FEH - FENKR

SERE 1K REE
SEIERIZE285Y

Amendments to HKAS 40 Transfers of Investment BREGRTERIFEL0 HBKEYE
Property’ S 2 1EET
Amendments to HKFRS 2 Classification and Measurement EATERELER UARONRZRSZH
of Share-based Payment BRZAER] BRETE
Transactions'
Amendments to HKFRS 4 Applying HKFRS 9 Financial ERMGHREED SAEBIEREERE
Instruments with HKFRS 4 B4R Z1EE] AR E B — Ot
Insurance Contracts! Rz BAIGHREE
AlFEoRemT A
HKFRS 9 Financial Instruments’ ERSEREER] BBEIA
ZB95
HKFRS 15 Revenue from Contracts with BRUERELER KATFELZIA
Customers' 1558
HK(IFRIC)-Int 22 Foreign Currency Transactions EA (BRI HRE INEXR S RFENAE
and Advance Consideration’ REZE®)—
REE225%
Annual Improvements to 2015-2017 Cycle? HRMERERER —T-—AFE_T—+t
HKFRSs JEEBEERE  FEE
HKFRS 16 Leases? EABmEER HE?
F165%
HK(IFRIC)-Int 23 Uncertainty over Income Tax EA (BRI ®RE FRIBEENEE 2
Treatments? REZEE)-
2235
Amendments to HKAS 28 Investments in Associates and EEGHELIE28 REBMENRRAED
Joint Ventures? SRZ{EET =2
Amendments to HKFRS 9 Prepayment Features with EANBREER AFAHEZRIER
Negative Compensation? B5RZIERT K2
HKFRS 17 Insurance Contracts3 ERTSHELD RBALS
175
Amendments to HKFRS 10 Sale or Contribution of Assets BANBHEEN EFEEBENEN
and HKAS 28 between an Investor and its FI0RNEEE AELECHIEE
Associate or Joint Venture? sPERIZE28 Yy HESTE

fEzT
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Notes to Consolidated Financial Statements (continued)

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

(continued)

! Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019
2 Effective for annual periods beginning on or after 1 January 2021
2 The effective date to be determined

The Group is in the process of making an assessment of what the
impact of these amendments, new standards and interpretations
is expected to be in the period of initial application. So far the
Group has identified some aspects of the new standards which
may have an impact on the consolidated financial statements.
Further details of the expected impacts are discussed below.
While the assessment has not been substantially completed for
HKFRS 9, HKFRS 15 and HKFRS 16, the actual impacts upon the
initial adoption of the standards may differ as the assessment
completed to date is based on the information currently available
to the Group, and further impacts may be identified before the
standards are initially applied in the Group’s interim financial
report for the six months ended 30 June 2018. The Group
may also change its accounting policy elections, including the
transition options, until the standards are initially applied in that

financial report.

HKFRS 9: Financial instruments

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

and measurement of financial liabilities.

HKFRS 9 is effective for annual periods beginning on or after 1

January 2018 on a retrospective basis.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

(continued)

HKFRS 9: Financial instruments (continued)

Expected impacts of the new requirements on the Group’s
consolidated financial statements are as follows:

(a) Classification and measurement

HKFRS 9 contains three principal classification categories for
financial assets: measured at (1) amortised cost, (2) fair value
through profit or loss (“FVTPL") and (3) fair value through
other comprehensive income (“FVTOCI"”). The classification
for debt instruments is determined based on the entity’s
business model for managing the financial assets and the
contractual cash flow characteristics of the asset. If a debt
instrument is classified as FVTOCI then interest revenue,
impairment and gains/losses on disposal will be recognised
in profit or loss.

Based on the Group’s financial instruments and risk
management policies as at 31 December 2017, the directors
of the Company anticipate to have potential impact on
initial application of HKFRS 9 in respect of club membership
classified as available-for-sale investment carried at fair value
as disclosed in note 17. This club membership will not satisfy
the conditions for classification as financial assets at FVTOCI
or financial assets at amortised cost. Hence, they will be
reclassified to financial assets at FVTPL. The other financial
assets and financial liabilities will continue to be measured
on the same bases as are currently measured under HKAS 39.
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2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

(continued)

HKFRS 9: Financial instruments (continued)

(b)

Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected credit
loss” model. Under the expected credit loss model, it will
no longer be necessary for a loss event to occur before an
impairment loss is recognised. Instead, an entity is required
to recognise and measure either a 12-month expected credit
loss or a lifetime expected credit loss, depending on the
asset and the facts and circumstances.

The Group expects that the application of the expected
credit loss model may result in earlier recognition of credit
losses. Based on a preliminary assessment, the directors of
the Group anticipate that the adoption of HKFRS 9 would
not have material impact on the results and financial position
of the Group.

e MR RME

Notes to Consolidated Financial Statements (continved)

23 B2

HE-_ZT—tF+-_A=+—BHIEFE
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

(continued)

HKFRS 15: Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for recognising
revenue from contracts with customers. HKFRS 15 will replace
the existing revenue standards, HKAS 18: Revenue, which covers
revenue arising from sale of goods and rendering of services, and
HKAS 11: Construction contracts, which specifies the accounting
for revenue from construction contracts.

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

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

Step 4. Allocate the transaction price to the performance
obligations in the contract

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

Based on the assessment completed to date, the Group has
identified the following areas which may be affected:
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Notes to Consolidated Financial Statements i)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs 23 EEMBEMKRERZEBHK
(continued) xR (&)
HKFRS 15: Revenue from contracts with customers (continued) EABREEREISH : KERF
BRI (E)
(a) Timing of revenue recognition (a) WAHERZ BFE]

The Group's revenue recognition policies are disclosed in note
2.4 of these consolidated financial statements. Currently,
revenue from the sale of goods is generally recognised
when the risks and rewards of ownership have passed to
the customers.

Under HKFRS 15: revenue is recognised when the customer
obtains control of the promised good or service in the
contract. HKFRS 15 identifies 3 situations in which control of
the promised good or service is regarded as being transferred
over time:

(i)  When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

(i) When the entity’s performance creates or enhances an
asset (for example work in progress) that the customer
controls as the asset is created or enhanced;

(iii) When the entity’s performance does not create an asset
with an alternative use to the entity and the entity
has an enforceable right to payment for performance
completed to date.

If the contract terms and the entity’s activities do not fall
into any of these 3 situations, then under HKFRS 15 the
entity recognises revenue for the sale of that good or service
at a single point in time, being when control has passed.
Transfer of risks and rewards of ownership is only one of
the indicators that will be considered in determining when
the transfer of control occurs.

The Group has assessed that the new revenue standard is
not likely to have significant impact on how it recognises
revenue from sale of goods.
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs 23 CEAMERARERZEBHRK

(continued)

HKFRS 15: Revenue from contracts with customers (continued)

(b) Sales with a right of return
HKFRS 15 requires separate presentation on the consolidated
statement of financial position of the right to recover the
goods from the customer and the refund obligation.

Currently when the customers are allowed to return the
Group's products, the Group estimates the level of expected
returns and makes an adjustment against revenue.

Due to the large size and low value of the Group’s products,
the historical goods return rate is very low. The financial
impact of applying new HKFRS 15 is not material.

HKFRS 16: Leases

HKFRS 16 introduces a comprehensive model for the identification
of lease arrangements and accounting treatments for both lessors
and lessees. HKFRS 16 will supersede HKAS 17: Leases and the
related interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on the basis
of whether an identified asset is controlled by a customer.
Distinctions of operating leases and finance leases are removed
for lessee accounting, and is replaced by a model where a right-
of-use asset and a corresponding liability have to be recognised
for all leases by lessees, except for short-term leases and leases
of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses, adjusted
for any remeasurement of the lease liability. The lease liability
is initially measured at the present value of the lease payments
that are not paid at that date. Subsequently, the lease liability is
adjusted for interest and lease payments, as well as the impact
of lease modifications, amongst others. For the classification of
cash flows, operating lease payments are currently presented
as operating cash flows. Upon application of HKFRS 16, lease
payments in relation to lease liability will be allocated into a
principal and an interest portion which will be presented as
financing cash flows by the Group.
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Notes to Consolidated Financial Statements (continued)

2.3 ISSUED BUT NOT YET EFFECTIVE HKFRSs

(continued)

HKFRS 16: Leases (continued)

In contrast to lessee accounting, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17, and
continues to require a lessor to classify a lease either as an
operating lease or a finance lease.

HKFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which are
currently classified as operating leases. The application of the
new accounting model is expected to lead to an increase in both
assets and liabilities and to impact on the timing of the expense
recognition in the profit or loss over the period of the lease.

As disclosed in note 32 to these consolidated financial statements,
at 31 December 2017 the Group’'s future minimum lease
payments under non-cancellable operating leases amounted to
HK$1,183,173 for properties, which is payable between 1 and 2
years after the reporting date. A preliminary assessment indicates
that these arrangements will meet the definition of a lease under
HKFRS 16, and hence the Group will recognise a right-of-use
asset and a corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases upon the
application of HKFRS 16.

Furthermore, the application of new requirements may result
changes in measurement, presentation and disclosure as indicated
above.

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

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE

POLICIES
Subsidiaries

A subsidiary is an entity that is controlled by the Group. The
Group controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.
The Group reassesses whether it controls an investee if facts and
circumstances indicate that there are changes to one or more of
the elements of control.

In the Company’s statement of financial position which is
presented within these notes, an investment in subsidiary is
stated at cost less impairment loss.

Related parties

A related party is a person or entity that is related to the Group.
(@) A person or a close member of that person’s family is related
to the Group if that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(iii) is @ member of the key management personnel of the
Group or of the parent of the Group.

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

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

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

(iii) Both entities are joint ventures of the same third party.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Related parties (continued)

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

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

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

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

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

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

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

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

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

In the definition of a related party, an associate includes subsidiaries

of the associate and a joint venture includes subsidiaries of the
joint venture.
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Property, plant and equipment

Property, plant and equipment are stated at cost or valuation
less accumulated depreciation and any impairment losses. The
cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the
asset to its working condition and location for its intended use.
Repairs and maintenance are charged to profit or loss during
the year in which they are incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major
inspection is capitalised in the carrying amount of the asset as
a replacement. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the Group
recognises such parts as individual assets with specific useful
lives and depreciation.

Land and buildings are stated at revalued amount, being the
fair value at the date of valuation less accumulated depreciation
and accumulated impairment losses. Valuations are performed
frequently to ensure that the fair value of a revalued asset
does not differ materially from its carrying amount. Changes in
the values of property, plant and equipment are dealt with as
movements in the asset revaluation reserve. Decrease in valuation
are first offset against increase on earlier valuations in respect
of the same asset and thereafter charged to profit or loss. Any
subsequent revaluation surplus is credited to profit or loss to
the extent of the deficit previously charged and thereafter to
revaluation reserve.

As the Group’s lease payments for its leasehold land and buildings
cannot be allocated reliably between the land and buildings
elements at the inception of the lease because similar land
and buildings are not sold or leased separately, the entire lease
payments are included in the cost of the leasehold land and
buildings as a finance lease in property, plant and equipment.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Property, plant and equipment (continued)

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

2% t0 2.7%
2.5% to 30%
10% to 25%
10% to 30%

Land and buildings
Leasehold improvements
Plant and machinery
Furniture, fixtures and
office equipment
Motor vehicles 20% to 25%
Moulds 20% to 33.33%

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

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at
the end of each reporting period.

An item of property, plant and equipment and any significant
part initially recognised is derecognised upon disposal or when
no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss on disposal or
retirement recognised in profit or loss in the year the asset is
derecognised is the difference between the net sales proceeds
and the carrying amount of the relevant asset. On disposal of
a revaluated asset, the relevant portion of the asset revaluation
reserve realised in respect of previous valuations is transferred
to retained profits as a movement in reserves.
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is their fair value at the date of acquisition.
The useful lives of intangible assets are assessed as either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful lives and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at
least at the end of each reporting period.

Intangible assets with indefinite useful lives are not amortised,
but are tested for impairment annually, either individually or at
the cash-generating unit level. The assessment of indefinite life
is reviewed annually to determine whether the indefinite life
continues to be supportable. If not, the change in the useful
life assessment from indefinite to finite is made on a prospective
basis.

Development costs

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate
the followings: 1) the technical feasibility of completing the project
related to the intangible asset so that it will be available for use
or sale; 2) its intention to complete and its ability and intention
to use or sell the asset; 3) how the asset will generate future
economic benefits; 4) the availability of resources to complete
the project; and 5) the ability to measure reliably the expenditure
during the development. Product development expenditure which
does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any accumulated
amortisation and impairment losses and are amortised using the
straight-line basis over the commercial lives of the underlying
products (not exceeding five years), commencing from the date
when the products are put into commercial production.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group are accounted for as finance
leases. All other leases are classified as operating leases. At
the inception of a finance lease, the cost of the leased asset
is capitalised at the lower of the fair value of the leased assets
and the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the consolidated
statement of financial position as finance lease obligation. Assets
held under capitalised finance leases are recognised as assets
of the Group. The finance costs of such leases are charged to
the consolidated income statement so as to provide a constant
periodic rate of charge over the lease term.

Rentals payable under operating leases net of any incentives
are charged to profit or loss on the straight-line basis over the
lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms.

Financial assets
Initial recognition and measurement

Financial assets are classified as financial assets at fair value
through profit or loss, loans and receivables, or as available-for-
sale financial investments, as appropriate. The Group determines
the classification of its financial assets at initial recognition. When
financial assets are recognised initially, they are measured at fair
value, plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs.
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Financial assets (continued)
Initial recognition and measurement (continued)

All regular way purchases and sales of financial assets are
recognised on the trade date (the date that the Group commits
to purchase or sell the asset). Regular way purchases or sales
are purchases or sales of financial assets that require delivery of
assets within the period generally established by regulation or
convention in the marketplace.

The Group’s financial assets include cash and cash equivalents,
trade and bills receivables, deposits and other receivables and
available-for-sale financial investment.

Subsequent measurement

The subsequent measurement of financial assets depends on
their classification as follows:

Loans and receivables

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

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Financial assets (continued)
Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets that are either designated at this category or not classified
in any of the other categories of financial assets.

After initial recognition, available-for-sale financial investments
are subsequently measured at fair value with unrealised gains or
losses recognised in other comprehensive income and credited to
the available-for-sale financial investment valuation reserve until
the investment is derecognised, at which time the cumulative
gain or loss is recognised in other operating income, or the
investment is determined to be impaired, when the cumulative
loss is reclassified from the available-for-sale financial investment
valuation reserve to the consolidated income statement in
finance costs. Interest and dividends earned are reported as
interest income and dividend income in the consolidated income
statement respectively.

When the fair value of unlisted investment cannot be reliably
measured because (a) the variability in the range of reasonable
fair value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot
be reasonably assessed and used in estimating fair value, such
securities are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell
its available-for-sale financial investments in the near term is
still appropriate. When, in rare circumstances, the Group is
unable to trade these financial assets due to inactive markets, if
management has the ability and intention to hold the assets for
the foreseeable future or until maturity, the Group may elect to
reclassify these financial assets.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

24 EAESTHERBE(2)

TRHEEE)
TR E 2 BIRE

A ESRBIRE RIEE RILERRT
TOEREMERMEERRZIFTLES
BEE -

RAHERE - AR ESRRERA
FEEFE  ERERREHEENE
fEHRARER LA ARATHEES
MIREGLERFE BEEZREDUHRE
R ERNRREHBRERSE M
RERN - HZBEREERRE B
R RFHRAE R AR ESRRE L
BEREEFTDRELEETERZBEK
AR - PIRBMZMERREDRIZ2HR
M BHA R BB ARERE R

3F LI 2 AP BET R R AR
£ FEAQXREEARATHEE
)t 180 8] 9 K 08 4 B0 ()0 4G
ST 2 TR TR A TR R
AR HATEE - ARSES IR
PR FE AL E 5318 -

AEEEFHEERSRAHEHEE
TREBRENENLRBEEEDAEE
HWAREEELBNBERT - BRMS
MTRRMARLESREE - BNE
BEERENREEAEARARNRERE
IMBFEELEE  AREFEEEE
BAEELSREE -

BHERERERAA
—E-tFEFER




SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised when:

e therights to receive cash flows from the asset have expired,;
or

e the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either (a)
the Group has transferred substantially all the risks and
rewards of the asset, or (b) the Group has neither transferred
nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if, and to what extent, it has retained the risks
and rewards of ownership. When it has neither transferred nor
retained substantially all the risks and rewards of the asset, nor
transferred control of the asset, the Group continues to recognise
an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Impairment of financial assets

The Group assesses, at the end of each reporting period, whether
there is objective evidence that a financial asset or a group of
financial assets other than financial assets at fair value through
profit or loss is impaired. An impairment exists if one or more
events that has occurred since the initial recognition of the asset
(anincurred “loss event”), has an impact on the estimated future
cash flows of the financial asset or the 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 observable data indicating
that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that
correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial assets
that are individually significant, or collectively for financial assets
that are not individually significant. If the Group determines that
no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for
which an impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future expected
credit losses that have not yet been incurred). The present value
of the estimated future cash flows is discounted at the financial
asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition). If a loan has a variable
interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use
of an allowance account and the loss is recognised in the
consolidated income statement. Interest income continues to
be accrued on the reduced carrying amount using the rate of
interest used to discount the future cash flows for the purpose
of measuring the impairment loss. Loans, together with the
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised
or has been transferred to the Group.

If, in a subsequent year, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account.
If a write-off is later recovered, the recovery is credited to finance
cost in the consolidated income statement.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses
at the end of each reporting period whether there is objective
evidence that an investment or a group of investments is impaired.

If an available-for-sale financial asset is impaired, an amount
comprising the difference between its cost (net of any principal
payment and amortisation) and its current fair value, less any
impairment loss previously recognised in the consolidated
income statement, is reclassified from equity to profit or loss as
a reclassification adjustment.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Impairment of financial assets (continued)
Available-for-sale financial investments (continued)

In the case of equity investments classified as available-for-sale,
objective evidence would include a significant or prolonged decline
in the fair value of the investment below its cost. “Significant”
is evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value has been
below its original cost. When there is evidence of impairment,
the cumulative loss (measured as the difference between the
acquisition cost and the current fair value, less any impairment
loss on that investment previously recognised in the income
statement) is removed from other comprehensive income and
recognised in the consolidated income statement. Impairment
losses on equity instruments are not reversed through profit or
loss; increases in their fair value after impairment are recognised
in other comprehensive income.

The determination of what is “significant” or “prolonged” requires
judgement. In making this judgement, the Group evaluates,
among other factors, the durations or extend to which the fair
value of an investment is less than its costs.

In the case of debt instruments classified as available-for-sale, the
impairment is assessed based on the same criteria as financial
assets carried at amortised cost. However, the amount recorded
for impairment is the cumulative loss (measured as the difference
between the amortised cost and the current fair value, less
any impairment loss on that investment previously recognised
in the consolidated income statement). Impairment losses on
debt instruments are reversed through the consolidated income
statement, if the increase in fair value of the instruments can be
objectively related to an event occurring after the impairment loss
was recognised in the consolidated income statement.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings,
payable, or as derivatives designated as hedging instruments in
an effective hedge, as appropriate.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

24 EAESTHERBE(2)

TREEREE)
AR E 2 BIRE (B)

A AR EWSIER] T BRI - RIE
B ERZBAREN A FEEARE
S RMKEEREKAE - [EXEF
EHRERERA R FHEME | RFEY
HIEE A FEEERMAKRAE o {3
WETR - B REHE R (RUIE K A 5
AR A FEENEZRRZARE LT
MR AR E R ER 8) 8
feEpEEBATBE - AR&EEFE
RAHER - EHE T A ZREBBETE
BEERED - MEXFHEERNRER
HYIE INER (D & B RN A 2 E A

BEIERINKFEN |2 ERAELH
B o PMEH LA RS - RERE AR P
ZAZBEEFASTEEN  MEKE
ZAFEERRERA

W ER T AWSIERT &8R- Alg
RN AR SR EEER D
RAEEITAE - (BR - RERESRER
Rt BR(REBHERARBRAFEE
M EBRZ AR E T ERA MERA
ERHEMBEBEE) - MEHKL
AR FHEEMIZINA T RN RS F
HERARERRERERRZE LN EFER
B AlgERRATBRBEEKTA
R EETE

TEAE

IR E
EREBERVFERASOEREAFE
Bt \EERNERAE  EXKE
B - BN FORSEE AA R E T Eh
TAMTETA -

BHERERERAA
—E-tFEFER

101




SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Financial liabilities (continued)
Initial recognition and measurement (continued)

All financial liabilities are recognised initially at fair value and,
in the case of loans and borrowings and payable, net of directly
attributable transaction costs.

The Group’s financial liabilities include trade and other payables
and loans and borrowings including interest-bearing bank and
other borrowings.

Subsequent measurement

The measurement of financial liabilities depends on their
classification, as described follows:

Loans and borrowings

After initial recognition, interest-bearing bank and other
borrowings are subsequently measured at amortised cost, using
the effective interest rate method unless the effect of discounting
would be immaterial. Gains and losses are recognised in profit or
loss when the liabilities are derecognised as well as through the
effective interest rate method amortisation process.

Amortised cost is calculated by taking into account any discount
or premium on acquisition and fees or costs that are an integral
part of the effective interest rate. The effective interest rate
amortisation is included in finance costs in the consolidated
income statement.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange
or modification is treated as the derecognition of the original
liability and the recognition of a new liability. The difference in
the respective carrying amounts is recognised in the consolidated
income statement.
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Notes to Consolidated Financial Statements i)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the consolidated statement of financial
position if there is currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net
basis, to realise the asset and settle the liability simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis and, in
the case of work in progress and finished goods, comprises cost
of direct materials and labour and a proportion of manufacturing
overheads. Net realisable value is the estimated selling prices
in the ordinary course of business, less any estimated costs of
completion and the estimated costs necessary to make the sale.

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

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, having been
generally within three months of maturity at acquisition, less
bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For classification in the consolidated statements of financial
position, cash and cash equivalents represent assets similar in
nature to cash and, which are not restricted as to use.
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Impairment of non-financial assets

At the end of each reporting period, the Group reviews internal
and external sources of information to assess whether there
is any indication that its property, plant and equipment and
prepaid land lease payments may be impaired or impairment
loss previously recognised no longer exists or may be reduced. If
any such indication exists, the recoverable amount of the asset
is estimated, based on the higher of its fair value less costs of
disposal and value in use. Where it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates
the recoverable amount of the smallest group of assets that
generates cash flows independently (i.e. cash-generating unit).

If the recoverable amount of an asset or a cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its
recoverable amount. Impairment losses are recognised as an
expense immediately, except where the relevant asset is carried
at revalued amount in which case the impairment loss is treated
as a revaluation decrease in accordance to the accounting policy
relevant to that asset.

A reversal of impairment loss is limited to the carrying amount
of the asset or cash-generating unit that would have been
determined had no impairment loss been recognised in prior
years. Reversal of impairment loss is recognised as income in profit
or loss immediately, except where the relevant asset is carried at
revalued amount, in which case the reversal of impairment loss is
treated as a revaluation increase in accordance to the accounting
policy relevant to the asset.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Provisions

Provisions are recognised when the Group has a present legal
or constructive obligation as a result of past events, when it is
probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and when a
reliable estimate of the amount of obligation can be made.
Expenditures for which a provision has been recognised are
charged against the related provision in the year in which the
expenditures are incurred. Provisions are reviewed at the end of
each reporting period and adjusted to reflect the current best
estimate. Where the effect of the time value of money is material,
the amount provided is the present value of the expenditures
expected to be required to settle the obligation. Where the
Group expects a provision to be reimbursed, the reimbursement is
recognised as a separate asset but only when the reimbursement
is virtually certain.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
either in other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior periods
are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively
enacted by the end of the reporting period in the countries where
the Group operates and generated taxable income.

Deferred tax is provided using the liability method on all temporary
differences between the tax bases of assets and liabilities and
their carrying amounts for financial reporting purposes at the
end of the reporting period.
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

24 EXSTHHERME (&)
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Deferred tax liabilities are recognised for all taxable temporary
differences, except:

where the deferred tax liability arises from the initial
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where the deferred tax asset relating to the deductible
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neither the accounting profit nor taxable profit or loss; and
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with investments in subsidiaries, deferred tax assets are
only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the
temporary differences can be utilised.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at the
end of each reporting period and are recognised to the extent
that it has become probable that future taxable profit will allow
the deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets against
current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Revenue recognition

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

From the sale of goods, when the significant risks and rewards of
ownership have been transferred to the buyer, provided that the
Group maintains neither managerial involvement to the degree
usually associated with ownership, nor effective control over
the goods sold.
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SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Share-based payment transactions

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the
form of share-based payment transactions, whereby employees
render services as consideration for equity instruments (“equity-
settled transactions”).

The cost of equity-settled transactions with employees for grants
is measured by reference to the fair value at the date at which
they are granted.

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

No expense is recognised for awards that do not ultimately vest
because non-market performance and/or service conditions have
not been met where awards include a market or non-vesting
condition, the transactions are treated as vested irrespective of
whether or not the market or non-vesting condition is satisfied,
provided that all other performance and/or service conditions
are satisfied.

Where the terms of an equity-settled award are modified, the
minimum expense recognised is the grant date fair value of the
unmodified award, provided as the original terms of the award
are met. An additional expense, measured as at the date of
modification, is recognised for any modification that increases
the total fair value of the share-based payment transaction, or
is otherwise beneficial to the employee.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Share-based payment transactions (continued)

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

Where an equity-settled award is cancelled, it is treated as if
it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
However, if a new award is substituted for the cancelled award,
and designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the
previous paragraph. Share-based payment transactions in which
the Company grants share options to subsidiaries’ employees
are accounted for as an increase in value of investment in
subsidiaries in the Company’s statement of financial position
which is eliminated on consolidation.

Equity-settled share-based payment transactions with parties
other than employees are measured at fair value of the goods or
services received, except where the fair value cannot be reliably
estimated, in which case they are measured at the fair value
of the equity instruments granted. In all cases, the fair value
is measured at the date the Group obtains the goods or the
counterparty renders the services.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of diluted earnings per share.

Employee benefits
Short term employee benefits

Salaries, annual bonuses, paid annual leave, contributions to
defined contribution retirement plans and the cost of non-
monetary benefits are accrued in the year in which the associated
services are rendered by employees.
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 ERSHBERE (&)

POLICIES (continued)
Employee benefits (continued)
Retirement benefit schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme"”) under the
Mandatory Provident Fund Schemes Ordinance in Hong Kong for
all of its eligible employees. Contributions are made based on
a percentage of the employees’ basic salaries and are charged
to the consolidated income statement as they become payable
in accordance with the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from those of the Group
in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute certain percentage of their
payroll costs to the central pension scheme. The contributions are
charged to the consolidated income statement as they become
payable in accordance with the rules of the central pension
scheme.

Termination benefits

Termination benefits are recognised when, and only when, the
Group demonstrably commits itself to terminate employment
or to provide benefits as a result of voluntary redundancy by
having a detailed formal plan which is without realistic possibility
of withdrawal. The termination benefits for the employees of
the Group’s subsidiaries which operate in Mainland China are
charged to profit or loss when they become payable based on
the requirement of the labour law in Mainland China.
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Notes to Consolidated Financial Statements (continued)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Foreign currencies

The Group’s consolidated financial statements are presented in
Hong Kong dollars, which is the Company’s functional currency.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions are initially recorded by entities in the Group at
their respective functional currency spot rates at the date of the
transactions first qualifies for recognition. Monetary assets and
liabilities denominated in foreign currencies are retranslated at
the functional currency spot rates of exchange at the end of the
reporting period. All differences are taken to the consolidated
income statement. Non-monetary items that are measured in
terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value is determined.

The results and financial position of all the group entities that
have a functional currency different from the presentation
currency (“foreign operations”) are translated into Hong Kong
dollars, the presentation currency. As at the end of the reporting
period, the assets and liabilities of these entities are translated
at the closing rate at the end of the reporting period and their
income and expenses for each income statement are translated
at the average exchange rates. The resulting exchange differences
are recognised in other comprehensive income and accumulated
in the exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive income
relating to that particular foreign operation is recognised in the
consolidated income statement.

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into Hong
Kong dollars at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas subsidiaries
which arise throughout the year are translated into Hong Kong
dollars at the average exchange rates for the year.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

Inventories

The Group does not have a general provisioning policy on
inventories based on ageing given that the inventories are not
subject to frequent wear and tear or frequent technological
changes. However, as a significant portion of the working capital
is devoted to inventories, operational procedures have been
in place to monitor this risk. The Group reviews the inventory
ageing listing on a periodical basis for those aged inventories. This
involves comparison of the carrying value of the aged inventory
items with the respective net realisable value. The purpose is
to ascertain whether allowance is required to be made in the
consolidated financial statements for any obsolete and slow-
moving items. In addition, physical counts on all inventories are
carried out on a periodical basis in order to determine whether
the allowance needs to be made in respect of any obsolete and
defective inventories identified.

Trade receivables

In judging whether allowances for estimated irrecoverable
amounts of the trade receivables have to be recognised in
the consolidated financial statements, the Group takes into
consideration if there is objective evidence that the Group will
not be able to collect the debts. Following the identification
of doubtful debts, the Group’s responsible personnel discuss
with the relevant customers and report to management on the
recoverability. Specific allowance is only made for receivables that
are unlikely to be collected.
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Notes to Consolidated Financial Statements (continued)

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Impairment of property, plant and equipment

Determining an appropriate amount of an impairment requires
an estimation of recoverable amounts of relevant property, plant
and equipment or the respective cash generating units (“CGU")
to which the property, plant and equipment belong, which is the
higher of value in use and fair value less cost of disposal. If there
is any indication that an asset may be impaired, the recoverable
amount shall be estimated for individual asset. If it is not possible
to estimate the recoverable amount of the individual asset, the
Group shall determine the recoverable amount of the CGU to
which the asset belongs. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from
the relevant assets or the CGU and a suitable discount rate in
order to calculate the present value. The discount rate represents
rate that reflects current market assessments of time value of
money and the risks specific to the asset or the CGU for which
the future cash flow estimates have not been adjusted. Where
the actual future cash flows are less than expected or there
is a downward revision of future estimated cash flows due to
unfavourable changes in facts and circumstances, an additional
impairment loss may arise. At 31 December 2016, impairment
losses of HK$4,835,785 had been recognised for property, plant
and equipment in consumer electronics products segment. At 31
December 2017, reversal of impairment losses of HK$526,680 has
been recognised for transfer of property, plant and equipment to
precision parts and components segment. The carrying amount
of property, plant and equipment was HK$214,598,441 (2016:
HK$195,460,747).

Current and deferred income taxes

The Group is subject to income taxes in Hong Kong, Mainland
China and Singapore. Significant judgement is required in
determining the amount of the provision for tax and the timing
of payment of the related taxes. There are transactions and
calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. Where the final tax
outcome of these matters is different from the amounts that
were initially recorded, such differences will impact on the income
tax and deferred tax provisions in the periods in which such
determination is made. The carrying amounts of tax recoverable
and deferred tax liabilities at 31 December 2017 were HK$719,310
(2016: tax payable of HK$119,426) and HK$17,762,111 (2016:
HK$14,382,611) respectively.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Current and deferred income taxes (continued)

The recognition of the deferred tax asset mainly depends on
whether sufficient future profits or taxable temporary differences
will be available in the future. In cases where the actual future
profits generated are less than expected, a material reversal of
deferred tax assets may arise, which would be recognised in profit
or loss in the period in which such a reversal takes place. As at
the end of the reporting period, no deferred tax assets (2016:
Nil) have been recognised because it is not expected that future
taxable profits will be available against which the Group can
utilise the benefits therefrom.

Valuation of land and buildings

The Group’s land and buildings included in property, plant
and equipment are stated at their revalued amounts in the
consolidated statement of financial position, which are assessed
annually by management with reference to valuations performed
by independent professionally qualified valuers. In determining
the revalued amounts, the valuers have based on the method
of valuations which involve certain estimates. In relying on the
valuation reports, the directors of the Company have exercised
their judgement and are satisfied that the method of valuations
is reflective of the current market conditions. The carrying
amounts of the land and buildings at 31 December 2017 were
HK$138,893,000 (2016: HK$120,286,000).
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Notes to Consolidated Financial Statements i)

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on its products and has three reportable operating
segments as follows:

(a) the precision parts and components segment comprises the
manufacture and sale of precision parts and components
comprising keypads, synthetic rubber and plastic components
and parts;

(b) the consumer electronic products segment comprises the
design, manufacture and sale of consumer electronic
products comprising time, weather forecasting and other
products; and

(c) the corporate and others segment comprises the Group’s
long term investments, together with corporate income and
expense items.

Management, the chief operating decision makers, monitors
the results of the Group’s operating segments separately for
the purpose of making decisions about resource allocation and
performance assessment. Segment performance is evaluated
based on reportable segment results, which is a measure of
adjusted profit/(loss) before tax from continuing operations. The
adjusted profit/(loss) before tax is measured consistently with the
Group's profit/(loss) before tax except that bank interest income
and finance costs are excluded from such measurement.

Intersegment sales and transfers are transacted with reference to
the cost of sales and are eliminated on consolidation.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017
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BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

4. OPERATING SEGMENT INFORMATION (continued) 4. RESBERE)

Year ended 31 December 2017 BE-_Z—tH&+-A=+—HLEE

Precision Consumer
parts and electronic Corporate
components products and others Total
BEEHG ETHER B REAM @t
HK$ HK$ HK$ HK$
BT BT BT BT
Segment revenue: DERA
Sales to external customers HIRPHE 371,591,216 51,333,850 - 422,925,066
Intersegment sales A REE 5,778,568 335,923 - 6,114,491
Reportable segment revenue PRBERA 377,369,784 51,669,773 - 429,039,557
Reconciliation: T -
Elimination of intersegment sales NEBHFHE 2 H i (6,114,491)
Revenue LN 422,925,066
Segment results: PEEE 19,707,366 (7,307,932)  (1,816,343) 10,583,091
Reconciliation: T -
Bank interest income RITFEWA 43,020
Finance costs RBKAR (1,480,583)
Profit before tax BRI AT A 9,145,528
Other segment information: HipHBEH
Other income and gains A R dezs 3,241,438 1,557,472 29,352 4,828,262
Depreciation & (10,755,017) (14,031)  (3,171,442)  (13,940,490)
Gain on disposal of items of property, ~ HEWE - Bk k&2
plant and equipment, net Yegs - 5 106,752 310,683 - 417,435
(Provision for)/reversal of slow-moving  BIEFE (BE) /&E -
inventories, net 8 (32,820) 1,298,123 - 1,265,303
Surplus on revaluation of land THREFERZBH
and buildings credited to STAEMZERA
other comprehensive income 4,581,346 - 14,470,262 19,051,608
Amortisation of prepaid land lease B TSRS
payments (290,707) - - (290,707)
Minimum lease payments under T RET 2 HIEE
operating leases on land and buildings &M (4,534,482)  (2,939,753) (181,620)  (7,655,855)
Foreign exchange (loss)/gain, net X (ER), M - 58 (5,264,363)  (1,040,400) 870,591 (5,434,172)
Reversal of impairment losses on W% - BERZEZ
property, plant and equipment BEEEED - 526,680 - 526,680
Write-off of trade receivables JE IR A 3 (23,434) = = (23,434)
Capital expenditure BARRAY (5,036,675) = (28,250)  (5,064,925)
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

OPERATING SEGMENT INFORMATION (continued) 4. REHBWER (&)
Year ended 31 December 2016 BE-_Z—XRNF+-A=1t—HIFE
Precision Consumer
parts and electronic Corporate
components products and others Total
T ETHEM BEREM Bar
HK$ HK$ HK$ HK$
BT BT BT BT
Segment revenue: PEKA
Sales to external customers HONEPHE 342,437,095 88,580,294 - 431,017,389
Intersegment sales A REE 9,286,648 600,042 = 9,886,690
Reportable segment revenue G UN 351,723,743 89,180,336 - 440,904,079
Reconciliation: B -
Elimination of intersegment sales WA RIHE 2 8H (9,886,690)
Revenue L/ON 431,017,389
Segment results: PEXE 16,260,466  (21,236,413)  (1,686,387)  (6,662,334)
Reconciliation: T -
Bank interest income RITFIBUA 35,630
Finance costs REKA (1,675,059)
Loss before tax BREATE 1R (8,301,763)
Other segment information: HitpEEHR
Other income and gains Hh A R dezs 11,475,484 1,069,025 19,568 12,564,077
Depreciation nE (10,749,422) (2,294,211) (3,058,795) (16,102,428)
Loss on disposal of items of property, &% - BEREEZ
plant and equipment, net BB 38 (85,703) = = (85,703)
Provision for slow-moving inventories, W iEF SHEE - FR
net (37,153) (5,588,875) - (5,626,028)
Surplus on revaluation of land THREFERZBH
and buildings credited to SAEMEERA
other comprehensive income 3,737,441 - 8,453,327 12,190,768
Amortisation of prepaid land lease TR A E S
payments (296,132) - - (296,132)
Minimum lease payments under THREF I EIEE
operating leases on land and buildings &M (4,015,475)  (3,081,464) (175,260)  (7,272,199)
Foreign exchange gain/(loss), net B e/ (B8E) - 38 8,674,221 221,204 (247,345) 8,648,080
Provision for impairment losses on W% - BEREEZ
property, plant and equipment REEERE = (4,835,785) = (4,835,785)
Capital expenditure BARX (5,511,390) (18,570) (14,930)  (5,544,890)
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HE-_ZT—tF+-_A=+—HIEFE
Year ended 31 December 2017

4. OPERATING SEGMENT INFORMATION (continued) 4. REFBERE)
Geographical information ih & & #
(@) Revenue from external customers (a) #HINEFKA
2017 2016
—E—tF = —RF
HK$ HK$
BT BIT
Hong Kong B 26,586,406 41,166,394
Mainland China LIPS 72,419,950 70,645,244
Japan and other Asian countries HAREADTRMBER 143,860,200 102,754,155
North America JEEM 37,434,439 39,563,643
South America EES 10,406,219 6,842,036
Europe BOM 126,544,015 162,093,158
Other countries HABR 5,673,837 7,952,759
422,925,066 431,017,389
The revenue information above is based on the geographical LA A B #HEZ & P BT 72 i = &
location of the customers. e
(b) Non-current assets b) FETEEE
2017 2016
—E—t5F —E—RF
HK$ HK$
BT /%TE
Hong Kong S 67,972,123 56,396,561
Mainland China EAlETPNS 157,941,834 150,116,900
Other countries H A B 264,466 216,980
226,178,423 206,730,441
The non-current assets information above is based on the A EFERBEEERIZEEMT
geographical location of assets and excludes an available- eSS BTt Es
for-sale financial investment. BIZE o
Information about a major customer FERFER
Revenue of HK$80,117,012 was derived from a single customer BE-_ET—+tHE+-_HA=1+—HIEHF
of the precision parts and components segment that contributing &+ #£80,117,0128 TR A+ 52K

BRETHHE BN —BEF ITEZ!K
SENBAZNI0% BE_T—
Fr+-A=+—RLFE ITEE-F
FEAREENBAZIR10% -

over 10% of the Group’s revenue for the year ended 31 December
2017. No single customer individually contributed over 10% of
the Group’s revenue for the year ended 31 December 2016.
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

REVENUE, OTHER INCOME AND GAINS 5. WA - HtWA K Wz
Revenue represents the net invoiced value of goods sold, after WAFEAFE RN THE S A% 25 EN
allowances for returns and trade discounts, during the year. MRS NE ST -
An analysis of the Group's revenue, other income and gains is REBUA « HAWA RIEEH) S AT IA
as follows: T
2017 2016
—E—+F NS
HKS HKS
BT T
Revenue WA
Sale of goods EmiHE 422,925,066 431,017,389
Other income and gains H ol A R Uz
Bank interest income RITAL WA 43,020 35,630
Tooling charge income REWA 339,090 715,227
Sale of scrap RERLHE 941,829 1,524,544
Sale of samples ETEish= 1,657,755 1,172,670
Gain on disposal of items of property, HEME - BER&#E 2
plant and equipment, net Was - JFEE 417,435 =
Foreign exchange gain, net E & Wz - F58 = 8,648,080
Reversal of impairment losses on property, %1% « = M&EZ
plant and equipment VERIEN SEi=EE4El 526,680 -
Incentive received* e E 258,657 -
Sales of other materials HAb kS 105,368 -
Compensation income FEWA 73,583 =
Others HAh 464,845 467,926
4,828,262 12,564,077
Total revenue, other income and gains UKW A - KA R WKz 427,753,328 443,581,466
* During the year, the Group received an one-off incentive of RMB224,919 * KEFR - 7= B #E B oAREZE 5
(approximately HK$258,657) (2016: Nil) from the local government in BT U B — &k M 52 B 58224,919 A R &
Shenzhen, Mainland China. This incentive was to award the Group for (#9258,6573B70) (ZE—XNE &) - %
past performance in providing the employees’ benefits in Shenzhen. #E B 2 S 1 S B AN 2 A A R R IR
EERA -
FINANCE COSTS 6. BERA
An analysis of finance costs is as follows: AR A AT :
2017 2016
—E—tHF —E—RF
HKS HKS
BT I
Interest on bank loans and overdrafts RAFRNEEZRITERR
wholly repayable within five years BN E 975,968 846,173
Interest on finance leases REREF S 504,615 828,886
1,480,583 1,675,059
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BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

7. PROFIT/(LOSS) BEFORE TAX 7. BREANEF(EE)

The Group’s profit/(loss) before tax is arrived at after (crediting)/ AEBERBIDSMN (BER)KGIA),/

charging: kR -
2017 2016

—E—tF —E—RF

HK$ HK$
BT BT

Staff costs (including directors’ ETHY (BIEEEHE

remuneration — note 8): —HI5E8)*
Wages and salaries I&EEF® 134,241,976 149,337,296
Contributions to retirement benefit schemes #=VR4EF&H S Ak 15,291,459 16,823,664

149,533,435 166,160,960

Cost of inventories sold BEEREXAE 346,722,949 372,793,317
(Reversal of)/provision for slow-moving TR (BE), B
inventories, net* JRER* (1,265,303) 5,626,028
Auditor’s remuneration BRI & 1,197,338 1,190,656
Depreciation e 13,940,490 16,102,428
(Reversal of)/provision for impairment losses 13 - B/E K& 2 B EE1E
on property, plant and equipment (BE), Bt (526,680) 4,835,785
Amortisation of prepaid land lease payments Tt 78 & 7 35 290,707 296,132
Minimum lease payments under operating T NMEFTZ HIDKE
leases on land and buildings* HEM R 7,655,855 7,272,199
Foreign exchange loss, net BE N B - FEE 5,434,172 -
Write-off of trade receivables JE 52 B TE 6 23,434 -
Loss on disposal of items of property, plant &Y - BEREREEZ
and equipment, net E518 - JFEE = 85,703
* The staff cost amounted to HK$118,938,927 (2016: HK$135,752,372), ! AERZBTHXH18,9389278 T
depreciation amounted to HK$11,045,725 (2016: HK$13,379,903) and (=% — /XN %F:1357523728 L )
minimum lease payments under operating leases on land and buildings #T & #11,045, 7258 (= F — /N &
amounted to HK$7,143,189 (2016: HK$6,777,242) for the year are 13,379,903 L) Rt i RIEF 2 HDE
included in “Cost of sales” in the consolidated income statement EHEMNT, 143,189 T (=F—RF:
respectively. 6.777,242% ) B D Rl B &L E FH

RZIEEKRAIA

* The (reversal of)/provision for slow-moving inventories for the year is * $¢J§Z\%$ﬁﬁ(ﬁ(@@ )/ BERReR
included in “Cost of sales” in the consolidated income statement. TR B MERZSHERARIA ©

120 K & P International Holdings Limited
Annual Report 2017




e MR RME

Notes to Consolidated Financial Statements (continved)

INFORMATION ABOUT THE BENEFITS OF 8.
DIRECTORS

Directors’ emoluments, disclosed pursuant to the Listing Rules
and the Hong Kong Companies Ordinance, are as follows:
(a) Directors’ emoluments

(i) Independent non-executive directors

The fees paid to independent non-executive directors

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

RRESENESN

RIE £ REI R EE QB ERPI TR E 3
BrEEMewT
(a) EE=ME
() BUIFHTEE
AEEAXN FEILIERTT

during the year were as follows: BE28%
2017 2016
—E—tF —E—RF
HK$ HK$
BT BT
Kung Fan Cheong LEE 333,936 333,936
Leung Man Kay (resigned on RNHERZZ—+F
3 July 2017) + A= HE&E) 166,968 333,936
Li Yuen Kwan, Joseph FnH 333,936 333,936
Mak Kwai Wing (appointed on HER(RZT—1F
3 July 2017) +A=HZT) 166,968 -
1,001,808 1,001,808
There were no other emoluments payable to the AREERNTEENTEIIERNITEEZ

independent non-executive directors during the year
(2016: Nil).

Hitpe(—F—RF: &) -

BHERERERAA
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Notes to Consolidated Financial Statements (continued)

HE-_ZT—tF+-_A=+—HIEFE
Year ended 31 December 2017

8.

INFORMATION ABOUT THE BENEFITS OF
DIRECTORS (continued)

(a) Directors’ emoluments (continued)

(if)  Executive directors

8. FEAEEREMNENH)

(a)

EEsM=#)
(i) BITEF

Contributions
to retirement

Discretionary benefit Other Total
Fees Salaries bonus schemes allowances remuneration
BIRER
e ¢ BigRa HE [ At AEH
HK$ HK$ HK$ HK$ HK$ HK$
BT B BT BT BT BT
2017 —B-£F
Executive directors;  HI{TE% :
Lai Pei Wor R - 2,486,458 - 18,000 50,000 2,554,458
Chan Yau Wah R - 2,035,982 - - 18,146 2,054,128
- 4,522,440 - 18,000 68,146 4,608,586
2016 “3-NF
Executive directors; 147 %% :
Lai Pei Wor ?ﬁi‘ﬁﬂ - 2,486,458 - 18,000 61,100 2,565,558
Chan Yau Wah R - 2,035,982 313,228 - 50,000 2,399,210
- 4,522,440 313,228 18,000 111,100 4,964,768
There was no arrangement under which a director REFRAITEEERFTFETHA
or the chief executive waived or agreed to waive any ENEXEERETH -
remuneration during the year.
(b) Loans, quasi-loans and other dealings in favour (b) UEEAZRAZER  E£8
of directors MREMRZS
There were no loans, quasi-loans or other dealings in favour KRARRAEE AN EE] LT
of the directors of the Company that were entered into or EUNBEERXRAZER  £E
subsisted during the year (2016: Nil). HAEMZH(ZF—RF: &) -
(c) Directors’ material interest in transactions, (c) EZERXRZ  ZHIEHVZE

arrangements or contracts

After consideration, the directors are of the opinion that no
transactions, arrangements and contracts of significance in
relation to the Company’s business to which the Company
was a party and in which a director of the Company or a
connected entity of the director had a material interest,
whether directly or indirectly, subsisted at the end of the
year or at any time during the year (2016: Nil).

KR

REZR EFRR/NAFER
KAFERNEMER - HEFE
AARHER— T BEBARBER
ZERRS R REHARR
AEEREZZ2EERNESP
BRAEERIMEZEAER(ZF
—REE)
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Notes to Consolidated Financial Statements (continved)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

FIVE HIGHEST PAID EMPLOYEES 9. IfUREHFES
The five highest paid employees during the year included two AKFEERAURaHEESEMU(ZE
(2016: two) executive directors, details of whose remuneration —ANFWAOTES  FBEIR
are set out in note 8 above. Details of the remuneration of XS e A R = (=B —RF : =
the remaining three (2016: three) non-director, highest paid ) EeFHIIEFEEZHMFRE W
employees for the year are as follows: T
2017 2016
—E—+tfF —ET—RF
HK$ HK$
BT BT
Basic salaries, allowances and benefits in kind A% & « EMEEYH = 3,216,629 3,802,088
Discretionary bonus EIBIEAL - 346,124
Contributions to retirement benefit schemes —#RRAEFIFHEI R 18,000 34,500
3,234,629 4,182,712
The remuneration of non-director, highest paid employees is R IEESEES 2 F BRI
within the following bands: N
Number of employees
EEAH
2017 2016
—E—tF —F—K
Nil to HK$ 1,000,000 #21,000,000/ 7T 2 -
HK$1,000,001 to HK$1,500,000 1,000,001/8 T % 1,500,000/8 7T 1 1
HK$1,500,001 to HK$2,000,000 1,500,001 722,000,000/ 7T - 2
3 3

BHERERERAA
—E-tFEFER
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

10. INCOME TAX

10.

Hong Kong profits tax has been provided at the rate of 16.5%
(2016: 16.5%) on the estimated assessable profits arising in
Hong Kong during the year. Taxes on assessable profits outside
Hong Kong have been calculated at the tax rates prevailing in
the jurisdictions in which the Group operates.

g
BERMNBHRERAFENRE B BN
ST RRF R A16.5% (—F— /N4 ¢
16.5% ) KB =B - IR BB IRINE
A RIBE BRI E TS
ERRENTATEGTE -

2017 2016
—E—+F —E—RF
HK$ HK$
BT BIT
Current — Hong Kong RNEA—HB
Charge for the year REFZH 374,950 528,610
Over provision in prior years T FE B (2,991) (115,755)
Current — outside Hong Kong NE— BB FEI
Charge for the year REFEFEXH 517,271 707,901
Over provision in prior years TR (35,562) (1,375,639)
Deferred tax EFEFL IR - 63,269
Tax expense/(credit) for the year REEHBERY(EKR) 853,668 (191,614)

A reconciliation of the tax expense/(credit) applicable to profit/
(loss) before tax at the statutory rates for the jurisdictions in which
the Company and the majority of its subsidiaries are operated to

the tax expense/(credit) is as follows:

EIRERNARR REAZ BB AR
P EEREMBRBANGEN, (&) Z
EERKRFEHMTIARM S, (H%)H
BIAR (%) 2 FET :

2017 2016
—E—t5F —E—RF
HK$ HK$
BT BIT
Profit/(loss) before tax BB ATEFI (E518) 9,145,528 (8,301,763)
Tax at the statutory tax rate of 16.5% IREEHE16.5% 2 H1A
(2016: 16.5%) —E—RF 1 16.5%) 1,509,012 (1,369,791)
Effect of different rates for companies — E X B & BT X B # [R5 A
operating in other jurisdictions PRI R 2 78 190,454 184,576
Income not subject to tax NBETL 2 WA (585,834) (1,930,054)
Expenses not deductible for tax TR IB 2 X 18,299 1,311,260
Unrecognised temporary differences RER DR IEER (1,558,367) 1,746,962
Utilisation of previously unrecognised — E)BIABIARHER Z HiIREE
tax losses (171,186) (97,135)
Over provision in prior years FFBRR R (38,553) (1,491,394)
Tax losses not recognised RIERZFIBEE 1,813,616 1,584,695
Others Ht (323,773) (130,733)
Tax expense/(credit) for the year AEEHREBERAY (KE) 853,668 (191,614)
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Notes to Consolidated Financial Statements (continved)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

11. DIVIDENDS 11. RE
The directors of the Company do not recommend the payment AN EETEZREHE-_ZT—+F
of a dividend for the year ended 31 December 2017 (2016: Nil). +—A=+—HIEFEZRBE(ZZ—
INE ) o
12. EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE 12. ZRRFEEAFEERER
TO OWNERS OF THE COMPANY (E8)
The calculation of basic and diluted earnings/(loss) per share is GREARESERT () JhREAR
based on the profit/(loss) for the year attributable to owners of NEEG AFTEARER ST (E1E) R
the Company and the weighted average number of ordinary AEFEANEBEITIEFESEBREE 5
shares in issue during the year. & o
The calculations of the basic and diluted earnings/(loss) per share FIREREEERAN(EE) JTIEELA
are based on: T&HE
2017 2016
—E—+tF ZE—RF
HK$ HK$
BT BT
Earnings/(loss) BF,(&E8)
Profit/(loss) attributable to owners of the RNRAREE AR T
Company used in the basic and diluted (BB AR EEIRE
earnings/(loss) per share calculation KE#EERER, (EE)
8,291,860 (8,110,149)
Shares % 12
Weighted average number of ordinary shares in ASFERE 172 iNHEF
issue during the year used in the basic and HEBREE ARETE
diluted earnings/(loss) per share calculation BREARESRF
(E518) 267,004,800 267,004,800
As there were no dilutive potential ordinary shares, diluted ErE A BT E @R - R —
earnings/(loss) per share was the same as basic earnings/(loss) +tEN T RNFENEREARNEF
per share in 2017 and 2016. (BB BERESRM(FBE)ER -
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

13. PROPERTY, PLANT AND EQUIPMENT

13. % - MERRME

Furniture,
fixtures and
Land and Leasehold Plant and office Motor
buildings  improvements machinery  equipment vehicles Moulds Total
G £ER
THEET BEHE  HEREE  HAZRE RE KR @i
HKS HKS HKS HKS HKS HKS HKS
B AT AT AT B B B
31 December 2017 “B-tF
+=A=1-H
At 31 December 2016 and RZE—1E
1 January 2017; TZR=+-Bk
I 3
-f-B:
Cost or valuation WA EE 120,286,000 52,553,820 142,931,997 33,938,368 5734611 60,527,234 415,972,030
Accumulated depreciation ZitirE - (26,167,949)  (99,493,569)  (30,534619)  (3,787.912)  (60,527,234) (220,511,283)
Net carrying amount REEE 120,286,000 26385871 43,438,428 3,403,749 1,946,699 - 195,460,747
At 1 January 2017, R=3-t5HR-A"
net carrying amount REFE 120,286,000 26385871 43,438,428 3,403,749 1,946,699 - 195,460,747
Additions AE = 427,986 4,110,629 526,310 - - 5,064,925
Disposals e - - (313,30) (4,647) (142,887) - (460,841)
Depreciation ik (4,123870)  (1,385,808)  (6,749,892) (731,824) (949,096) - (13,940,490)
Reversal of impairment AERE - = 526,680 = - - 526,680
Surplus on revaluation credited to ~ EfEREETA
other comprehensive income Efn2ERA 19,051,608 - - - - - 19,051,608
Exchange realignment 5% 3,679,262 1,863,908 3,050,610 219472 82,560 - 8,895,812
At 31 December 2017, RIE—tF
net carrying amount TZRA=+-H:
EEFE 138,893,000 27,291,957 44,063,148 3,413,060 937,276 - 214,598,441
At 31 December 2017: RZE—t5
tZA=t-A:
Cost or valuation RAFIEE 138,893,000  55702,363 129,728,905 33,891,017 5491874 60,527,234 424,234,393
Accumulated depreciationand ~ ZsTHER
impairment loss HESE - (28410,406)  (85665,757)  (30,477,957)  (4,554598)  (60,527,234) (209,635,952)
Net carrying amount REFE 138,893,000 27,291,957 44,063,148 3,413,060 937,276 - 214,598,441
Analysis of cost or valuation at  KAZIEEAH
31 December 2017; RZZ—+F
T-A=t+-A:
At cost A - 55702363 129,728,905 33,891,017 5491874 60,527,234 285,341,393
At valuation &8 138,893,000 - - - - - 138,893,000
138,893,000  55702,363 129,728,905 33,891,017 5491874 60,527,234 424,234,393
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Notes to Consolidated Financial Statements (continved)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. ¥  BMERFZEZ)
Furniture,
fixtures and
Land and Leasehold Plant and office Motor
buildings  improvements machinery equipment vehicles Moulds Total
B FER
TitREs HELE  HEREE  BAZRE ik ER e
HKS HKS HKS HKS HKS HKS HKS
AT AL AL BT AT BT AT
31 December 2016 —E-RE
+ZA=t-H
At 31 December 2015 and RZE-1%F
1 January 2016; TZAZ+-BR
“E-rE-f-H:
Cost or valuation RAFIEE 116,231,000 55,041,663 147885659 34,317,705 4729853 60527234 418733114
Accumulated depreciation ZitiE - (2735319)  (93,134709)  (29542,773)  (2,505337)  (60527,234)  (20844537)
Net carrying amount KEFE 116,231,000 32,306,344 54,750,950 4,774,932 2,224,516 - 210,287,742
At 1 January 2016, R 5-RA-A"
net carrying amount FEFE 116,231,000 32,306,344 54,750,950 4,774,932 2,224,516 - 210,287,742
Additions AE = 1,008,062 2,905,356 365,368 1,266,104 - 5,544,890
Disposals 3 - - (97,526) (41,033) (20,709) - (159,268)
Depreciation ik (3733073 (2862661  (7,395,733) (978795 (1,132,166) - (16,102,428)
Impairment loss AERE - (157138  (2,541,912) (439,100) (283,445) - (4835,789)
Surplus on revaluation creditedto ~ EfEREFA
other comprehensive income Ef2ERA 12,190,768 - - - - - 12,190,768
Exchange realignment 3% (4402695  (2494546)  (4,182,707) (277,63) (107,601) - (11465172)
At 31 December 2016, RZT-~E
net carrying amount T-A=+-H:
FEFE 120286000 26,385,871 43438428 3,403,749 1,946,699 - 195,460,747
At 31 December 2016: RZZ-~E
T-A=+-A:
Cost or valuation RAFIEE 120286000 52,553,820  142,931997 33938368 5734611 60,527,234 415,972,030
Accumulated depreciation ZitiE - (26167,949)  (99493569) (30534619  (3787.912)  (60,527,234) (220,511,283)
Net carrying amount REEE 120286000 26,385,871 43438428 3,403,749 1,946,699 - 195,460,747
Analysis of cost or valuation at  EAGIEEAH
31 December 2016: RIZ-~E
T-A=t+-A:
At cost A - 52553820 142,931,997 33,938,368 5734611 60,527,234 295,686,030
At valuation e 120,286,000 - - - - - 120,286,000

120,286,000 52,553,820 142,931,997 33,938,368 5,734,611 60,527,234 415,972,030
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Notes to Consolidated Financial Statements (continued)

HE-_ZT—tF+-_A=+—HIEFE
Year ended 31 December 2017

13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. % -  BERRE#®)

The Group’s land and buildings were revalued at the end of the
reporting period by Chung, Chan & Associates, independent
professionally qualified valuers. The land and buildings in
Hong Kong were revalued on the basis of market value by the
comparison approach, based on their existing state, while the
buildings in Mainland China were revalued using the depreciated
replacement cost method. No changes were made in the valuation
technique(s) during the years ended 31 December 2017 and
2016. A surplus arising from revaluation on the land and buildings
of HK$19,051,608 (2016: HK$12,190,768) has been credited to
other comprehensive income.

Had the Group’s land and buildings been carried at historical
cost less accumulated depreciation and impairment losses, their
carrying amounts would have been included in the consolidated
financial statements at approximately HK$51,941,000 (2016:
HK$53,853,000).

REE 2 Tt MAEFRIRES BRA B
EEAEARGEMGETENGEE -
BT EREFEABRAXNTHE
BERERAORRERS - mPBEAER
BFRRTEEERNEER - HE
—E—tFR_FE-ARF+_A=+
—HIEFERN BEAGEAFELEE
HEmEE . ALElEHEMELENE
& 819,051,608 L (= F — /R 4F ¢
12,190,768 7t ) E 5F A H fth 2= M U
)\o

AN 52 [ £ b o AZ T AR S B AR R 5T 3T
ENBEEBERE  HERABEDTAL
AU HBHmER  EEFEHS51,941,000
BT ( —Z—7N4F © 53,853,000 7T) ©
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

14. PREPAID LAND LEASE PAYMENTS 14. B L HEER

2017 2016

—E—tF ZE—RF

HK$ HK$

BT T

Carrying amount at 1 January R—H—BHEREE 11,554,976 12,638,972
Amortisation during the year NFE (290,707) (296,132)
Exchange realignment TEH R 615,462 (787,864)
Carrying amount at 31 December Rt A=+—HNEAEE 11,879,731 11,554,976

Current portion included in prepayments, I ATARFKIE ~ 2 M

deposits and other receivables E e R IB R B EB 1D (299,749) (285,282)
Non-current portion FEMEN B 11,579,982 11,269,694
15. OTHER INTANGIBLE ASSETS 15. Hitt B EE
Deferred
development
costs
IEFE R A
HK$
BT
At 1 January, 31 December 2016, R-ZE—RF—A—H +=A
1 January 2017 and 31 December 2017: =+—H -ZFE—+F—-—HA—HK
—E—+tH&+=-A=+—H:
Cost B AR 28,740,000
Accumulated amortisation ESE 5 (28,740,000)
Net carrying amount BREDFE =
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BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

16. SUBSIDIARIES 16. KB AT

TEMBRARFEWT :

Particulars of the principal subsidiaries are as follows:

Place of Percentage of
incorporation/ equity interest
registration and attributable
Company name operations Issued and paid-up share to the Company Principal activities
3L/ AR
ARER EEBY ERTRAZRE APAfMERAEZE AL TEEHR
2017 2016 2017 2016
—E-tf R B+t TR
Cokeen Development Limited Hong Kong HK$10,000 HK$10,000 100 100 Provision of management
HEERERDA o 10,0008 T 10,0007 7T and administrative services
REER RITBRS
E-Dotcom Limited Hong Kong HK$2 HK$2 100 100 Investment holding
BA 2B 2B REZR
Hideki Electronics Limited Hong Kong HK$2,000,000 HK$2,000,000 100 100  Sale of consumer electronic
EREFEBAR &% 2,000,000  2,000,000%7T products
HESTHEM
Hi-Tech (China) Investment Hong Kong  HK$2,000,000 HK$2,000,000 100 100 Investment holding
Limited &% 2,000,000 2,000,000/ REZR
R (PE) REBRAA
Hi-Tech Investment Holdings British Virgin Islands US$50,000 US$50,000 100 100 Investment holding
Limited KRERRES 50,000% T 50,000% 7T REZR
Hi-Tech Property Holdings British Virgin Islands/ Us$1 Us$1 100 100  Property holding
Limited Mainland China 1% (Ev WERE
RKBgMRES/
AR
Hi-Tech Precision Industrial Hong Kong ~ HK$1,500,000 HK$1,500,000 100 100  Sale of precision parts and
Limited A7 1,500,000 1,500,000 components
HRAEREIEERARA HERTTHMT
Hunpex Limited Hong Kong ~ HK$4,650,000  HK$4,650,000 100 100 Investment holding
RHEERAA &E 4,650,000 4,650,000 REZR
K & P Group (Holdings) British Virgin Islands/ US$1,238,545 US$1,238,545 100 100 Investment holding
Limited Hong Kong  1,238,545%7%  1,238545%7T REZR
RRGERRES/BE
K. S. (China) Electronics Hong Kong HK$2 HK$2 100 100 Investment holding
Manufactory Limited B 28 28T BAER
By (FE) EFHERAH
Mars Field Limited British Virgin Islands/ uss$1 Us$1 100 100 Investment holding
R EE N Hong Kong 1£7 (E REER
REEBRES /B
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

16. SUBSIDIARIES (continued) 16. B AR (&)
Place of Percentage of
incorporation/ equity interest
registration and attributable
Company name operations Issued and paid-up share to the Company Principal activities
R/ MR
AR ERE S ERTRAZRG APRFERAERASE EEEK
2017 2016 2017 2016
—E—+fF “T-RF ZB-tf ZTF
Sun Ngai Plastic Products Hong Kong ~ HK$10,890,000  HK$10,890,000 100 100 Sale of plastic parts and
Factory Limited A% 10,890,000/ 10,890,000/ T components
MEBBATBERLNA HEBBT R
Technology Trends British Virgin Islands/ US$50,000 US$50,000 100 100  Sale of precision parts and
International Limited Singapore 50,000% 1T 50,000%7C components
RKBgMRES/ HERTZEM
HINR
R (Rl) EFERAA Mainland China ~ US$10,000,000  US$10,000,000 100 100 Manufacture and sale
REIREE 10,000,000  10,000,000% 7T of precision parts and
components
SERHERTTHMN
TR ETFERAR Mainland China  US$3,000,000  US$3,000,000 100 100 Manufacture and sale
REREE  3,000,000%7%  3,000,000%7T of precision parts and
components
SERHERTTHMN
SR (R) BRAR Mainland China ~ HK$9,677,390  HK$8,000,000 100 100 Manufacture and sale
B (note i) (note i) of plastic parts and
9,677,390t 8,000,000/ 7T components
(Bt &) (i) SERHERBTHMN
FERET (R BRAR Mainland China ~ RMB4,000,000  RMB4,000,000 100 100 Manufacture and sale of
B ARE (note ii) 4,000,000 A & consumer electronic
4,000,000 AR ¥ products
(Bt i) HERHESTHER

Note: P aE -

(i) On 22 September 2016, the registered share capital increased from @) RZF—A"FNAZ+ZR - EMEARH
HK$8,000,000 to HK$23,000,000. The remaining registered share 8,000,000/ 7T ¥ 11 223,000,000/ 7T ° 45
capital of HK$13,322,610 is committed by the Group to inject on or E@%‘ R AFAA B
before 21 September 2026. EA MR E AN 13,322,61078 7T ©

(i)  On 7 December 2017, the registered share capital increased from (i %:?—tiﬁﬂtﬁ'%ﬁﬁﬁﬁ
RMB4,000,000 to RMB6,100,000. The remaining registered share capital 4,000,000 A R #5358 /I1226,100,000 A R ¥ -
of RMB2,100,000 is committed by the Group to inject on or before 6 z]x%@ﬁx ER—F—NFTZARNAHZ
December 2019. EAR R E 482,100,000 A R -

Except for K & P Group (Holdings) Limited, all of the above F% K & P Group (Holdings) Limited 5} -

subsidiaries are indirectly held by the Company. LA E A RS B AR R R &R

ﬁ o

The above table lists the subsidiaries of the Company which, in EERR - LRASIEZARENER

the opinion of the directors, principally affected the results for AERFEAFERELBAAREE

the year or formed a substantial portion of the net assets of the EFEEXRHN c EFURE @ RHEH

NS S AR, o
Group. To give details of other subsidiaries would, in the opinion B AR R HAER - §5IBATA
of the directors, result in particulars of excessive length. RILE e
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BE-ZT—tF+-A=+—BHILFE
Year ended 31 December 2017

17. AVAILABLE-FOR-SALE FINANCIAL INVESTMENT 17. ATt HESRIRE

2017 2016
—ZE—+tF ZE—RF
HK$ HK$
BT BT
Club membership, at fair value erFesE  BATEE 680,000 680,000
The fair value of the club membership is determined with RN A TEERZ2RARASFE
reference to the publicly available price information. ZBEER -
18. PREPAID RENT 18. EfHEE
2017 2016
—E—tF —E-RF
HK$ HK$
BT BT
Carrying amount at 1 January R—A—BMKEE 142,800 311,100
Utilised during the year REEFER (142,800) (150,450)
Exchange realignment JE R = (17,850)
Carrying amount at 31 December R+ZA=+—HB®REE = 142,800
Current portion included in prepayment, FFATENFIE - Be R
deposits and other receivables H th fE R IB A M ED 2B 1 = (142,800)
Non-current portion FEMENEB 1D - -
The above prepaid rent represents prepayment of rental expenses P EBAHEREETHERD B
for a factory in consumer electronic segment under operating FEGEME TOHEX L - Z2HE
lease. The amount is amortised over the lease term. A S IR o
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20.

e MR RME

Notes to Consolidated Financial Statements (continved)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

INVENTORIES 19. B&
2017 2016
—ZE—tF ZE-RF
HK$ HK$
BT BIT
Raw materials R 31,253,189 28,725,819
Work in progress paze-Uh 17,207,108 10,413,047
Finished goods B i 31,452,549 28,948,069
79,912,846 68,086,935
Less: Provision for slow-moving inventories & : /& #5877 & B (6,462,865) (7,728,168)
73,449,981 60,358,767

Provisions made in previous years against the carrying value of
inventories of HK$1,265,303 (2016: Nil) have been reversed and
recognised as a reduction in the amount of inventories due to

subsequent sales of the inventories.

PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES

20.

AT EHESE  EFRGE2FERR
81,265,303B (= —"4F : #)F
HERREEREPHED o

ANRE REREMEWR

IE

2017 2016

—E—+tF ZE—RF

HK$ HK$

BT BT

Prepayments TR IR 2,833,265 2,290,272
Toolings and mould deposits HAES 2,668,527 1,165,287
Deposits and other receivables e REMEUWGRIE 6,682,705 6,522,380
12,184,497 9,977,939

BHERERERAA
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BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

21. TRADE AND BILLS RECEIVABLES 21. EWERIEER EE

2017 2016
—e—tF T4
HK$ HK$
BT BT
Trade receivables FEUARTE 74,359,951 77,135,806
Allowance for doubtful debts RIEZIRE M (822,410) (822,410)
73,537,541 76,313,396

Bills receivable discounted with recourse A] 3R [6] /) fE U BEIR =4
(note 25) (FfFE25) 377,602 345,603
73,915,143 76,658,999

The Group’s trading terms with its customers are mainly on
credit, except for new customers, where payment in advance is
normally required. Invoices are normally payable within 60 days
of issuance, except for certain well-established customers, where
the terms are extended from 60 to 90 days. Each customer has a
maximum credit limit. The Group seeks to maintain strict control
over its outstanding receivables and has a credit control policy
to minimise credit risk. Overdue balances are regularly reviewed
by senior management. Information regarding the concentration
risk on trade receivable is detailed in note 38. Trade receivables
are non-interest-bearing. The carrying amounts of these balances
approximate to their fair values.

An ageing analysis of the trade receivables as at the end of the

AEBETFREEGRRT TRFFH
ZHEERER  ENEP —RFBERN
A —MREERBEANTRAN
RHFEBEFAZANTENTRER
iR - BREFPHEERBEE - A5HE
HREERERBRRREZFLEER
BERAREEERR - SREEESE
HASTia B R WAE R E R - SR BRI
HRER 2 BRI BN E38 - BUER
BRRR - AR REEREERTE
ERE -

P B R B U AR TR 1 3 52 A B SRR

reporting period, based on the invoice date and net of provisions, BEREZBRRAITNAT
is as follows:
2017 2016
—E—+tF —E—RF
HK$ HK$
BT AT
Within 90 days N+RA 69,376,022 71,731,625
91 to 180 days A+—Z—ANTX 3,866,173 4,383,568
Over 180 days —BNTXKHUE 295,346 198,203
73,537,541 76,313,396
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

21. TRADE AND BILLS RECEIVABLES (continued) 21. BIERER R (#)
An ageing analysis of the bills receivable as at the end of the RIS BR BN R 5 8 2 H B 2 BR AR
reporting period, based on the invoice date, is as follows: DT
2017 2016
—E—+F ZE—RF
HK$ HK$
BT ETT
Within 90 days N+RA 377,602 345,603
During the years ended 31 December 2017 and 2016, there BE_ZE—+tHFR-_T—RF+-_A=
was no movement in allowance for doubtful debts of trade T—BIEFEA - BRERIEZ RERE
receivables. I EEE o
The ageing analysis of the trade and bills receivables that are past RIER A RENAERRE R ER
due but not considered to be impaired is as follows: BRSO MTINT ¢
2017 2016
—E—tF T RF
HK$ HK$
BT T
Less than 1 month past due BH DR —1EA 12,359,593 11,988,107
1 to 3 months past due BH—=={EA 3,795,792 3,890,087
3 to 6 months past due BEA=Z ] (8 A 1,232,792 765,552

17,388,177 16,643,746
Neither past due nor impaired AREEA IR ARVERVE 56,526,966 60,015,253

73,915,143 76,658,999

Receivables that were neither past due nor impaired relate to a KRB EANMAERENEKREE SEAE
large number of diversified customers for whom there was no TRBEFAM ZEEFPHHATERNE
recent history of default. BEOEE ©
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Year

21

22.

HE-_Z—+tH+-A=-+—HALFE

ended 31 December 2017

. TRADE AND BILLS RECEIVABLES (continued)

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track record
with the Group. Based on past experience, the directors of the
Company are of the opinion that no provision for impairment
is necessary in respect of these balances as there has not been
a significant change in credit quality and the balances are still
considered fully recoverable. The Group does not hold any
collateral or other credit enhancements over these balances.

21.

RUIRERZRE#)

BHERIERENBUERREANE SR
AEEARERHTHNBLER - 1R
FRERR  ARREFRR/EEZLF
BRI EF2ELRERE  ERZF
EPMEEEYEENHEE M AR
TWARRBRAT AR B E - REBHZ
FHEBA B E T AHERREDIRRE
B2 -

CASH AND CASH EQUIVALENTS 22. BeRIBEEEER
2017 2016
—E—+tF —ZT—REF
HK$ HK$
BT BT
Cash and bank balances Re MIRTTA 42,285,169 24,384,156

At the end of the reporting period, included in the balance of
the Group are bank balance and cash deposited in Mainland
China and denominated in Renminbi (“RMB") of HK$12,392,480
(2016: HK$8,435,771). RMB is not freely convertible into other
currencies. However, under Mainland China‘s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised
to conduct foreign exchange business.

Cash at banks are deposited with creditworthy banks with no
recent history of default.

REREHIR - AEBEFRBIAREZ &5
BEAARB(ARE DEHEZRITLE
R RIS 512,392,480/ o —F —~
F 18,435,771 7L) - ARBTEEE A
HEAMEE - ARG B KEINEE
FERMERGET  HERIHHNERER
T AEBERESBREFELEGINE
IS BITEAREE I AINE -

PR HEREEBMIEL®END
S IRTT -
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24.

TRADE PAYABLES

An ageing analysis of the trade payables as at the end of the

e MR RME

Notes to Consolidated Financial Statements (continved)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

23. EfHERIA

RS R A BRIRIZ 3% R A 82 ARl

reporting period, based on the invoice date, is as follows: DATEAT ¢
2017 2016
—E—+F —E—RF
HK$ HK$
BT BIT
Within 90 days NTRA 53,814,209 44,308,732
91 to 180 days A+—Z—BNTXK 860,779 1,977,194
Over 180 days —BNATRNRE 4,138 157,120
54,679,126 46,443,046

The trade payables are non-interest-bearing and are normally
settled on terms varying from 60 to 120 days of invoice date.

ENEREREER—BRNERBHZN

+E—FA-_F+XKEE-

ACCRUED LIABILITIES AND OTHER PAYABLES 24. EstEEREMENSRIE
2017 2016
—E—+5F —E—RF
HK$ HK$
BT BT
Toolings and mould deposits received ~ EWIEEZS 11,170,861 4,627,730

Sales deposits received and BUHERE R

other accrued liabilities HitnfgrraE 941,466 1,175,386
Other payables HAh e FRIA 7,818,493 9,145,482
Staff cost payables FERTE THX 31,076,732 27,541,905
51,007,552 42,490,503

Other payables are non-interest-bearing and have an average
credit period of three months.

Hitt BN RIBERREREERRFH=

@A -

BHERERERAA
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BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

25. INTEREST-BEARING BANK AND OTHER
BORROWINGS

25. FRBITREMEER

2017 —E—tF
Effective interest
rate (%)
per annum  Maturity HK$
BRFAR(%) FHE BT
Current
B
Finance lease payables (note 26) 1.45-3.25  Fully repayable from 29/3/2018 to 29/11/2021 5,748,899
FERTRI BT & (fiFr26) H-E-N\F=ZA=ThHZE
BRI -F+-A-thBEZBHEE
Bank loans - discounted bills with 3.85-4.11 Due for payment from 15/1/2018 377,602
recourse (note 21) to 19/2/2019
RITER—ARENARER H=ZE-\F—-A+HEHZE
(B5E21) ZE-NFZATARIHBAR
Revolving term loans — unsecured 2.77-3.96  Fully repayable from 18/1/2018 to 20/6/2018 23,000,000
RERAHES — EER H-Z-NF-A+N\BE
“E-\FAAZtTHZHMEE
Instalment loans — unsecured 3.36-3.99  Fully repayable on 29/1/2018 216,636
DEES - EER RZB-N\F-A-thB2HHEE
Trust receipt loans 2.65-3.37  Fully repayable from 5/1/2018 to 3/4/2018 6,259,672
ERKEBEER M-2-\f-AHAZE
“E-\FMA=RZHEE
35,602,809
Non-current
FRB
Finance lease payables (note 26) 1.45-3.25  Fully repayable from 29/3/2018 to 19/11/2021 3,522,050
FENRERE (F5E26) H-2-N\F=ZA=tNEZE
E-F+-AThBE2EBEE
39,124,859
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

25. INTEREST-BEARING BANK AND OTHER 25. FRBITREMER#)
BORROWINGS (continued)
2016 —T—RE
Effective interest
rate (%)
per annum  Maturity HK$
BERFNE%) FHE BT
Current
ik J)
Finance lease payables (note 26) 1.45-3.50  Fully repayable from 31/7/2017 to 26/10/2020 9,240,187
TR EEE (FiEE26) R_Z—+FtA=+T—HZE
—7—7ﬁ5+ﬂ —'—/\El%gﬁ({
Bank loans - discounted bills with 3.67-3.75  Due for payment from 6/1/2017 to 3/2/2017 345,603
recourse (note 21) H-ZE—+t&—fHZE
RITEFR RO RER —tFZ A=A
(Ft5E21)
Revolving term loans — unsecured 2.46-3.93  Fully repayable on 13/1/2017 to 26/3/2017 19,000,000
RERAHER— EER M_Z—+F—-HA+=HZF
E—+F=A- T BEHEER
Instalment loans — unsecured 3.21-3.44  Fully repayable on 29/1/2018 2,767,046
DEE R — EEA RZE-N\GE—A=+NB28EE
Trust receipt loan 2.98-3.49  Fully repayable from 4/1/2017 to 7/2/2017 5,046,332
ERKEER A-T—t+F-AmBZE
T+ FALHREHER
36,399,168
Non-current
JEmE
Finance lease payables (note 26) 1.45-3.50  Fully repayable from 31/7/2017 to 26/10/2020 5,894,556
FETRI BT & (fiE26) H_ZE—tF+A=1+—HF
“TEFETAZTAEREER
42,293,724
Note: There are no interest-bearing bank and other borrowings (2016: fizy: WEZASETRAMES(ZZT—~

HK$216,797) which would otherwise be classified as non-current
liabilities have been classified as current liabilities because their terms
include an on-demand clause. For the purpose of the above analysis,
the loan is included within current interest-bearing bank and other
borrowings and analysed into bank loans and other borrowings
repayable within one year or on demand.

The carrying amounts of the Group’s borrowings approximate
their fair values.

& :216,7978 T BRI D R IERE
& BHEARDEERSS AR
EREBHOEK o £ LMD ITHR - 3%
%@g KB EEREN S B RTT R EAbE

P A—FERNSIRERK(EZENE
ﬁE &Em#&

NP EER

+

T

ARBEEE ZRE(ERE

BHERERERAA 139




SRE P BBRRME

Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

26. FINANCE LEASE PAYABLES 26. ENRAEMEE
At the end of the reporting period, the total future minimum RBEHR - REREEE TR
lease payments under finance leases and their present values HERIHEERBNRERSEAT :

are as follows:

Minimum lease Present value of minimum
payments lease payments
ROBERE ROHAEFENRSHE
2017 2016 2017 2016
—B—t& —T—RE ZBE—t& T F
HK$ HK$ HK$ HK$
BT BT BT BT
Total minimum finance lease BTN —FARNRD
payments payable within one year F&EHEFIE 6,031,520 9,735,666 5,748,899 9,240,187
Total minimum finance lease BARE_ZFRFNR
payments payable in the second ~ Eff&IBMERE
to fifth years FIE 3,697,280 6,096,716 3,522,050 5,894,556
9,728,800 15,832,382 9,270,949 15,134,743
Future finance charges Hi&B%ER (457,851) (697,639)
Total net finance lease payables ENmERERSE 9,270,949 15,134,743

Total net finance lease payables K2 BEARBEEZ
which are classified as ENmERERFE
current liabilities (5,748,899) (9,240,187)

Total net finance lease payables WA MEAFRBAEZ

which are classified as e R E M B 4255

non-current liabilities 3,522,050 5,894,556
During the year ended 31 December 2017, the Group entered HE-_ZT—+tF+-_A=1+—HILFE
into a sale and leaseback arrangement with a finance company N AEEE-SRBBERT —HER
for certain lots of machineries. The aggregate amount of cash R HENE THes - ZRMERE 2
received from the finance lease was HK$3,480,580. Principal of 4 Fr 5 42%3 53,480,580/ 7T ° g &
finance lease is repayable by 48 monthly instalments together WE 2 A& ER P EREFENZE3.25
with finance charges at 3.25% per annum, with purchase options [E 7 LA48ME A 55 BAfE R - 0K A R0 AE
at the end of the leases at a minimal value of purchase price. EEREERFEEE CRERE -
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

26. FINANCE LEASE PAYABLES (continued) 26. EIREHREE#)

During the year ended 31 December 2016, the Group entered into BEZT—R"F+_A=1T—HILFE
two sale and leaseback arrangements with a finance company A ANEBEE—SREERITMMDER
for certain lots of machineries. The aggregate amount of cash ez HBENE Tk - ZmEHEY
received from the finance lease was HK$1,618,654. Principal of & PTISAA%E51,618,6548 7T © BIE
finance lease is repayable by 48 monthly instalments together HE oA EBERYKEPILEFZEKI.25
with finance charges at 3.25% per annum, with purchase options B LA481E A o BB & - W A FE
at the end of the leases at a minimal value of purchase price. S REEEEEE R -

At 31 December 2017, the carrying amount of the Group’s R-ZE—+F+-_A=1+—H K£EE
property, plant and equipment held under finance leases, and was EREHETHFEZME  MEKX
therefore pledged, was HK$25,538,636 (2016: HK$30,852,405). B T 2 BR M 1 425,538,636/ JT

—ZF 754 : 30,852,405/87T) ©

27. DEFERRED TAX 27. EERIE
The movements in deferred tax liabilities and assets during the AREEANZIEEFHBAEREEES N
year are as follows: I
Deferred tax liabilities EEBEASE
2017 —E—+tF

Depreciation
allowance in

excess of
related Revaluation
depreciation of properties Total
HEHERTEZ
MERE YEE st
HK$ HK$ HK$
At 1 January 2017 RZZE—+F—H—H 872,032 13,510,579 14,382,611
Deferred tax debited to equity REERERTRZ
during the year R IE - 3,379,500 3,379,500
Gross deferred tax liabilities at RZZE—+tF+=H
31 December 2017 =+ —HZEERIE
BEER 872,032 16,890,079 17,762,111
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BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

27. DEFERRED TAX (continued) 27. EEBIE(E)
Deferred tax liabilities (continued) EERIBEEEE)
2016 A
Depreciation
allowance in
excess of
related Revaluation
depreciation of properties Total
RBEEETE
ERE L/ EEL R BET
HK$ HK$ HK$
BIT BIT BIT
At 1 January 2016 R-ZT—RF—HA—H 808,763 9,069,233 9,877,996
Deferred tax debited to equity REERERTRZ
during the year EETIE = 4,441,346 4,441,346
Deferred tax debited to REEREREFER
consolidated income statement & 2 IEIEF &
during the year 63,269 - 63,269
Gross deferred tax liabilities at R-ZZE—RF+=A
31 December 2016 =t+—HZEERIE
BfEQsE 872,032 13,510,579 14,382,611
Deferred tax assets FERIEEE

Deferred tax assets have not been recognised in respect of the
following items:

HRARERRCHREEZRBNT

2017 2016
—E—+iF —E—RF

HK$ HK$

BT BT

Deductible temporary differences 7] F#01E 2 T = £ 71,441,976 77,587,702
Tax losses HMiIaEE 36,350,491 26,396,367
At end of the reporting period ~ FREHIK 107,792,467 103,984,069

Pursuant to Mainland China Corporate Income Tax Law, a 10%

REBEPBEAELEMRETE  RPEX

withholding tax is levied on dividends declared to foreign investors
from foreign investment enterprises established in Mainland
China. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding
tax rate may be applied if there is a tax treaty between Mainland
China and the jurisdiction of the foreign investors. The Group is
therefore liable to withholding taxes on dividends to be distributed
by those subsidiaries established in Mainland China in respect of
earnings generated from 1 January 2008 onwards.

BPER M RN IR E D ERINRIREE
TR B BIR10% IR TENF o R
FH_ZTTN\FE— A —BER  BE
AR -_ZEE+FE+_A=1+—HENE
F o i FR B K B BR AN 4% & Y RAAE
REI BB - AR EAEREANTET
RE - Bt AEEFEERRPHAKR
BERYHZEMNBARR T NF—
A—BREENET MY IRARSET
TEHFR o
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HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

27. DEFERRED TAX (continued) 27. IEERIE (&)
Deferred tax assets (continued) EEHEEEE)

At 31 December 2017, no deferred tax has been recognised for
such withholding taxes that would be payable on the retained
earnings of the Group’s subsidiaries established in Mainland
China that are subject to withholding taxes at distribution. In the
opinion of the directors, these accumulated profits, at the present
time, are required for financing the continuing operations of the
entities and no distribution would be made in the foreseeable
future. The aggregate amount of retained earnings associated
with these subsidiaries in Mainland China for which deferred
tax liabilities have not been recognised totalled approximately
HK$19,732,000 at 31 December 2017 (2016: HK$18,335,000).

At 31 December 2017, the Group has unrecognised tax losses
that can be offset against future taxable profits of the respective
subsidiaries. No deferred tax assets have been recognised because
it is not expected that future taxable profits will be available
against which the Group can utilise the benefits therefrom. The

R_ZE—+tF+-_A=1+—0  x5£H
Iﬁﬂiﬁdcﬁﬂhlﬂimuz{ﬁﬁ%@ﬂ%ﬁé
DIRIREB B EE Z EATBIFER
EERE - EERANRBEAALZER
REMATIHARBELE - WA
BRARETEDR - R=T—+F+
—A=1+—8  WEmREET R AR
MBARRBREF BB ELEHBAR
85T #919,732,0008 L ( ZZFE— /< 4F ¢
18,335,000/ 7T) °

e e e R
BTG 5 A R SN E A R B
*'Jﬁﬁﬂiﬁ?ﬁﬁ)%lﬁéﬁé ° EE7J_A$$§E%

I&tI*EJﬂlﬁtﬁELLL%ﬂlﬁﬁE ﬂiﬁﬁ

expiry dates for unrecognised tax losses are as follows: R IEEEAER BT
2017 2016
—E—tF —E-REF
HK$ HK$
BT BT
Tax losses without expiration B a2 IR E R 30,986,525 23,125,698

Tax losses expiring in: DATE?%Z%FEIEE?TE :

2019 —h&F 428,931 400,336
2020 -= _gi 2,425,630 2,263,921
2021 — T —F 226,872 606,412
2022 —E-_—F 2,282,533 -
At the end of the reporting period RS EIR 36,350,491 26,396,367

There are no income tax consequences attaching to the payment

of dividends by the Company to its shareholders.

AR AN BLE T BRI R B PISHE
R .

BHERERERAA
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BE-ZT—tF+-A=+—BHILFE
Year ended 31 December 2017

28. SHARE CAPITAL 28. A
2017 2016
—E—+tF ZE-RF
HK$ HK$
BT BT
Shares B 13
Authorised: JRIE
900,000,000 shares of HK$0.10 each 900,000,000 /% =R E &
0.10/5 7T 90,000,000 90,000,000
Issued and fully paid: EETRERE
267,004,800 shares of HK$0.10 each 267,004,800 B AR EE
0.108 7T 26,700,480 26,700,480

29. SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Scheme”)
with effect from 23 May 2012. A summary of the Scheme is as
follows:

Purposes To provide incentives and rewards
to eligible participants for their
contributions to the Group and/
or to enable the Group to recruit
and retain high-calibre employees
and attract human resources that
are valuable to the Group and any
entity in which the Group holds an
equity interest (“Invested Entity”).

29. ERRREETE

RNARBRANR-—E——FRA-_+=
BAERZ BBRERTEI(T5HE]) - 5318
ZoT

B RBEBAREEERZEA
THAEEEL BB R
X 157 BY AN SR I B AE Ko % R
BEELTMHAEEET
A £R B #5 G E AR R 12
w2 B[R EREDA
EXEBEZANER -
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29. SHARE OPTION SCHEME (continued)

Participants

Total number of ordinary
shares available for issue
and the percentage of
the issued share capital
that it represents as at
the date of the annual
report

Maximum entitlement
of each participant

(i) any employee (whether full-
time or part-time), executive
directors, non-executive
directors and independent
non-executive directors of the
Company, any of its subsidiaries
or any Invested Entity;

(i) any supplier of goods or
services to any member of the
Group or any Invested Entity;
any customer of the Group
or any Invested Entity; any
person or entity that provides
research, development or other
technological support to the
Group or any Invested Entity;
and

(i) any shareholder of any member
of the Group or any Invested
Entity or any holder of any
securities issued by any member
of the Group or any Invested
Entity.

26,700,480 ordinary shares and
10% of the issued share capital.

Shall not exceed 1% of the issued
share capital of the Company in any
12-month period.

e MR RME
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BE-ZT—tF+-A=+—RALFE

28 AL ()

(ii)

(iii)

A TETNYE
SRR AR BUA
R B R A
HAEBED
BATRRH
Bk

FE2EALT
AR
LR

Year ended 31 December 2017

29. B AEST & (2)

ARE - BAEFMEA
AR EEMAMFERA
ZEMEE (THREZR
R MITESE I
WITES MBI IFTT
%

A AR &= B E ] p B A 7
HERMARE R T RH
B AR 2 T
B AN B SEA TR
BRAZEMER @A
AEBSEAAIRER
AREME  AEEAE
i <& 2 EAAL
BYNCTISE

AEBEMKERAHK
EAAIRE R A ZAEM
BRI A KB ERIKE
RAHAEAPTIRE QA
PR E TR & 75 2 (£ 1A
FAA °

26,700,480/ A% K
HEBETRAZ10% °

EEMAREAAN T
BHBALRRAE BT
fEANZ21%
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Year ended 31 December 2017

29. SHARE OPTION SCHEME (continued)

Period within which the
securities must be
taken up under an
option

Minimum period for
which an option must
be held before it can
be exercised

Amount payable on
acceptance

Period within which
payments/calls/loans
must be made/repaid

Basis of determining the
exercise price

The remaining life of the
Scheme

An option may be exercised at
any time during a period 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
options subject to the provisions for
early termination thereof.

There is no minimum period for
which an option granted must be
held before it can be exercised.

The offer of a grant of share options
may be accepted within 28 days
from the date of the offer with a
consideration of HK$1.00 being
payable by the grantee.

Not applicable.

Determined by the directors but shall
not be less than the highest of (i) the
closing price of the ordinary shares
as stated in the Stock Exchange’s
daily quotation sheet on the date
of the offer of options, which must
be a trading day; (ii) the average
closing price of the ordinary shares
as stated in the Stock Exchange’s
daily quotation sheets for the five
trading days immediately preceding
the date of the offer of options;
and (iii) the nominal value of the
Company'’s shares.

The Scheme remains in force until
22 May 2022.
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29.

30.

e MR RME

Notes to Consolidated Financial Statements (continued)

SHARE OPTION SCHEME (continued)

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

There were no share options granted, exercised, cancelled or
forfeited since the adoption of the Scheme and there was no
outstanding share option as at 31 December 2017 and 2016.

RESERVES
(a) Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 74
and 75 of the consolidated financial statements.

The share premium account represents the excess of the net
proceeds or consideration from issuance of the Company’s
shares over their par value.

The application of the share premium account is governed
by Section 40 of the Companies Act 1981 of Bermuda.

The contributed surplus of the Group arose as a result of
the Group’s reorganisation and represents the excess of the
nominal value of the share capital of the former holding
company of the Group, K & P Group (Holdings) Limited, prior
to the Group’s reorganisation in preparation for the listing
of the Company’s shares in 1996, over the nominal value
of the share capital of the Company issued in exchange
therefor, less the amount capitalised to pay up the nil-paid
shares issued on the incorporation of the Company.

The asset revaluation reserve of the Group is used to record
the increases in the fair value of land and buildings and the
decreases to the extent that such decrease relates to an
increase on the same asset previously recognised in equity.

The exchange fluctuation reserve of the Group is used to
record exchange differences arising from the translation of
the financial statements of foreign subsidiaries.

29.

30.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

30. RESERVES (continued)

30. & (@)

(b) Company (b) 27
Share
premium Contributed Accumulated
account surplus losses Total
R R E R BB e | @t
HK$ HK$ HK$ HK$
BT BT BT BT
At 1 January 2016 RZZE—~E—A—H 50,856,881 49,999,981 (22,534,803) 78,322,059
Profit for the year and total ’EERFRAEE
comprehensive income for the year FHERALZE - - 93,841 93,841
At 31 December 2016 R-B—5RF
+ZRA=+—H 50,856,881 49,999,981 (22,440,962) 78,415,900
Loss for the year and total TEEEBRRASHE
comprehensive loss for the year 2EEEER - = (75,116) (75,116)
At 31 December 2017 RZB-t&
+ZA=1+-H 50,856,881 49,999,981 (22,516,078) 78,340,784

The contributed surplus of the Company represents the
difference between the underlying consolidated net assets
of K & P Group (Holdings) Limited and its subsidiaries at the
date on which the Group’s reorganisation became effective,
referred to in note 30(a), over the nominal value of the share
capital of the Company issued in exchange therefor, less the
amount capitalised to pay up the nil-paid shares issued on
the incorporation of the Company.

Under the Companies Act 1981 of Bermuda, the Company
may make distributions to its members out of the contributed
surplus in certain circumstances. As at 31 December 2017,
the Company’s reserves available for distribution, calculated
in accordance with the Companies Act 1981 of Bermuda,
amounted to HK$27,483,903 (2016: HK$27,559,019).

RRARZ B ANBEERIE K & P Group
(Holdings) Limited K E K& A &R
CEEHAERBZEABEETFE
BHEARBFTETUARIAZA A
BRAEE 2 £ 5 (FIBHEFN IS5
WEMFE30() - BERMREDRE
AR AR R Z sE A 32 B FrEg 1T
KEF D 225 -

BIBEERE— NN\ —FRRE
RARAJEREBR TRAAR
BREBREEKBIERDIK - R
—E—+tHF+-_A=+—H" ' &
ARIBBEERE-NN\—FAF
ETHETE - ATEARQRIES IR
2 #527,483,903B T( —ZZF —
JNEE 127,559,019/ 7T) ©
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Notes to Consolidated Financial Statements (continued)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

31. CHANGES IN LIABILITIES ARISING FROM 3. MEEBELENAEERD
FINANCING ACTIVITIES
Details of the changes in the Group’s liabilities from financing AEEBEEHNEENEEELH 2B
activities are as follows: mR
Interest-
bearing Bank loans-
bank and discounted Finance
other  Dbills with lease
borrowing recourse payables Total
RITER—
HEBTR AR E Y EdmE
Hiti & BRI HE st
HK$ HKS$ HK$ HK$
At 1 January 2017 RIE—LF
—H—H 26,813,378 345,603 15,134,743 42,293,724
New unsecured bank loans/ FrELETER
revolving term loans/ BRAEMER =
trust receipt loans IR ER 62,117,840 = - 62,117,840
Increase in discounted bills BhIR IR 2 12 N - 31,999 - 31,999
Repayment of unsecured BEEEKRSHEHR
instalment loans/bank loans/  /8R1TER fEIR
revolving term loans/ BHIER a5tk
trust receipt loans BER (59,454,910) - - (59.454,910)
New finance leases raised SR EE - - 3,480,580 3,480,580
Capital element of finance lease BRE M E {5k 2 EAR
payments i - - (9,344,374) (9,344,374)
At 31 December 2017 R=Z—+tF

+=A=+—H 29,476,308 377,602 9,270,949 39,124,859

Interest-bearing bank and other borrowings, bank loan-discounted ABRTEREMEE  BITER AR
bills with recourse and finance leases payables are disclosed in EIRELER ZE R EN R ERENAREGRE
note 25 to the consolidated financial statements. B PSSR R B 5E 25 5E -

BHERERERAA
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Notes to Consolidated Financial Statements (continued)

BE-ZT—tF+-A=+—BHILFE
Year ended 31 December 2017

32. OPERATING LEASE ARRANGEMENTS 32. REHEERH
The Group leases certain of its office properties and factories AEBREBEEEHETHERE THA
under operating lease arrangements. Leases for properties and EMELKBE - ZEHRMERBEZ
factories are negotiated for terms ranging from one to five years. EEFHNT—ZRAFETE -
At the end of the reporting period, the Group had total future REEHAR - AREBRBE T EEUBKL &
minimum lease payments under non-cancellable operating leases HE 2z BEHDENEHERTEER N
falling due as follows: AR EER -
2017 2016
—E—tF —E—REF
HK$ HK$
BT I
Within one year R—%FR 1,038,598 4,202,208
In the second to fifth years, inclusive MRE_ZERF
(BREEREMF) 144,575 1,096,466
1,183,173 5,298,674
33. COMMITMENTS 33. &iE
At the end of the reporting period, the Group did not have any IR E BAR - 7R & B 30 48 1F fa] & 2N
capital commitments. g °
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Notes to Consolidated Financial Statements (continved)

34. EVENTS AFTER THE REPORTING PERIOD

On 16 January 2018, the Group injected share capital of
HK$1,500,000 to a subsidiary in the consumer electronic products
segment.

On 10 February 2018, the factory of a subsidiary in the consumer
electronic products segment located at Mainland China was
closed down subsequent to the end of tenancy agreement. The
Group is in the process of assessing the financial impact regarding

34.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

BEMRER

RZZB-N\F—A+B ' "EETA
& 751,500,000 TEEFHE MDA
W—ﬁﬂﬁ%@ﬁh

RZE-N\F_A+H EFHEERS
BUNHBEXRE—FHERRNKEE
REESRZI KA - ARE LG
RMRE W BT E U TERAEXN

the closure of the factory, which is not expected to be significant. =7
35. RELATED PARTY TRANSACTIONS 35. BEAERG
Compensation of key management personnel of the Group: REETFTEEIEAES ZIREN -
2017 2016
—E—+tHF —E—RF
HK$ HK$
BT BT
Short term employee benefits MHEES R 8,809,023 10,096,788
Contributions to retirement benefit schemes R {R4EFIEH2I 43k 36,000 52,500
Total compensation paid to TR TEEEEAB ZBIR

key management personnel

The above compensation for key management personnel of the
Group includes emoluments paid to the Group directors. Further
details of directors’ emoluments are included in note 8 to the
consolidated financial statements.

8,845,023 10,149,288

NEREEETREEAB 2B BEES
NTFAREEREZME - EHREZME
ZRAEN SRR RARMES

BHERERERAA
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

36. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial

36. SR T AN E
AIREER - 2@ T AR ERIMNEREE

instruments as at the end of the reporting period are as follows: AR
2017 —E—+F
Available-for-
Loans and sale financial
receivables assets Total
BRR A&
FE W R IE SEEE st
HK$ HK$ HK$
BT & T BT
Financial assets: SREE
Available-for-sale financial AHNESREE
investment - 680,000 680,000
Financial assets included in BERENHE Bk
prepayments, deposits and Hih R FIEZ S BEE
other receivables (note 20) (FtzE20) 748,356 = 748,356
Trade and bills receivables [ GREYS eSS 73,915,143 = 73,915,143
Cash and cash equivalents Re MR eSFEEE 42,285,169 = 42,285,169
116,948,668 680,000 117,628,668
Financial
liabilities at
amortised cost Total
TR 88 A A B BR
ZEBmEE st
HK$ HKS$
BT BT
Financial liabilities: SRIEE:
Trade payables FETERIE 54,679,126 54,679,126
Financial liabilities included in accrued BERETAEREMEMNFKIA
liabilities and other payables (note 24) Ze@masE (fiz24) 7,567,097 7,567,097
Interest-bearing bank and other borrowings %52 $877 & HAb 5 & 39,124,859 39,124,859
101,371,082 101,371,082
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Notes to Consolidated Financial Statements (continved)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

36. FINANCIAL INSTRUMENTS BY CATEGORY 36. EMT AN DB (#)

(continued)
2016 —E-RE
Available-for-
Loans and sale financial
receivables assets Total
=595 AR E
FE W R IE SREE WBEr
HK$ HK$ HK$
BIT BIT BIT
Financial assets: SREE
Available-for-sale financial AHHESREE
investment - 680,000 680,000
Financial assets included in BERENHE EEk
prepayments, deposits and HiEKTIE e REE
other receivables (note 20) (Bf=E20) 813,277 = 813,277
Trade and bills receivables EYEREREE 76,658,999 - 76,658,999
Cash and cash equivalents ReRkFeSFMEEE 24,384,156 = 24,384,156
101,856,432 680,000 102,536,432
Financial
liabilities at
amortised cost Total
R SH R AN B BR
ZEmAatk MBEr
HK$ HK$
BIT BIT
Financial liabilities: SRBE
Trade payables FETBRIR 46,443,046 46,443,046
Financial liabilities included in accrued BEREGTAEREMERNFIA
liabilities and other payables (note 24) ZemasE (fzE24) 9,399,527 9,399,527
Interest-bearing bank and other borrowings #&83R7T R EMEE 42,293,724 42,293,724
98,136,297 98,136,297

BHERERERAA
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

37. FAIR VALUE MEASUREMENTS

The carrying amounts and fair values of the Group’s financial

37. A EEFE
AEESBTANEEER AL EEN

instruments are as follows: N
Carrying amounts Fair values
RREE AFEEE
2017 2016 2017 2016
—E—tF ZE—RF ZE—tF —ZT—F
HK$ HK$ HK$ HK$
BT BIT BT BT
Financial assets: EREE
Available-for-sale financial A E SRt E
investment 680,000 680,000 680,000 680,000
Financial assets included in BERBEMNFIE - &
prepayments, deposits and & & HAb EURIE
other receivables (note 20) ZEmEE
(Ff5E20) 748,356 813,277 748,356 813,277
Trade and bills receivables FEWERIE K = 73,915,143 76,658,999 73,915,143 76,658,999
Cash and cash equivalents ReRIFASEEEE 42,285,169 24,384,156 42,285,169 24,384,156
117,628,668 102,536,432 117,628,668 102,536,432
Carrying amounts Fair values
FREE AFEEE
2017 2016 2017 2016
—E—tF ZZE—RF ZE-tF —ZT—~F
HK$ HK$ HK$ HK$
BT BIT BT BT
Financial liabilities: EREE:
Trade payables JEBRIE 54,679,126 46,443,046 54,679,126 46,443,046
Financial liabilities included in ~ B&REF ARG R
accrued liabilities and EEMNRIE
other payables (note 24) TRBE(MHE24) 7,567,097 9,399,527 7,567,097 9,399,527
Interest-bearing bank and HRRITREMEE
other borrowings 39,124,859 42,293,724 39,124,859 42,293,724
101,371,082 98,136,297 101,371,082 98,136,297
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Notes to Consolidated Financial Statements (continued)

37. FAIR VALUE MEASUREMENTS (continued)

The fair values of the financial assets and liabilities are stated
at the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than in a
forced or liquidation sale.

The following methods and assumptions were used to estimate
the fair values:

Cash and cash equivalents, trade and bills receivables, trade
payables, financial assets included in prepayments, deposits and
other receivables and financial liabilities included in accrued
liabilities and other payables approximate to their carrying amounts
largely due to the short term maturities of these instruments.

The fair values of the interest-bearing bank and other borrowings
have been calculated by discounting the expected future cash
flows using rates currently available for instruments on similar
terms, credit risk and remaining maturities.

The following presents the assets and liabilities measured at fair
value or which fair values are required to be disclosed in these
consolidated financial statements on a recurring basis at 31
December 2017 across the three levels of the fair value hierarchy
defined in HKFRS 13: Fair Value Measurement, with the fair value
measurement categorised in its entirety based on the lowest level
input that is significant to the entire measurement. The levels of
inputs are defined as follows:

Level 1 (highest level): quoted prices (unadjusted) in active
markets for identical assets or liabilities
that the Group can access at the
measurement date;

Level 2: inputs other than quoted prices included

within Level 1 that are observable for

the asset or liability, either directly or
indirectly;

Level 3 (lowest level):  unobservable inputs for the asset or

liability.

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

37. D EEFE(E)

fropEsE B EN ERMEERAR
R R EEEH BRI 2 HETHR
BERX SRR T

AT IERRRE ARMEET A FEE

RehkBeFERB  BURRERE
B ENERE eREERERMHXK
A B MEMEWEIR - MEemEaE
BREERENRAMENFRERERT
BEABEE  REAZLEFETAKREH
MEE] -

TERTEAMEENATHEESES
BARE R - EERR MRS SR
IR A T ARHEMITIRRFTRMEF BE
Rengsts -

UTRBEMBERELEANFIZN : &
FEEFEMREZAFEBE=ESH
SR AFEEAEBEREAR T —+
F+- A=+ AREEHEEERNAER
EUBHRRBEBEEATEEZEERE
B RFEEZAOBRERERESLM
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BE-ZT—tF+-A=+—BHILFE
Year ended 31 December 2017

37. FAIR VALUE MEASUREMENTS (continued) 37. A EESTE(E)
The following table shows an analysis of assets and liabilities TRETEATEEFENEERE
measured at fair value by level of the fair value hierarchy: B WIEAFEBESHLEZ T
2017 —E—tF
Level 1 Level 2 Level 3 Total
B et E= st
HK$ HK$ HK$ HK$
BT BT BT BT
Financial assets: SREE:
Available-for-sale financial AEHESREE
investment:
— Club membership -2k
- outside Hong Kong —BBEIHEIN 680,000 - - 680,000
Land and buildings: T REF
Commercial - Hong Kong BE-—BB - 67,700,000 - 67,700,000
Industrial - outside Hong Kong ~ T3 —&&H I - - 71,193,000 71,193,000
2016 —E—RF
Level 1 Level 2 Level 3 Total
F—1 F_M B=H et
HK$ HK$ HK$ HK$
BT PEIT PETT BT
Financial assets: CREE :
Available-for-sale financial AEHESRRE
investment:
— Club membership —Bes
— outside Hong Kong —BAZEI 680,000 = = 680,000
Land and buildings: THI RETF
Commercial - Hong Kong [HESE - 55,290,000 - 55,290,000
Industrial - outside Hong Kong T3 —&H&HEh - - 64,996,000 64,996,000

156 K & P International Holdings Limited
Annual Report 2017




e

WmERME e

Notes to Consolidated Financial Statements (continved)

BE-ZT—tF+-A=+—RALFE

37. FAIR VALUE MEASUREMENTS (continued)

During the years ended 31 December 2017 and 2016, there were
no transfers between Level 1 and Level 2 fair value measurements
and no transfers into and out of Level 3 fair value measurements.

Movements in Level 3 fair value measurements

Year ended 31 December 2017

37. D EEFE(E)

T—BLEFEAR-

HE-2—tFR-F-AF+-A=

NHEEFEE R

KB R EWBAEAEE  BEFE=

BRFBEFEZEAREL -

F=RLOVEENEZEH

2017
—E—+tF
Total
et
HK$
Description it BT
At beginning of the reporting period RIS BT 64,996,000
Depreciation debited to profit or loss B IR 2T E (2,063,607)
Fair value gain on revaluation credited to BEAFEBREEA
other comprehensive income Hb 2 ERA 4,581,346
Exchange realignment b 5 A B 3,679,261
At the end of the reporting period RS HAR 71,193,000
Changes in unrealised gains or losses for the period — ZNHAfE & 3ETEIB & AR M A TR 5 HAR
included in profit or loss held at the end of the BB ARER NGB &
reporting period -
2016
—E—RF
Total
st
HK$
Description it BT
At beginning of the reporting period RS B 67,631,000
Depreciation debited to profit or loss BRRBRITE (1,969,746)
Fair value gain on revaluation credited to BEAFEBAREA
other comprehensive income HEab2mA 3,737,441
Exchange realignment PE 7 3828 (4,402,695)
At the end of the reporting period RS ER 64,996,000

Changes in unrealised gains or losses for the period
included in profit or loss held at the end of the
reporting period

AHE B EERRRMNREHR
FAZABERKRSEE 2 EH

BHERERERAA
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HE-_ZT—tF+-_A=+—HIEFE
Year ended 31 December 2017

37. FAIR VALUE MEASUREMENTS (continued) 37. A EEFE(E)

Description of the valuation techniques and inputs
used in Level 2 fair value measurement

Properties located in Hong Kong

The properties located in Hong Kong were revalued by Chung,
Chan & Associates, independent professionally qualified valuers,
on the basis of market value by the comparison approach, which
is based on market observable transactions of similar properties
and adjusted for differences in key valuation attributes, such as
size and age to reflect the conditions of the subject properties.

Description of the valuation techniques and inputs
used in Level 3 fair value measurement

Properties located in Mainland China

The fair value of the properties located in Mainland China
was revalued by Chung, Chan & Associates, independent
professionally qualified valuers, using depreciated replacement
cost approach. The valuer considered the subject properties
are specialised properties for which there is no readily market
observable transaction of similar properties. The estimation
of fair value of the subject properties took into account their
current cost of replacement or reproduction, less deduction for
physical deterioration and all relevant forms of obsolescence
and optimisation.

FoRDAVEEFEZBARER
fh{E T A

I REEZ Y=
NREBBZMERBLEXAERMGE
EEEITRA LR EEN T A EH
e BABRZmSERNER SR
REREZFMR 2 E BEETTEINA N
Rt - MEEFEHEZRRE -

F=RDAFEEFEZOARER
(CREDP3 i il
e A [ 2 5

IR B AR 2 MERBLEXEER
HEMGETRANEEERNAEEN
e - HEMERIZME BT -
Mg LW EABRZBRAMERS © &
EERTZMEZIATHEBRZ2ERKNE
ERERKA - MRBEREKL2EE
RILANEEREL -
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Notes to Consolidated Financial Statements (continved)

37. FAIR VALUE MEASUREMENTS (continued)

Quantitative information of the significant
unobservable inputs and description of valuation
techniques used in Level 3 fair value measurement

The quantitative information of the significant unobservable
input and description of valuation techniques used in Level 3 fair
value measurement, including the description of the sensitivity to
changes in unobservable inputs for recurring Level 3 fair value
measurements, are as follows:

Fair value at 31

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

37. D EEFE(E)

E-ZRATEEHEFAZEA
FUBEHARE > BLERRE
B
E=RATEENEFAL EARTH
2 A B Y BACEE RIS E A
i PSR S = MATEES R
> RABEE A IR 28 > SR R
T

Sensitivity of
fair value to changes in

Description December 2017 Valuation techniques Unobservable input unobservable inputs
RZZ-t&+ZR TURRRAREL

g St-RZAVEE  ERE FUBREBARE ATEESRELE

Asset

Property, plant and HK$71,193,000 Depreciated replacement  Estimated costs of construction ~ Assuming other factors remain

equipment cost approach (HK$147 per sq. ft.) of similar ~ unchanged, the higher the

- Properties included in
land and building:

type of industrial premises
with adjustment on age,

estimated cost of construction,
the higher the fair value, and vice

Industrial outside condition, utility, etc. versa.
Hong Kong
BE
EREETE 71,193,000/ REEERAL BRIZMERER KR  BREGERTE  GHEERAR
-NERFEETHRET RIEZRE Z ERTEER A He DTEEED R
BEREINIENE (14787/FAR) °
Valuation processes of the Group SE#HERRF

The Group has a team headed by directors reviewing estimation
of fair value of the properties. Fair values of the properties are
estimated by the independent professionally qualified valuers on
an annual basis. Discussions of the valuation process and results
with the directors and the Audit Committee are held twice a year,
for the Group’s interim and annual reporting.

AEBYEZ A FEERHEFEEN
PMERRE - REVERZAFEESFH
B BEABERMEEE - HERF
RERRBEMAASENTHRFR
BERBEELBEZLZEGM
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BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

38. FINANCIAL RISK MANAGEMENT OBJECTIVES 38. IEREEEERBEK

AND POLICIES

The Group’s principal financial instruments comprise interest-
bearing bank and other borrowings, and cash and short term
deposits. The main purpose of these financial instruments is
to raise finance for the Group’s operations. The Group has
various other financial assets and liabilities such as trade and
bills receivables, prepayments, deposits and other receivables,
trade payables and accrued liabilities and other payables, which
arise directly from its operations.

The main risks arising from the Group’s financial instruments are
interest rate risk, foreign currency risk, credit risk and liquidity risk.
The board of directors reviews and agrees policies for managing
each of these risks and they are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market interest
rates relates primarily to the Group’s long term debt obligations
with a floating interest rate.

The Group’s funding policy uses short term interest-bearing debts
to finance its working capital requirements and interest-bearing
debts over one year or internal generated resources to finance its
capital investments. The Group borrows mainly at floating interest
rates and the use of fixed rate interest-bearing debts over one
year will only be considered for capital investments and under
favourable market conditions.

The following table demonstrates the sensitivity to a reasonably
possible change in interest rates, with all other variables held
constant, of the Group's profit/(loss) before tax (through the
impact on floating rate borrowings).

AEEZIZSRTARESRRITR
HitEE - ARRE REMER - ZF
ERTAZIEANEAASELES
KES - AEENAZHERNEEE
EZHMpSREERAE - HIEKEE
BEER - BNAFOR - e REMER
A~ BAREMETAREREBES

A °

AEESHMT RS M T 2R ATNE
Rk - SNERE - FERRMABES
Rk - EERFHRAESAEEZS
R 2 BR - BT

JEST

AEENTSNEEHRKRERERD
B EBH AR -

AEENE S BORE ARG BSE B EHIR
HEBEEABERIA—FULHTE
ERINAERRBEESFERKRE -
AEBETEINFBFIRIERE - —F2A
EHERFRERRAGHER M HIS &
HTAEBRIEEAKRE -

UTFRBETREMBRRETE -
FRTEHRA BB ZIERT « A%
B Bie ] (B518) (EBTBIFI%
BREE) 2 CBE AT -

2017 2016

ZE-tF 3
Increase/ (Decrease)/ Increase/ (Increase)/
(decrease) in increase in (decrease) in decrease in
basis points  profit after tax basis points loss after tax
2Y BB %ER £ BRzER
i/ (HD) (W2)/#&m i/ () m /Eo
HKS HK$
BT BT
Hong Kong dollar BT 10 (2,856) 10 (14,146)
Hong Kong dollar BT (10) 2,856 (10) 14,146
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Notes to Consolidated Financial Statements (continved)

38. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)
Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise mainly from (i) the operating units in Hong Kong which
maintain cash in Hong Kong dollar, their functional currency,
but make sales in United States dollar. (ii) the majority of the
transactions of the operating units in Mainland China are
denominated in RMB but their funds are mainly sourced from
Hong Kong operating units.

In view of the fact that the Hong Kong dollar is pegged to the
United States dollar and that the Group tries to match its assets
and liabilities with the same currency, the Group’s exposure
to USD foreign currency risk is minimal. The following table
demonstrates the sensitivity at the end of the reporting period to
a reasonably possible change in the RMB exchange rate, with all
other variables held constant, of the Group’s profit/(loss) after tax
(due to changes in the fair value of monetary assets and liabilities).

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

38. i A EEEERBE(E)

SRR

AEEAERZEEAR - LREBRIRE )
HERBZEEURKAAERS 1R
HIBEE¥ - BHEUETIEAE - (i)
ITEPEARELEERHEMR/ARE -
BRBLEENURETEES IR -

B 8 T B SR T A I AR SR B ZE A REIA
HREREAEMBEERARE A&
B AR R TTINE BB E N - A TR
RRTRRERAREMEBRS I E
MARBEXA MR QBN BN
T AREBRBEEN(BR) (B
BEERBBENATEELRES)Z
BREDHT ©

2017 2016
TE{E ZTE
Increase/ Increase/ Increase/ Decrease/
(decrease) in  (decrease) in (decrease) in (increase) in
Exposure RMB rate  profit after tax Exposure RVBrate loss after tax
ARBEZ K& ER ARHER KhkER
BR #h/(89)  Eh/(6Y) BR /(RS RS/
HKS (%) HKS HK$ (%) HK$
BT BT BT i
If Hong Kong dollar weakens ERTAAREES
against Renminbi 324,040 5 13,529 408,846 5 17,069
If Hong Kong dollar strengthens against &7 70 5 AR B %
Renminbi 324,040 (5) (13,529) 408,846 (5) (17,069)
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

38. FINANCIAL RISK MANAGEMENT OBJECTIVES 38. I EMREEBEERBEK(E)

AND POLICIES (continued)
Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing
basis and the Group’s exposure to bad debts is not significant.

The credit risk of the Group’s other financial assets, which comprise
cash and cash equivalents, deposits and other receivables, arises
from default of the counterparty, with a maximum exposure equal
to the carrying amounts of these instruments.

Since the Group trades only with recognised and creditworthy third
parties, there is no requirement for collateral. Concentrations of
credit risk are managed by customer/counterparty, by geographical
region and by industry sector. As at 31 December 2017, there
is a significant concentration of credit risk as 26% (2016: 21%)
of the balance representing a receivable from a single customer
(2016: single customer), which was derived from sales by the
precision parts and components segment.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade and bills receivables are disclosed
in note 21 to the consolidated financial statements.

FERERE

AEHERAEENFE=EELETRS -
ERASENBER - IARIREERE
IRGNEF  BARBEEREREF
& HAERE - AEEERHES
REWEHNIBEN - MAKERIRRERR
it REAX -

AEBEMSREENEERBREER
LB FEER - REREMBEYGK
B ateREENERERRREER
HETED  ZARRASNELTA
FIRREE °

BHRAREEREAFEENE =FETR
5 MABREMER - KPR EERR
mEF /RSHF WERITEHSIE
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SEFEERETEERRS26% (=
T—NF: 221%) ZEHRREBETR
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ERASERRKEBERREMELR
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Notes to Consolidated Financial Statements (continued)

38. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)
Liquidity risk

The maturity profile of the Group’s non-derivative and derivative
financial liabilities as at the end of the reporting period, based
on the contractual undiscounted payments is as follows:

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

8. MKEMREEBRERBRK(E)

REE R

REBRN IR EHARAGT LRI BN RE
BB TERTTESREBEBEWT ¢

2017 2016
“E-tf —TF
In the In the
Within 2" to 5t Within 2 ijg) Gl
Total 1 yearor years Total 1 year or years
amount on demand inclusive amount  on demand inclusive
s-F ey
ERE ERE
-Fpg (BREER —ERg (BFEER
ok RER AE) fiab REX k3
HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT BT
Non-derivative: TS

Trade payables JERTARIE 54,679,126 54,679,126 - 46,443,046 46,443,046 -

Financial liabilities included in BENESEER

accrued liabilities and E bR HEY
e s (i 21) SBEMEIEA) 7,567,007 7,567,007 - 9399527 9399527 -
Interest-bearing bank borrowings % & 317 & 30,002,133 30,002,133 - 27217624 27,217,624 =
Other borrowings HifeE 9,728,800 6,031,520 3,697,280 15832,382 9,735,666 6,096,716
101,977,156 98,279,876 3,697,280 98,892,579 92,795,863 6,096,716

There was no contractual undiscounted payments of interest-
bearing bank and other borrowings (2016: HK$217,458) of
which the loan agreements contain a repayment-on-demand
clause giving the bank the unconditional right to call in the
loans at any time.

Notwithstanding the repayment-on-demand clause, the directors
consider that these loans will be repaid in accordance with the
scheduled dates as set out in the loan agreements. This evaluation
was made considering: the consolidated financial position of
the Group at the date of approval of the consolidated financial
statements; the Group’s compliance with the loan covenants; the
lack of events of default, and the fact that the Group has made
all previously scheduled repayments on time.

WEEBRITREMEE 2 EHORITE
ER(ZZT—RN4F : 217,458B ) E
FEBSERARAE EW ST AR
B ESKEEEFEF IR -

HRE DMRERERGHR EFEE
AZFER IR E R A E e B i
- BREFHEEZRE  AKRERILEL
RAMBHREAE AZEAMBIRR &
SEHEFNZE 28T - REEME
REIE : RAKE—BERERBHATE
BB PR E K -
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Notes to Consolidated Financial Statements (continued)

BE-_ZT—+tF+-A=+—HLFE
Year ended 31 December 2017

38. FINANCIAL RISK MANAGEMENT OBJECTIVES 38. I EMREEBEERBEK(E)

AND POLICIES (continued)
Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and
to maintain healthy capital ratios in order to support its business
and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally imposed
capital requirement. No changes were made in the objectives,
policies or processes for managing capital during the years ended
31 December 2017 and 2016.

The Group monitors its capital using a gearing ratio, which is
net debt divided by the total capital plus net debt. Net debt
includes interest-bearing bank and other borrowings, trade
payables, accrued liabilities and other payables less cash and
cash equivalents. Capital includes equity attributable to owners
of the Company. The gearing ratios as at the end of the reporting

BEXRER
AEEEREANEZBREREAS
B RELER N RAERRENE R
o ASRAEBERMRBRRERE
REEE °

AEEBERELBEREZ(CEERERN
RBALHEFHAR - RERIFRE
ARG - REBEREHBN THRERM
BB BEEARTRRREITHRMD ©
AEE T FHZERAEAIMNF RO I E A
BR -NEBE-_T—LFR-_FT—F
T-A=t—BLFEAR FHREEER
AHBR  BREERIY B EME
) o

AEBRBEAABLRERHEERE
o BIMEEFERABRE AR INEERF
BFF E - BRFEREHBRITREM
fEE - BARE Bt AEREMBES
A UHBRRERBSFERE - &
AERBARBEEAMEER - RBE

periods were as follows: R ERBELENAT
2017 2016
—ZE—+tF ZE-RF
HK$ HK$
BT BT
Interest-bearing bank and other borrowings #5 88R1T K E M fEE 39,124,859 42,293,724
Trade payables FETBRIE 54,679,126 46,443,046
Accrued liabilities and other payables fEET BB R E A E T IR 51,007,552 42,490,503
Less: Cash and cash equivalents B BeMREFMEEE (42,285,169)  (24,384,156)

Net debt BIRFE 102,526,368 106,843,117
Total equity s 266,838,875 233,060,992
Total capital and net debt BERREIRFE 369,365,243 339,904,109
Gearing ratio BREELE 28% 31%
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39. COMPANY-LEVEL STATEMENT OF FINANCIAL
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Notes to Consolidated Financial Statements (continved)

HE-_ZT—tF+-_A=+—BHIEFE
Year ended 31 December 2017

39. D RIARA 2 B ISR &R

POSITION
2017 2016
—E—tF —TE—REF
Notes HK$ HK$
BiaE BT BIT
NON-CURRENT ASSETS FREBEE
Investments in subsidiaries WE AR ZIEE 193,745,558 193,686,528
CURRENT ASSETS REBEE
Prepayments, deposits and FERNRIE - Zek
other receivables H b fE U FRIE 296,920 295,229
Cash and cash equivalents B RIS EFEEHER 139,544 140,598
Total current assets mENEEAE 436,464 435,827
CURRENT LIABILITIES REEE
Accrued liabilities and other payables st B EREMENFRIE 370,450 232,880
Due to subsidiaries AN ENGIE e 88,770,308 88,773,095
89,140,758 89,005,975
NET CURRENT LIABILITIES REBEEFE (88,704,294) (88,570,148)
Net assets BEFE 105,041,264 105,116,380
EQUITY ExE
Issued capital BEITAIRA 28 26,700,480 26,700,480
Reserves {Eetic 30(b) 78,340,784 78,415,900
Total equity EmiaTa 105,041,264 105,116,380

Approved and authorised for issue by the board of directors on
27 March 2018 and signed on its behalf by

Lai Pei Wor
B A
Director

EF

Chan Yau Wah

PR E
Director

EF

EEecX T \F=ZA-t+tA#Kt
HERIEEEM - Wl TIALTHREREE
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Five-Year Financial Summary

BE-ZT—tF+-A=+—BHILFE
Year ended 31 December 2017

A summary of the results and of the assets and liabilities of the Group LA T AZEERiBE A EM RERE 2 24 -
for the last five financial years, as extracted from the published audited ~ BEREBEHE @ RS ALK A HEZE
consolidated financial statements, is set out below. CLUb e

RESULTS e

Year ended 31 December
BE+t=-A=1t—HLEE
2017 2016 2015 2014 2013
—E2—tF —ZT—RX —E—hF —T@HmFE —T—=
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHIT FAT FAT FAT

REVENUE A 422,925 431,017 431,757 465,277 419,520
PROFIT/(LOSS) B AT A,

BEFORE TAX (E518) 9,146 (8,302) 205 11,552 23,695
Tax FiE (854) 192 (51) (1,029) 2,330
PROFIT/(LOSS) KRAaHEA A

ATTRIBUTABLE TO ikl

OWNERS OF THE (E518)

COMPANY 8,292 (8,110) 154 10,523 26,025
ASSETS AND LIABILITIES EEREE

31 December
+=A=+-—8
2017 2016 2015 2014 2013

—E—+tF —T—RE —TZ—HFE —T-NFE —T—=F

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

FBT T T F& 7T FHETT

Total assets BB 429,413 378,790 398,926 410,579 399,986

Total liabilities BEE (162,574)  (145,729)  (152,777)  (158,344)  (145,019)

266,839 233,061 246,149 252,235 254,967
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