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Chairman’s Statement

EREHRE

On behalf of the board of directors (the “Board”) of Neway Group
Holdings Limited (the “Company”), | would like to present to
shareholders the results of the Company and its subsidiaries (together,
the “Group”) for the year ended 31 December 2017 (the “Year").

During the Year, the Group experienced enormous market challenges,
including but not limited to the intense competition, increasing
operating costs and volatile global environment which adversely
affected the financial performance of various business segments of
the Group to some extent. To cope with these challenges, the Group
has adopted more stringent cost control policies to minimise wastes
in all aspects. At the same time, the Group has devoted continuous
and more financial and human resources to each business segment
and identified more business opportunities to create value for the
Group. Detailed analysis and measurements adopted of each business
segment is covered in the section headed “Management Discussion
and Analysis” of this report.

Looking forward, continuous challenges are expected in different
industries, especially those operated in the People’s of Republic of
China (the “PRC"). The appreciation of foreign exchange rate of
Renminbi, the soaring material prices and increasing minimum wages
imposed by the PRC government will create extra financial burden on
the Group. The keen market competition among all industries may
also hinder the Group from achieving a stable growth in turnover
for all business segments. The Group is pleased to accept these
challenges and will continue to devote more resources to create new
value-added services to our customers and to enhance our values to
our business partners.

At the same time, the Group will continue looking for business
opportunities in the PRC and Asia Pacific region and enlarge our
business network to other places of the world.

On behalf of the Board, | would like to take this opportunity to
express my gratitude to all shareholders, investors, business partners
and staff for their continuous support and dedication to the Group
throughout the Year.

SUEK Ka Lun, Ernie
Chairman

Hong Kong
27 March 2018
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Management Discussion and Analysis

BEEENWE DN

OVERVIEW

During the year ended 31 December 2017 (the “Year"”), Neway Group
Holdings Limited (the “Company”), and its subsidiaries (collectively
the “Group”) experienced enormous market challenges due to
intense competition and increasing operating costs in the People’s
Republic of China (the "PRC"), especially for the Manufacturing
and Sales Business. As a result, certain business segments, such as
the Manufacturing and Sales Business, the Music and Entertainment
Business and the Lending Business recorded lower turnover for the
Year, decreasing at rates ranging from approximately 7.0% to 61.1%
and the profit after taxation of the Group decreased by approximately
35.2% as compared with the year ended 31 December 2016 (“Year
2016").

The detailed business and financial review of each business segment is
stated below.

BUSINESS AND FINANCIAL REVIEW
Overall Revenue and Gross Profit Margin

During the Year, total revenue of the Group was approximately
HK$515.5 million (Year 2016: approximately HK$562.9 million) and
the gross profit margin was approximately 30.8%, which is slightly
lower than the gross profit margin of approximately 31.7% for Year
2016. The segments’ respective contributions to the revenue of the
Group are as follows:

BE

REBEE_ZE—+tF+-_A=+—HIF
B ([XFE])  BRBEFHRUMN G E
ARERE ([FE]) /8 EmA kK
FEEEERBRAR ([ARFE]) RHE
WEAR (SE [ AEE|)EMSHE L
BRI HY PR B E¢tu%ﬁ&%%%%
BRI BT ERHE (FInEER
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7.0%%E61.1% 15 MASKERRTE
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RAFE AEEBNRK=ZLH B
515,500,000 T (ZE— R FE:
#7562,900,0008 L) M EFM XL B
30.8% B _ZE— NFE4I31.7%HEF|
KK T B ANEBRREHERN
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Approximate Approximate
% to % to
2017 total revenue 2016 total revenue
1h 4 W & [FEle
—E—tF BRESL —E-RF BOBSLL

HKS HK$

%7_5 /%73
Gaming Distribution Business BRI HER 1,513,933 0.3% 88,319 0.0%
Lending Business MEEH 4,611,231 0.9% 8,215,087 1.5%
Manufacturing and Sales Business ~ 2Ui& M35 & %75 458,620,260 89.0% 492,941,761 87.6%
Music and Entertainment Business &4 [ 1R 44 ¥ 7 10,513,580 2.0% 27,039,363 4.8%
Property Business MEES 6,500,175 13% 1,713,770 0.3%
Trading Business EVEY 33,774,464 6.5% 32,912,733 5.8%
Total revenue A 515,533,643 100% 562,911,033 100%

Neway Group Holdings Limited f 2 MiZRER D 7
Annual Report 2017 F 3§



Management Discussion and Analysis
BEEENWR DN

Gaming Distribution Business

During the Year, the management of the Group and the senior
management team of this segment have redefined the segment’s
business objectives and strategies. The Group has put more efforts on
the sales of the game contents and machines provided by a company
incorporated in the Hong Kong Special Administrative Region of the
PRC ("Hong Kong") and mainly engaged in gaming business. Such
Hong Kong Company is held as to 10% by Power Rank International
Limited (“Power Rank”), which was disposed of by the Group to
a connected party during the Year as set out below. To deliver a
better presentation of the business nature, the operating segment
is renamed as the Gaming Distribution Business (previously named
as the Gaming Business). More games contents and machines were
being deployed to the market during the Year and the turnover of this
segment increased to approximately HK$1.5 million for the Year (Year
2016: approximately HK$0.09 million).

During the Year, a sale and purchase agreement was entered into
between Dream Class Limited, a wholly-owned subsidiary of the
Company as vendor, and Anchor Kapital Limited, a company which
is wholly-owned by the trustee of a discretionary trust of which
the immediate family member(s) of Mr. SUEK Ka Lun, Ernie (an
executive Director and the chairman of the Group) is/are one of
the discretionary objects as purchaser in relation to the disposal
of entire issued share capital of Power Rank at a consideration of
HK$2.34 million. The loss arising from the disposal was approximately
HK$5.4 million and was included in the segment loss for the Gaming
Distribution Business.

Lending Business

The Lending Business includes the financial leasing business in
Shanghai, the PRC and the money lending business in Hong Kong. For
the financial leasing business, no transaction was conducted during
the Year, the Group is still in search for deals with potential.

For the money lending business in Hong Kong, efforts have been
made by the Group to expand its customer base and loan portfolio
during the Year. Customers of the business included both individuals
and corporate entities and the majority of loans were secured by
the properties located in Hong Kong. No default has been recorded
since the commencement of the business and the majority of interest
income was received on time. However, due to the keen market
competition in Hong Kong and the Group's stringent risk assessments
practice on each loan application, loan interest income decreased by
approximately 43.9% to approximately HK$4.6 million for the Year
(Year 2016: approximately HK$8.2 million).
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Management Discussion and Analysis
BEEEN®R DN

Manufacturing and Sales Business

This segment represents the business of the manufacturing and sales
of printing products of the Group, such as packaging boxes, labels,
paper products and paper shopping bags. The product line of paper
shopping bags was introduced in Year 2016. The customer base of
this segment covers the worldwide market.

During the Year, the Manufacturing and Sales Business continued
to adopt two strategies as in Year 2016 including: (i) continuing
cost reduction, as well as efficiency and quality enhancement of the
factories in the PRC; and (ii) expansion of sales network to customers
with higher profit margin. The new product line, namely paper
shopping bags, started to contribute profit to the Manufacturing and
Sales Business during the Year.

The revenue of this business segment decreased by approximately
7.0% to HK$458.6 million for the Year (Year 2016: approximately
HK$492.9 million). The drop in revenue was mainly caused by the
decrease in export sales which was attributable to the following
reasons: firstly, by conducting the customer portfolio analysis, the
Group reviewed the profit contribution of each customer since Year
2016 and business from customers with lower profit margin were
strategically reduced during the Year; secondly, given the keen
competition of the printing industry, price reduction was commonly
requested by the customers, which led to a decrease in revenue.

The segment profit for the Year decreased by approximately 25.6% to
approximately HK$43.4 million for the Year (Year 2016: approximately
HK$58.3 million). The segment profit margin for the Year was
approximately 9.5% (Year 2016: approximately 11.8%). The drop in
profit margin was mainly attributable to:

(i) the decrease in revenue as mentioned above; and
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Management Discussion and Analysis

BEEENWE TN

(ii)

the increase in materials consumption rate and change of
product mix. The prices of materials, especially certain main
materials such as paper, increased significantly during the Year,
which contributed to the increase in material costs recorded
in this segment for the Year. However, the impact of such
increase in materials prices has been lessened by the various
costs control measures adopted by the Group since 2015.
These measures were reviewed monthly by the management
and the respective department head by checking actual
usage against various pre-set key performance indicators and
investigation and remedial actions were made immediately as
and when necessary.

In addition, it is noted that the revenue from some products
with lesser material requirement decreased for the Year which
in turn pushed up the overall materials consumption rate of
this segment as a whole.

Combining these two factors, it is noted that the materials
consumption rate increased by approximately 5.0% as
compared with Year 2016.

However, the drop in segment revenue was partially offset by the
following factors:

(i)

the staff costs decreased for the Year. The ratio of total staff
costs to sales for this segment maintained at approximately
30% for both years. During the Year, the Group was facing
the challenges from the upward adjustment of the minimum
wages in Shenzhen by the PRC government from RMB2,030
to RMB2,130 and the increase in associated costs. The Group
succeeded to manage such increment and maintained the staff
cost to sales ratio by decreasing the number of headcount and
replacing some old machines by newer models so as to boost
the production efficiency as a whole; and

the Group recognised a gain on disposal of machinery and
equipment of approximately HK$4.2 million during the Year.
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Management Discussion and Analysis
BEEEN®R DN

Music and Entertainment Business

Revenue from this segment mainly consisted of income from concerts
and shows, artiste management fee income, album distribution
income, promotion income and musical work licensing income.

Loss of this segment for the Year was approximately HK$2.9 million
(Year 2016: segment profit of approximately HK$0.7 million). The
change from segment profit to loss was mainly attributable to the
following reasons:

(i) during the Year, revenue from the Music and Entertainment
Business decreased significantly by approximately 61.1% to
approximately HK$10.5 million (Year 2016: approximately
HK$27.0 million). Such decrease was mainly due to: (a) the
decrease in income from concerts and shows of approximately
HK$15.3 million; and (b) the decrease in promotion income
and other music and entertainment services income by
approximately 52.1% as compared with Year 2016;

(ii) the profit contributed by concerts and shows investment
decreased by approximately HK$0.9 million; and

(iii) the absence of film investment income for the Year (Year
2016: approximately HK$2.6 million).

During the Year, the Group invested in a music concert which is to
be performed by a popular Hong Kong singer and held in the PRC in
2018.
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Management Discussion and Analysis
BEEENWR DN

Property Business
Property development business

The Group had two property development projects as at 31 December
2017. One of which involved POJI|ZRZERFESFR AR (unofficial
English translation being Sichuan Yinghua Real Estate Co., Ltd.)
("Yinghua”) and was classified as an available-for-sale investment in
the consolidated statement of financial position of the Group as at
31 December 2017. The other project involved j& & 1 /R /& & i & 8
B R 2 A (unofficial English translation being Qingyuan Zhongging
Property Development Co., Ltd.) (“Zhongqging”), a non-wholly owned
subsidiary of the Company.

Yinghua held the land use right of a parcel of commercial land in
Chengdu, the PRC. The related property consists of both residential
and commercial units. On 24 July 2017, the Group served an exercise
notice to Kwong Da Enterprises Limited (“Kwong Da”), a Hong
Kong company which indirectly owns equity interest of Yinghua, to
exercise the put option by which Kwong Da shall acquire the entire
issued share capital of a subsidiary of the Group which indirectly owns
16.67% of Yinghua at the put option consideration of RMB30 million.
Such put option consideration was calculated by RMB52 million less
the repaid amount of the Group’s shareholder’s loan to Yinghua
in 2013 as 16.67% of the performance target of Yinghua was less
than RMB52 million and no dividend was received by the Group from
Yinghua. The completion should have been taken place on or before
10 January 2018 but the Group has agreed with Kwong Da to extend
the completion to a day on or before 31 May 2018, further details of
which are set out in the paragraphs headed “Events After Reporting
Period” below. As at 31 December 2017, the Group has received a
total repayment of RMB30 million in respect of its shareholder’s loan
injected to Yinghua and the outstanding put option consideration was
RMB22 million.
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Management Discussion and Analysis
BEEENWR DN

Zhongging holds the land use rights of two parcels of commercial
land in Qingyuan, the PRC. On 18 June 2014, ‘&Y A £ [ &%
®EZHE BB QA (unofficial English translation being Shenzhen
Zhongxing Guosheng Investment Development Co., Ltd.) (“Zhongxing
Guosheng”), a wholly-owned subsidiary of the Company, initiated
civil proceedings against Zhongging in the People’s Court of Baoan
District for, among other matters, the repayment of the shareholder’s
loan contributed by Zhongxing Guosheng in an amount of
RMB23,479,330 (the “Litigation”). On 19 June 2014, pursuant to
an application made by Zhongxing Guosheng to freeze and preserve
the assets of Zhongqing in a total value of RMB23,400,000, an order
was granted by the People’s Court of Baoan District to freeze and
preserve the two parcels of land owned by Zhongqing from 24 June
2014 to 23 June 2016 (the "“Freeze Order”). The Freeze Order aimed
to ensure that Zhongging would have sufficient assets to repay the
shareholder’s loan to the Group.

Two hearings sessions of the Litigation were held on 18 August 2014
and 25 September 2014 respectively. On 15 October 2014, the Group
received a civil mediation document dated 30 September 2014 and
issued by the People’s Court of Baoan District, acknowledging that:
(i) the Group and Zhongging confirmed that Zhongging was indebted
to Zhongxing Guosheng in a sum of RMB23,479,330; (ii) Zhongqging
agreed to repay to Zhongxing Guosheng a sum of RMB23,479,330,
together with interests accrued from 18 June 2014 to the date of
repayment, which was within 15 days of the effective date of the civil
mediation document; and (iii) if Zhongging fails to repay the agreed
amount, Zhongxing Guosheng shall be entitled to request Zhongging
to pay default interests calculated at two times of the lending rate of
the People’s Bank of China over the same period.

As advised by the Group’s PRC legal advisers, the effective date of
the civil mediation was 15 October 2014 and thus, the deadline for
repayment by Zhongqing was 30 October 2014. As at the date of this
report, Zhongging has not repaid the outstanding shareholder’s loan
and accrued interests to Zhongxing Guosheng.
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BEEEN®R DN

On 27 May 2016, Zhongxing Guosheng submitted an application to
the People’s Court of Baoan District for the extension of the period
covered by the Freeze Order and the application was accepted by
the court. The extended period covered by the Freeze Order was
from 13 June 2016 to 12 June 2019. The management of the Group
is assessing the market condition of Qingyuan City, the PRC and
evaluating all possible options to be taken, including but not limited
to the disposal or development of the two parcels of land held by
Zhongging and the possible disposal of the Group’s equity interest in
Zhongging. No further action has been taken by the Group as at the
date of this report. The Group will closely monitor the negotiation
progress with the business partners and will take further legal actions
to protect the Group’s interest as and when appropriate.

Property investment business

The property investment business includes: (i) the mini storage
business operated by a wholly-owned subsidiary of the Company; (ii)
the office leasing business operated by a joint venture; and (iii) the
leasing of several commercial units to a related company by a wholly-
owned subsidiary of the Company.

Mini storage business

The Group renovated the ground floor, 1st floor, 2nd floor and half
of the floor area of the 4th floor of a self-owned industrial building
in Fanling, Hong Kong (the “Fanling Building”) in 2014 for the
operation of the mini storage business. As at 31 December 2017, the
occupancy rate of the storage units increased to approximately 92%
(31 December 2016: approximately 68%).

During the Year, more resources were put in place for inspecting,
improving and maintaining the conditions and safety level of the mini
storage floors and the whole building. The Group also worked with
external professionals to evaluate the safety requirements stipulated
by relevant government authorities and to estimate the costs that
might incur. The Group will continue its marketing efforts put in this
business in order to uplift the occupancy rate of the Fanling Building.
The Group will also pay close attention to the recent development of
the regulations imposed on the mini storage industry.
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Office leasing business

The office leasing business, being the operation of the business
service centre in Kwun Tong, Hong Kong, is operated by Estate
Summit Limited (“Estate Summit”), a joint venture of the Group
and an independent third party with extensive management and
operating experience. A brand name of “Prime Business Centres” was
established and approximately 94% of units was rented out as at 31
December 2017 (31 December 2016: approximately 61%). During the
Year, the business encountered keen competition in the Kwun Tong
district and rental price of offices was lowered so as to attract more
tenants. In addition, more marketing efforts were devoted to boost its
occupancy rate during the Year.

Considering the continuous loss incurred by Estate Summit, the
Company assessed the recoverable amount of the loan to Estate
Summit taking into consideration the estimated future cash flows
and timing of such cash flows discounted at its original effective
interest rate, an impairment loss of approximately HK$2.9 million was
recognised in respect of loans to joint ventures during the Year (Year
2016: approximately HK$5.3 million).

Properties leasing and investment

The Group acquired the entire issued share capital of Supreme Cycle
Inc. (“Supreme Cycle”) from a related company on 30 November
2016 at a consideration of approximately HK$87.2 million. The
principal activities of Supreme Cycle are investment holding and
property investment and its principal assets are commercial properties
situated in Yuen Long, Hong Kong (the “Yuen Long Properties”).
The Yuen Long Properties were leased to a related company of the
Group and operating as a karaoke outlet as at 31 December 2017.
Approximately 68.3% of revenue of the Property Business was derived
from the Yuen Long Properties, which is the main reason for the
increase in revenue of the Property Business for the Year.

On 30 September 2017, the Group decided to change the intended
usage of its commercial property in Beijing, the PRC (the “Beijing
Property”) from internal use to leasing. According to the Group's
accounting standard, the Beijing Property was re-classified as an
investment property and measured at fair value upon the change
of property usage. The difference between the fair value and the
carrying value of the Beijing Property as at the date of change of
property usage was credited to the property valuation reserve of
the Group. The change in fair value of the Beijing Property between
the date of change of property usage and 31 December 2017 was
recorded in the consolidated statement of profit or loss.
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WMAEHEER N EE B ELENDE
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According to the Group’s accounting standard, the Fanling Building,
the Yuen Long Properties and the Beijing Property were classified
as investment properties of the Group. The investment properties
were carried at market value and a fair value gain of approximately
HK$20.3 million was recorded in other gains and losses of the Group
for the Year (Year 2016: approximately HK$0.6 million).

Trading Business

The Trading Business includes (i) the trading of printing products in
Hong Kong and the PRC; and (ii) the operation of neighbourhood
stores in the PRC.

Revenue from the Trading Business increased by approximately
2.6% to approximately HK$33.8 million (Year 2016: approximately
HK$32.9 million). The increase was mainly attributable to the increase
in number of orders placed by customers of a Hong Kong trading
company, which is one of the authorised dealers of 3M products in
Hong Kong.

The segment profit margin slightly increased by approximately 0.6
percentage point to approximately 6.9% (Year 2016: approximately
6.3%), which was mainly due to the tightened cost control
measures adopted in the Trading Business. The revenue generated
from neighbourhood stores in the PRC represented approximately
1.1% of total revenue of the Trading Business for the Year (Year
2016: approximately 2%). The Group has operated the business
of neighbourhood stores for more than two years. Based on the
detailed performance review and analysis by the management,
the neighbourhood stores operation might not be able to further
develop and generate greater revenue to the Group and thus, the
management will review the profitability of the operation in the year
of 2018 and consider the appropriate strategy going forward.

Securities Trading Business and available-for-sale
investments of the Group

During the Year, the Group recorded a fair value loss of approximately
HK$19.2 million (Year 2016: fair value gain of approximately
HK$80.0 million), a realised loss of approximately HK$2.8 million
for the Year (Year 2016: realised gain of approximately HK$3.9
million) and a dividend income of approximately HK$1.5 million (Year
2016: approximately HK$0.8 million) in respect of Hong Kong listed
securities held.
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Set out below is the breakdown of the Group’s available-for-sale REBR-_ZE—+F+-_A=+—HH
investments and held-for-trading investments as at 31 December MHEEXREREBEEERE ZHME
2017: FEsImT
Percentage to Percentage to
the Group's the Group's
Percentage Carrying audited net audited total
Principal activities of total share amount as at assets as at assets as at
Form of of invested capital held 31 December 31 December 31 December
Description of investments Notes investments companies by the Group 2017 2017 2017
EASEEE EASEEE
ut T t SR

BZ-2-t% f-A=t-AL +=A=t+-AL
FEERERET t-A=t-HLE BELEE REVAEE

REHL WE  RERR BREMATERY BYEI HEREE FEAAL Bl
HKS (approximate) (approximate)
BT (#id) (##)

Five largest investments of the Group
in terms of value

AEEEARE (LEEH)
Wang On Properties Limited (stock code: 01243) Held-for-trading investment  Property development and 0.4% 71,562,400 7.1% 5.9%
property investment
BRWERRDA (RHRE:01243) BEEERE NELRANERE
Equity investment in Yinghua Available-for-sale investment Property development in the PRC 16.67% 14,192,719 1.4% 12%
REZERENRARE ARHERE RAENNELE
Equity investment in Available-for-sale investment - Overseas short term apartment 2.0% 12,007,685 12% 1.0%
BImEERERROERAA rentals, bed & breakfast, family
inn and accommodation booking
website
RARITEERERROERAANHRARE ARHERE BIENLBAEE RE RERER
(EERTA
Jun Yang Financial Holdings Limited Held-for-trading investment ~ Assets investment, money lending, 0.7% 7,236,000 0.7% 0.6%
(stock code: 00397) provision of financial services and
green energy related consultancy
services and sales of electricity in
the PRC
ZBeRERARRR (BB :00397) BIFEERE RAENEERE  HE  REMHR
BNZERRAERERENHEE
g0
Wang On Group Limited (stock code: 01222) Held-for-trading investment  Property development and investment 0.3% 6,650,000 0.7% 0.6%
in Hong Kong, management and
sub-licensing of Chinese wet
markets in Hong Kong and/or
the PRC and manufacturing and/
or retailing of pharmaceutical and
health food product
ZREEBRAF (KRARK:01222) BEEERE REBNYEERARE EBAH

BEAR/SHEANET RER
/IFEERNRRER

Other investments

A RE

Club membership Avai\ab\e-for;sale investment N/A 3,403,700 0.3% 0.3%
it AHLERE TR

Other equity investments, at cost (a) Avai\ab\e-for;sale investment N/A 9,459,163 0.9% 0.8%
ERARE REA (@) AHEERE TR

Other equity securities listed in Hong Kong (b) Held-for-trading investment ~ N/A 21,926,256 2.2% 1.8%
REE LA BRAES (b) RBIEEERE TR

Total 146,437,923 14.5% 12.1%
st
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Management Discussion and Analysis
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Notes:

(a) Equity investments carried at cost under the category of available-
for-sale investments represented the Group’s investments in twelve
companies incorporated in Hong Kong, the PRC and overseas.

(b) Equity securities listed in Hong Kong under the category of held-
for-trading investments represented the Group's investments in 17
companies whose shares are listed on the Main Board or GEM of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). Each
of such investments has a carrying amount accounting for less than
5% of the Group’s audited net assets as at 31 December 2017.

The Group will carefully study the market and the information related
to prospective investees before purchasing any securities and wil
closely monitor the performance of the securities after purchase
as well as adjust the investment strategy in a cautious manner to
minimise the impact of market volatility as and when necessary.
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Management Discussion and Analysis

BEEENWE DN

OTHER GAINS AND LOSSES

Other gains and losses for the Year comprised the following major

Htt = K B8R
R RERBEU T ERIE

items: BH:
2017 2016
—E—tF —E—RF
HK$ HK$
BT BT
Change in fair value in derivative TEERMIARN
financial instrument N EE (2,837,217) 752,339
Change in fair value in held-for-trading FIEEEREN
investments N EEE (19,173,556) 79,983,930
Change in fair value of investment properties &YW ZEHN A TFEEZS 20,273,024 630,600
Gain on land swap transaction (Note 2) TH BB S
(Htet2) 46,611,407 -
Impairment loss recognised in respect of AHEERENEER
an available-for-sale investment (Note 3) BAEEE (A7:3) - (5,581,603)
Impairment loss recognised in respect of BETEERRER
loans to a joint venture (Note 4) TR R E S
(Htita) (2,874,868) (5,268,340)
Loss on disposal of a subsidiary (Note 1) H & — B A R FTE
B8 (K1) (5,396,840) -
Net foreign exchange (loss) gains HNEE (B518 ) W s 58 (678,650) 3,812,271
Net gain (loss) on disposal of property, HEME HEREEN
plant and equipment Wz (B8 ) F58 4,244,150 (26,709)
Reversal of (allowance for) bad and RIZERERE (BE)
doubtful debts 1,150,168 (1,715,533)
Total aEt 41,317,618 72,586,955
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Management Discussion and Analysis

BEEEN WK

Notes:

The Group entered into a sale and purchase agreement on 5 May
2017 with a related party to dispose of the entire issued share capital
of Power Rank, a wholly-owned subsidiary of the Company. The
transaction was completed on the same date. For further details,
please refer to the business and financial review of the Gaming
Distribution Business stated above.

Due to policy driven zone planning and upon request by the local
government, I KENfR| (J&i2 ) B R 2 &) (unofficial English translation
being Zhongda Printing (Qingyuan) Company Limited) (“Zhongda
Qingyuan”), a wholly-owned subsidiary of the Company which
originally owned two parcels of land with a total area of approximately
311.748 mu in Qingyuan City, the PRC (the “Existing Land"”) agreed
to swap the Existing Land with a new parcel of land with a total area
of 312 mu situated in Qingyuan City, the PRC (the “New Land”) and
the compensatory payment of RMB45,009,700. Approval from the
shareholders of the Company (the “Shareholders”) was obtained on
9 June 2017 and the transaction was completed in October 2017.
The gain on land swap transaction was calculated with reference to
the difference between: (i) the total of fair value of the New Land
and the compensatory payment; and (i) the total of book value and
capital expenditures incurred on the Existing Land and the deposit paid
for certain land use rights of the Existing Land. Further details of the
transaction are set out in the circular of the Company dated 18 May
2017.

The Group entered into a share subscription agreement on 30 July
2015 to subscribe for 10% of the total issued share capital of it
REEMBHE AR AR (unofficial English translation being Beijing
Ai Mei Wei Technology Company Limited) (“Aimeiwei”), which was
principally engaged in the provision of professional cleaning and
repairing services for shoes and luxury bags in Beijing, the PRC, at a
total investment cost of HK$5.6 million. Aimeiwei actively opened its
stores in Beijing during years 2015 and 2016. However, given the keen
competition in the local market, Aimeiwei was unable to compete
with large corporations which devoted more financial resources in
expanding their market share. In Year 2016, shareholders of Aimeiwei
decided to cease the operation of all its stores and full impairment was
made.

The Group recognised an impairment loss in respect of the investment
made in Estate Summit, a joint venture of the Group principally
engaged in the office leasing business. For the reasons of the
impairment, please refer to the business and financial review of the
Property Business stated above.
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Management Discussion and Analysis
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LIQUIDITY, CAPITAL RESOURCES AND CAPITAL
STRUCTURE

The following table sets out the Group’s current ratio, quick ratio and
gearing ratio as at 31 December 2017 and 31 December 2016:

RBES BEXERREANERE

TREIWAEBEEZE_ZT—tF+ A
=t+—HM-_ZE—RE+-_A=+—H
IFRRBLL R REL RN EEARGEL
;Qz .

o
As at As at
31 December 31 December
Notes 2017 2016
BE-_Z—tF @BHEZZT—X
+=A +=A
it =+—Hi =+—H1t
Current ratio BN = (i) 4.1 3.7
Quick ratio RB)L R (i) 3.6 3.3
Gearing ratio (%) BEBELRE®) (iii) 7.9 9.9
Notes: Bt
(i) Current ratio is calculated by dividing total current assets by total (i) TR TIIBEAFERERNATRHE
current liabilities as at the end of the year. ERAGETHBaETE -
(i) Quick ratio is calculated by dividing the difference between total (ii) HBNH R TR AN E B R EFNERENE

current assets and inventories (including properties under development
for sale) by total current liabilities as at the end of the year.

(iii) Gearing ratio is calculated by dividing total borrowings by total equity
as at the end of the year and then multiplying it by 100%. The total
borrowings included the amount due to a related company, bank
borrowings, obligations under finance leases and amount due to a
non-controlling shareholder of a subsidiary.

As at 31 December 2017, the Group had short-term bank deposits
and cash and cash equivalents of approximately HK$302.6 million
(31 December 2016: approximately HK$227.3 million) and total
borrowings of approximately HK$79.4 million (31 December 2016:
approximately HK$90.5 million).

ERFE (BRFEERTNE) ZHNE
BHRABRBAETE-

(iii) BERBBLXTDRBEAFERERWALE
ERERAEERNI00%E - LEE
BIEEN —REERBRIE  RITER
BEHEEEREN —KWBRAR—HIFE
AR A R RIA -

BE-_E—+H&E+-_A=1+—H1" &
EEMNEHRITERULRRSNESSE
B 49 /4302,600,000/8 70 (ZF — /N F
+=A=+4+—H":4%9227,300,000/% T )
NEE @5 %) 579,400,000 T (=&
—NF+=ZHA=+4+—H8:4)90,500,000
BIT) °
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The total borrowings included the amount due to a related company,
bank borrowings, obligations under finance leases and amount due
to a non-controlling shareholder of a subsidiary. The amount due to
a related company is unsecured, payable within a period over five
years as set out in note 30 to the consolidated financial statements
and bears fixed-interest at a range from 18%-20% per annum. The
secured bank borrowings are payable within five years as set out in
note 31 to the consolidated financial statement and carry interest
at the Hong Kong Inter-bank Offered Rate (“HIBOR") plus 1.85%
to 2.5% per annum while the unsecured bank borrowing contains
a repayment on demand clause and carries interest at HIBOR plus
1.5% per annum. The obligations under finance leases represent
leases of certain motor vehicles for a remaining term of one year at
a fixed interest rate of 2.8% per annum. The amount due to a non-
controlling shareholder of a subsidiary is unsecured, interest-free and
repayable on demand.

All borrowings are denominated in HK dollar and Renminbi and the
majority of cash and cash equivalents is denominated in Renminbi, HK
dollar and US dollar.

The liquidity of the Group remained strong and healthy as compared
with Year 2016. The gearing ratio as at 31 December 2017 decreased
to 7.9% (31 December 2016: 9.9%) mainly due to partial repayment
of the amount due to a related company during the Year.

The current ratio and quick ratio as at 31 December 2017 increased
as compared with the respective figures as at 31 December 2016.
Such increase was mainly attributable to (i) the increase in cash and
cash equivalents which was mainly contributed by the compensatory
payment under the land swap transaction completed in October 2017
and the repayment of the shareholder’s loan from Yinghua; and (ii)
the decrease in amount due to a related company.

The Group generally finances its operation with cash flows generated
internally and bank facilities obtained in Hong Kong and the PRC.
Taking into account the amount of the anticipated funds generated
internally and the available banking facilities, the Group will have
adequate resources to meet its future capital expenditure and
working capital requirements. The Group will continue to implement
its prudent policy in managing cash balances, thereby maintaining
a strong and healthy liquidity level and ensuring that business
opportunity will be promptly seized.
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Management Discussion and Analysis
BEEEN®R DN

FUTURE OUTLOOK

The Group will continue to strengthen, develop and diversify its
portfolio to ensure sustainable business growth in the future. While
the Manufacturing and Sales Business remains the core of the
Group's portfolio, other business segments will continue to develop
to contribute to the Group's income. The Group will stick to this
diversification strategy to generate stable return and promising
business growth to the Shareholders.

Gaming Distribution Business

Expansion of distribution network will be the main focus of the
Gaming Distribution Business in coming years. The Group will
concentrate financial resources in the expansion of distribution
network by recruiting talents with extensive technical, sales and
marketing experience in Hong Kong. Meanwhile, the Group is actively
seeking co-operation opportunities with various software design
companies to enlarge its shares in the global market through their
established platforms and customer networks.

Lending Business

Due to the keen competition in this market and the volatile economic
environment, the risks and difficulties facing the Lending Business may
increase in the course of enlarging its loan portfolio. In the future,
the Group will actively seek for new customers and provide more
value-added services to the customers as an attraction. More financial
resources will be allocated to this business too. At the same time,
the Group will continue to closely monitor the repayment abilities of
borrowers and perform risk assessments on each loan application in a
more prudent way.
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BEEENWR DN

Manufacturing and Sales Business and Trading Business

The series of costs control measures adopted since 2015 have
brought positive impact on the segments’ results in the Year and
Year 2016. In particular, they delivered encouraging performance for
the Manufacturing and Sales Business. More challenges are expected
in 2018, including but not limited to (i) the further increase in raw
materials prices; (ii) the further increase in labour costs in Shenzhen;
(iii) the more stringent environmental protection requirements in
Shenzhen; and (iv) the global economic uncertainty which may
adversely affect the business of the export sales customers.

To cope with these challenges facing the printing industry and to
maintain the positive results in the future, the Group will continue
to put more efforts in the following areas: (i) efficiency and
effectiveness enhancement by streamlining the production process
of its factories so as to reduce operation and production wastage;
(ii) talent recruitment, provision of value-added services and upgrade
of its technology infrastructure; (iii) enhanced quality management
of its products and introduction of new product lines to enhance its
competitiveness as a whole; (iv) the sourcing of alternative materials
and the testing of their quality and the negotiation for more
favourable terms with vendors; and (v) the expansion of its market
share to cover high value products and the securing of a foothold in
the paper shopping bag market.

During the Year, the Group completed the land swap transaction
with the Qingyuan government as detailed in the note to the gain
on land swap transaction on page 18 above. The feasibility study
for the possible future uses of such new parcel of land acquired
(the “"Qingcheng Land"), which is located at the Qingcheng District,
Qingyuan City, the PRC, was completed in early 2018. The Group
intends to utilise part of the land to construct a new production plant
for the Manufacturing and Sales Business. It is expected that certain
leveling work on the site will start in or around April 2018 and the
construction of production plant will commence in early 2019 and
be completed by the end of 2021. The Group expects to fund the
construction of production plant by internal resources, borrowings
and/or other financing.
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Management Discussion and Analysis
BEEENWR DN

Furthermore, the Group will actively seek for cooperation
opportunities with other printing related companies or companies
with business potential to maximise the economic benefits and
synergies for the business expansion for certain product lines. As at
the date of this report, the Group is negotiating with an independent
third party which is a private company engaging in printing business
for potential business cooperation. Among other possibilities, the
potential cooperation may take the form of a joint venture for the
manufacturing of certain types of printing products. It is contemplated
that certain printing equipment may be transferred by the Group
and the potential business partner to the joint venture and the joint
venture will be operated by the Group and the potential business
partner together.

The Group will continue to adopt prudent measures to enhance
the overall efficiency, expand the customer networks, increase its
value proposition and improve its business model to overcome the
uncertainty in the PRC and the global economy in coming years.

Music and Entertainment Business

In coming years, the Group will allocate more financial resources in
the professional training of artistes, the promotional activities and
the investment and organisations of concerts and shows. In view
of the desirable investment return from films generated in previous
years, the Group will continue to invest in the film and entertainment
market in the PRC and to identify and evaluate potential projects in
the PRC and overseas. The Group also plans to source more artistes
with development potentials and further invest in talent cultivation.

Property Business

In respect of the property development business, apart from the
possible disposal or development of the two parcels of commercial
land held by Zhongging in Qingyuan City, the PRC and/or the possible
disposal of the Group's equity interest in Zhongging as mentioned
in the business and financial review section of the Property Business
above, the Group is considering the development of a logistics centre
on the remaining portion of the Qingcheng Land to service the new
Chimelong Tourist Resort in Qingyuan City, the PRC.
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In respect of the property investment business, the Group will
continue promoting the mini-storage business and the office leasing
business in order to further increase the occupancy rate of the mini
storage properties in the Fanling Building and business service centre
in Kwun Tong, Hong Kong. Nevertheless, depending on the market
condition, the Group may also consider the disposal of the whole
or part of the Fanling Building, which may result in the cessation
or disposal of the Group’s mini-storage business which is currently
carried out at such properties.

Securities Trading Business

The Group will closely monitor the market and market data related to
prospective investees before committing to any securities investment.

The Board would like emphasise that the proposals mentioned in
this section are in preliminary stage only and no timetable or any
agreement or memorandum of understanding has been made or
entered into by the Group in connection therewith.

FOREIGN EXCHANGE RISK

The Group's sales and purchases are principally denominated in
Renminbi, HK dollar and US dollar. Except for Renminbi, there was
no significant fluctuation in the exchange rate of HK dollar and US
dollar throughout the Year. The management will closely monitor
the foreign exchange rate risk of Renminbi and identify potential
significant adverse impact (if any) it may cause on the PRC operations
of the Group. If necessary, the Group will consider using appropriate
hedging solutions. The Group had not used any financial instrument
for hedging purpose during the Year and it did not have any
outstanding hedging instrument as at 31 December 2017.

CAPITAL EXPENDITURE

For the Year, capital expenditure of the Group for property, plant and
equipment amounted to approximately HK$13.6 million (Year 2016:
approximately HK$6.9 million). The capital expenditure for the Year
was mainly attributable to the acquisition of machinery for production
in the PRC and motor vehicles for business use.
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CAPITAL COMMITMENTS

As at 31 December 2017, the Group had capital commitments of
approximately HK$7.8 million (31 December 2016: approximately
HK$13.7 million) which had been contracted for but had not
been provided for in the financial statements for the acquisition of
property, plant and equipment. The Group did not have any capital
commitments for the acquisition of property, plant and equipment
that had been authorised but not contracted for in both reporting
periods. The Group expects to finance the capital commitments by
internal resources.

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 31
December 2017 (31 December 2016: Nil).

PLEDGE OF ASSETS

As at 31 December 2017, the Group had pledged leasehold building
and investment properties with an aggregate carrying value of
approximately HK$222.4 million (31 December 2016: approximately
HK$201.7 million) to secure the mortgage loan of certain investment
properties and general banking facilities granted to the Group. Save
as aforesaid, no other assets were pledged by the Group as at 31
December 2017.

SHARE CAPITAL AND CAPITAL STRUCTURE

There was no change in the share capital and capital structure of the
Company during the Year.
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HUMAN RESOURCES

As at 31 December 2017, the Group had approximately 1,500
full-time employees (31 December 2016: approximately 1,540).
Total staff costs (including directors’ remuneration) for the Year
was approximately HK$157.3 million (Year 2016: approximately
HK$180.9 million). The remuneration schemes of the Group are
generally structured with reference to market conditions and the
qualifications of the employees and the reward packages, including
discretionary bonus, for the staff are generally reviewed on an annual
basis, depending on the staff's and the Group's performance. Apart
from salary payments and contributions to the retirement benefit
schemes, other staff benefits include participation in share option
scheme and medical insurance for eligible employees. In-house and
external training programmes are also provided as and when required.

MATERIAL ACQUISITION OR DISPOSAL OF
SUBSIDIARIES OR ASSOCIATED COMPANIES OR
JOINT VENTURES DURING THE YEAR

The Group did not have any material acquisition or disposal of
subsidiaries or associated companies or joint ventures during the Year.

EVENTS AFTER REPORTING PERIOD
Exercise of put option - extension of completion date

On 10 January 2018, the Group agreed with Kwong Da in writing
to extend the date of completion of the disposal of 16.67% equity
interests in Yinghua to a day on or before 31 May 2018 (or such other
date as may be agreed by both parties in writing). Kwong Da also
agreed and undertook to pay interest on the outstanding put option
consideration on the date of completion at the rate of 10% per
annum calculated from 10 January 2018 to and including the date of
completion. For further details, please refer to the announcements of
the Company dated 24 July 2017 and 10 January 2018.
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Very substantial disposal — disposal of subsidiaries

On 16 March 2018, the Group entered into a sale and purchase
agreement with Ritzy Success Enterprises Limited as purchaser and
Mr. Yuan Ji Zhong as guarantor to dispose of the entire issued share
capital of Zen Vantage Limited (“Zen Vantage”) and the entire
sum owing by Zen Vantage to the Group (the “Sale Debt”) as at
completion at the aggregate consideration of HK$153 million which
shall be adjusted to the net asset value of Zen Vantage and the face
value of the Sale Debt as shown in the pro forma completion accounts
of Zen Vantage. Completion shall be conditional upon, among others,
the obtaining of the Shareholders” approval and the completion of the
reorganisation and the business transfer within the Group.

Immediately prior to the completion of such transaction, (i) Zen
Vantage will be holding Chung Tai Printing (China) Company Limited,
which is in turn holding FEHR KK RERE ORI BR A F
(unofficial English translation being Neway Chung Tai Paper Products
Development (Shenzhen) Co., Ltd.) (collectively, the “Disposal
Group”); and (i) the principal assets of the Disposal Group will be
the land and properties owned by the Group in Longgang District,
Shenzhen, the PRC and the building costs, leasehold improvements
and fixtures on the land and properties leased by the Group in
Longgang District, Shenzhen, the PRC. There will be no change to the
principal business of the Group as a result of such disposal.

A special general meeting of the Company will be convened for
approving such sale and purchase agreement and the disposal
contemplated thereunder. The related circular, notice of meeting and
form of proxy are expected to be despatched to the Shareholders
on or before 31 May 2018. For further details, please refer to the
announcement of the Company dated 16 March 2018.
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Corporate Governance Report
TXERBE

The Board (the “Board”) of directors (the “Directors”) of Neway
Group Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”) is pleased to present this Corporate
Governance Report in the annual report of the Company for the year
ended 31 December 2017 (the “Year").

The Company acknowledges the important roles of the Board
in providing effective leadership and direction to the Company’s
business and ensuring transparency and accountability of the
Company operations. The Board recognises that good corporate
governance practices are vital to maintain and promote shareholder
value and investor confidence and has adopted the code provisions
as set out in the Corporate Governance Code (the “CG Code”)
contained in Appendix 14 to the Rules (the “Listing Rules”) Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The Company is committed to enhancing
and reviewing its corporate governance practices from time to time to
ensure that they align with the latest development of the Group.

In the opinion of the Board, save for the deviations disclosed in
this Corporate Governance Report, the Company has applied the
principles of and complied with the code provisions set out in the CG
Code throughout the Year.

THE BOARD
Responsibilities

The overall management of the Company’s business is vested in the
Board, which assumes responsibility for leadership and control of
the Company and is responsible for promoting the success of the
Company by directing and supervising its affairs. All Directors take
decisions objectively in the interests of the Company and in the
attainment of the objective of creating value to the shareholders of
the Company. Every Director carries out his/her duty in good faith in
compliance with the standards of applicable laws and regulations and
acts in the interests of the Company and its shareholders as a whole
at all times.

Board Composition

The Board comprises eight members as at the date of this Corporate
Governance Report, which include two executive Directors, three non-
executive Directors and three independent non-executive Directors.
The composition of the Board has a balance of expertise, skills and
experience necessary for independent decision-making.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§

Neway Group Holdings Limited® £ £ [
ERARAR* ([RRAF] - EREME
AEmBIAEER]NER([EX)E
([EFEg])MAERRFTRE_T—+
FT+-A=+—BHLEFE(XFE])Z
FHMAZINABLEERRE -

ARPMBESSHRRHARBERIE
SIRRAIER  URBERARREEZ
ERELAEMTEDERERZAR -E
FERRARH ZEEEAFTRARTR
RERREEMREEELTNER
YERANBBHEXZMBR AR ([H
) RE s LR RIMT SR T AT %
ErasTRl (TexEATRI) iz~ al
FX - ARRBARRBRITHEEERT
Mo WAREL R AERERES A E
B SRR -

EXERR BRALXEAREMBE
ZIRBEIN RRBIRNAFRECEAEE
Rt Al Z RAINE B TR EA T AT
B2 7RIS -

EEg

BfE
EZgREANAIZERBERER A
AEmENREEARR UEABRERE
BARBEBAESARBKIN 2
F-2RBEFANARAMNRLEZRR
ARRIBEREEEBEZ BT TEMBE
HRE - REFRBERERIER 2
R RBMITRE AR A ARRF R
HER 2 BENETE-

EEEAM
EXEENAEXERABREAREAB NS
KRB BIEMERITES —HIFNTE
ENRZRBUFNTES EFENHE
REERBR R k&R I FEF
SEUELIBIIRE

* ERE



Corporate Governance Report
3 'M\Aﬁﬂ:

THE BOARD (Continued)
Board Composition (Continued)

The Board comprises the following Directors during the Year and up
to the date of this Corporate Governance Report:

Executive Directors:
Mr. SUEK Ka Lun, Ernie (Chairman)
Mr. SUEK Chai Hong (Chief Executive Officer)

Non-executive Directors:

Dr. NG Wai Kwan

Mr. CHAN Kwing Choi, Warren
Mr. WONG Sun Fat

Independent non-executive Directors:
Mr. TSE Tin Tai
(resigned on 1 June 2017)
Ms. LUI Lai Ping, Cecily
(retired on 9 June 2017)
Mr. LEE Kwok Wan
Mr. LAl Sai Wo, Ricky
(appointed on 19 April 2017)
Mr. CHU Gun Pui
(appointed on 23 June 2017)

Alternate Director:
Mr. LAU Kam Cheong (alternate Director to Dr. NG Wai Kwan)

The audit committee of the Board (the “Audit Committee”) comprises
the following members during the Year and up to the date of this
Corporate Governance Report:

Mr. LEE Kwok Wan (chairman)
Mr. WONG Sun Fat
Ms. LUI Lai Ping, Cecily (retired on 9 June 2017)

Mr. LAI Sai Wo, Ricky (appointed on 19 April 2017)
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THE BOARD (Continued)
Board Composition (Continued)

The remuneration committee of the Board (the “Remuneration
Committee”) comprises the following members during the Year and
up to the date of this Corporate Governance Report:

Ms. LUI Lai Ping, Cecily
(retired as chairman on 9 June 2017)
Mr. LEE Kwok Wan
(re-designated as chairman on 9 June 2017)
Mr. WONG Sun Fat
Mr. LAl Sai Wo, Ricky
(appointed on 19 April 2017)

The names of the Directors on the relevant dates are disclosed in all
corporate communications issued by the Company pursuant to the
Listing Rules.

Mr. SUEK Chai Hong, the chief executive officer of the Company
(the “Chief Executive Officer”), is the uncle of Mr. SUEK Ka Lun,
Ernie, the chairman of the Company (the “Chairman”). The detailed
relationships among members of the Board are disclosed under
the section headed “Biographical Details of Directors and Senior
Executives” on pages 49 to 53.

During the Year, following the retirement of Ms. LUl Lai Ping, Cecily
as an independent non-executive Director after the conclusion of
the annual general meeting of the Company held on 9 June 2017
(the “2017 AGM"), the Company only had two independent non-
executive Directors which fell below the minimum number required
under Rules 3.10(1) and 3.10A of the Listing Rules. On 23 June 2017,
Mr. CHU Gun Pui was appointed as an independent non-executive
Director, following which the Company has satisfied the requirements
under Rules 3.10(1) and 3.10A of the Listing Rules.
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Corporate Governance Report
3 'M\Aﬁﬂ:

THE BOARD (Continued)
Board Composition (Continued)

Save as disclosed above, during the Year, the Board has at all
times met the requirements of the Listing Rules relating to (i) the
appointment of at least three independent non-executive Directors
with at least one independent non-executive Director possessing
appropriate professional qualifications, or accounting or related
financial management expertise; and (ii) the appointment of
independent non-executive Directors representing at least one-third of
the Board.

The Company has received written annual confirmation from each
existing independent non-executive Director of his/her independence
pursuant to the requirements of the Listing Rules. The Company
considers all existing independent non-executive Directors to be
independent in accordance with the independence guidelines set out
in the Listing Rules.

The non-executive Directors bring a wide range of business
and financial expertise and experiences to the Board. Through
participation in Board meetings and serving on Board committees, all
non-executive Directors make various contributions to the effective
direction of the Company.

Chairman and Chief Executive Officer

The positions of the Chairman and the Chief Executive Officer are
held by different persons in order to preserve independence and
a balanced judgment of views. The Chairman, Mr. SUEK Ka Lun,
Ernie, is responsible for the effective functioning of the Board in
accordance with good corporate governance practices and is also
responsible for chairing the meetings, managing the operations of
the Board and ensuring that all major and appropriate issues are
discussed by the Board in a timely and constructive manner. The Chief
Executive Officer, Mr. SUEK Chai Hong, is responsible for running the
Company's businesses and developing and implementing the Group's
strategic plans and business goals.

Despite that the Chief Executive Officer and the Chairman are uncle
and nephew, they consider issues and make decisions independently.
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Corporate Governance Report
3 'M\Aﬁﬂ:

THE BOARD (Continued)

Annual Meetings Between Chairman and Non-executive
Directors Without Executive Directors Present

Provision A.2.7 of the CG code stipulates that the Chairman should
at least annually hold meetings with the non-executive Directors
(including independent non-executive Directors) without the executive
Directors present. The Chairman during the Year, namely Mr. SUEK Ka
Lun, Ernie, was himself an executive Director and as such, compliance
with this code provision was infeasible.

Appointment and Re-election of Directors

Each of the existing non-executive Directors and independent non-
executive Directors has signed a letter of appointment with the
Company. Mr. LEE Kwok Wan was appointed for a term of three
years from 5 April 2016 to 4 April 2019, Mr. LAl Sai Wo, Ricky was
appointed for a term of three years from 19 April 2017 to 18 April
2020, and Mr. CHU Gun Pui was appointed for a term of three
years from 23 June 2017 to 22 June 2020. Save for the above, all
other non-executive Directors have a term of appointment which
commenced from 1 April 2016 and will continue for a period of three
years until 31 March 2019. The term of appointment of each Director
is subject to retirement by rotation and re-election in accordance with
the Company’s bye-laws (the “Bye-laws”) and the Listing Rules and
the terms and conditions of their respective letters of appointment.

The procedures and process of appointment, re-election and removal
of Directors are laid down in the Bye-laws. The Board as a whole is
responsible for reviewing the structure and composition of the Board
with reference to the business model of the Company, developing and
formulating the relevant procedures for nomination and appointment
of Directors, monitoring the appointment and succession planning
of Directors and assessing the independence of independent non-
executive Directors.

The Company has not adopted written terms of the Directors’
nomination procedures. Where vacancies on the Board exist, the
Board will carry out the selection process.
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Corporate Governance Report
3 'M\Aﬁﬂ:

THE BOARD (Continued)
Induction and Continuing Development for Directors

The Directors are encouraged to attend external seminars and training
programmes at the Company’s expense to update themselves with
the legal and regulatory developments and the business and market
changes to facilitate the discharge of their responsibilities. Briefings
and professional development trainings will be arranged for the
Directors whenever necessary.

Professional Training for Directors

Each of the existing Directors, namely Mr. SUEK Ka Lun, Ernie, Mr.
SUEK Chai Hong, Dr. NG Wai Kwan, Mr. CHAN Kwing Choi, Warren,
Mr. WONG Sun Fat, Mr. LEE Kwok Wan, Mr. LAl Sai Wo, Ricky, Mr.
CHU Gun Pui and Mr. LAU Kam Cheong confirmed to the Company
that he had complied with provision A.6.5 of the CG Code during the
Year by reading all materials provided by the company secretary of the
Company (the “Company Secretary”) and/or attending trainings on
the topics relating to the updates on the continuing obligations under
the Listing Rules launched by professional parties.

COMPANY SECRETARY

Ms. CHEUNG Yuk Shan joined the Group as the Company Secretary
since 23 August 2010. Acting as the Company Secretary, Ms.
CHEUNG Yuk Shan reports to the Board and is responsible for advising
the Board on corporate governance matters. She has taken not less
than 15 hours of relevant professional training during the Year in
compliance with Rule 3.29 of the Listing Rules.

Board Meetings, Board Committee Meetings and General
Meetings

Board practices and conduct of meetings

Notices of regular Board meetings were served to all Directors at least
14 days before the meetings during the Year. For other Board and
committee meetings, reasonable notices were given.
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Corporate Governance Report
3 'M\Aﬁﬂ:

THE BOARD (Continued)

Board Meetings, Board Committee Meetings and General
Meetings (Continued)

Board practices and conduct of meetings (Continued)

Board papers together with all appropriate, complete and reliable
information were sent to all Directors at least three days before each
Board meeting or committee meeting during the Year to keep the
Directors apprised of the latest development and financial position of
the Company and to enable them to make informed decisions. The
Board and each Director also had separate and independent access to
the senior management whenever necessary.

The Company Secretary is responsible for taking and keeping minutes
of all Board meetings and committee meetings. During the Year, draft
minutes were normally circulated to the Directors for comment within
a reasonable time after each meeting and the final version was open
for the Directors’ inspection.

The Bye-laws contain provisions, with certain permitted exemptions,
requiring Director(s) to abstain from voting and not to be counted
in the quorum at meetings for approving transactions in which
such Director(s) or any of their respective associates have a material
interest.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§

EEg (&)

Exee8 ETZEEE
e ()

EFEEREHRERF (H)

EXEXMER—YEE TBEASE
BHERAFEEESTANEREES
BARCHEL=ZRFETE2REES
NBEZEEARNRT 2 & E R MK
AR WERME MEHRE - EFEME
HEFEARER YA EREBEITE
BaREEAR

ERERKRR

NREMERECBMRENEESSS
ENEEEER L NAFE  FEC
BB RERNETERTHERAERHE
ADETESR WREEFZER &K
RAFHERER-

MAEA R RE TEEF#RL RE
EHESEFNRES B 2 TMBEALR

BEARNMBEZR S 2%i.ﬁ@%$
/,\EQ;ET /j% ﬁz_ =a ﬁﬁﬁﬁaa
mZ%mk@W



Corporate Governance Report
3 'M\Aﬁﬂ:

THE BOARD (Continued)

Board Meetings, Board Committee Meetings and General
Meetings (Continued)

Directors’ attendance records

During the Year, the Board held four meetings, two of which were
regular Board meetings for reviewing and approving the financial
and operating performance of the Group. The Company did not
announce its quarterly results and hence did not consider the holding
of quarterly meetings necessary.

Provision A.6.7 of the CG Code requires the independent non-
executive Directors and other non-executive Directors to attend
general meetings of the Company and develop a balanced
understanding of the views of the shareholders. During the Year,
except (i) Ms. LUI Lai Ping, Cecily, a former independent non-executive
Director who has retired after the conclusion of the 2017 AGM and
who was unable to attend the 2017 AGM due to her other business
commitments; and (i) Mr. CHU Gun Pui, who was only appointed
as an independent non-executive Director on 23 June 2017 and has
not attended the 2017 AGM and the special general meeting of
the Company held on 9 June 2017, all independent non-executive
Directors and other non-executive Directors have attended all general
meetings during the Year.

EEg (&)

Exee8 ETZEEE
e ()

EELEL#

RAFE EF2ERTOREEHE  HP
ﬁﬁﬁ%%A%%ﬁ&MEKEEW%
NEBEBEMBITZEHEFH -AA
WEAMEEELE I%WEIEM

RITEEGH-

ERERKRR

EERTREATIERT ﬁi%ﬂ
TESEREMIENTESAELNAR

%%KAEM&%miiﬁﬁgﬁ%%
WRB-RAFE Ri)aBYLL (R
T FERRAFRELERERT
ZWﬁi#ﬂﬂi%'ﬁ.ﬁ@@%ﬁ
BEIEHF T —tFRREBFAL):
FiVREMEE (FR_E—FEF <A
T =HEEBYIERTES AV E
PR _E—tFNANBETHNARF
“E—tFRRAFRERBRERERIKX
)N BB IERMITES REMIESR
NTEEERAFEBRHEHEMEREKR

&= o
=

Neway Group Holdings Limited f 2 MiZRER D 7
Annual Report 2017 F 3§

35



36

Corporate Governance Report

3 'M\Aﬁﬂ:

THE BOARD (Continued) EEg (&)
Board Meetings, Board Committee Meetings and General EECeR EEZECEERRKRE
Meetings (Continued) g (&)
Directors’ attendance records (Continued) EFHEDR (&)
The individual attendance record of each Director at the meetings of LT EEASE % ANKEE RN HEN
the Board, the Board committees and at the general meetings of the NEEEee EScE8oe3 MK
Company for the Year is set out below: B AE 708k
Attendance/Number of meetings
held during the tenure of directorship "
ESAAZHERE g8Ky e
Special Annual
General General
Meeting Meeting
Audit Remuneration held on held on
Name of Directors Board Committee Committee 9 June 2017 9 June 2017
RZB-t& R-Z-+tF
AANE AANA
272 #72
EEf3 EZg ERZEEE FMZEEE REHIAE RREEKE
Executive Directors HTEZ
~ Mr. SUEK Ka Lun, Ernie -BERLE 4/4 N/A N/A 17 17
(Chairman) (%) TER TEA
- Mr. SUEK Chai Hong —EEERE 4/4 N/A N/A 1”1 il
(Chief Executive Officer) (178 48%) A TEA
Non-executive Directors EHTES
~ Dr. NG Wai Kwan 2 - REHEELT 4/4 N/A N/A 17 17
TEH TR
- Mr. CHAN Kwing Choi, Warren —[RIAM & 4/4 N/A N/A 17 1/1
TEH TR
- Mr. WONG Sun Fat —EMBRE 4/4 212 3/3 1”1 7
Independent Non-executive Directors BUKBITES
~ Mr. TSE Tin Tai —WAREE(R_F—¢F 12 N/A N/A 0/0 0/0
(resigned on 1 June 2017) ~A—HAEHT) T THEA
~Ms. LUI Lai Ping, Cecily -RERLT (R-F—+# 112 1/1 212 0/0 0N
(retired on 9 June 2017) NANARE)
- Mr. LEE Kwok Wan ~-ZEZERE 4/4 212 3/3 1”1 il
~ Mr. LAI Sai Wo, Ricky “BUEMEE (R=F—+F 212 11 11 11 17
(appointed on 19 April 2017) BA+HAEZE)
- Mr. CHU Gun Pui —-REMEE(RZFE—F 22 N/A N/A 0/0 0/0
(appointed on 23 June 2017) NAZT=HEZE) A THEA
Notes: Hiat
1. Attendance of the Directors during the Year was stated by reference to 1. E%EAKiFZﬁf//\gﬁ(ﬂﬂﬁ £%8
the number of the meeting(s) held during their respective tenures. FHARITHGRREMES
2. All meetings were attended by Dr. NG Wai Kwan instead of his 2. FeEgsmREREL MFERZEEE

alternate director.
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Corporate Governance Report
3 'M\Aﬁﬂ:

THE BOARD (Continued)
Model Code for Securities Transactions

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as the code of conduct regarding
Directors’ securities transactions.

The Company has made specific enquiry of all Directors and the
Directors have confirmed that they have complied with the required
standards set out in the Model Code throughout the Year.

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

No incident of non-compliance of the Employees Written Guidelines
was noted by the Company during the Year.

DIRECTORS’ INSURANCE

The Company has arranged for appropriate liability insurance for the
directors and officers of the Group for indemnifying their liabilities
arising from corporate activities. The insurance coverage is reviewed
on an annual basis.

DELEGATION

In practice, the Board takes responsibility for decision making in all
major matters of the Company including the approval and monitoring
of all policy matters, the setting of objectives and overall strategies,
internal controls and risk management systems, material transactions
(in particular those may involve a conflict of interests), appointment
of Directors and other significant financial and operational matters.
The day-to-day management, administration and operation of the
Company are delegated to the senior executives. The delegated
functions and work tasks are periodically reviewed. Approval has to be
obtained from the Board prior to any significant transactions entered
into by these senior executives and the Board has the full support for
them to discharge their responsibilities.
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Corporate Governance Report
TXERBE

DELEGATION (Continued)

All Directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, with
a view to ensuring that Board procedures and all applicable rules
and regulations are followed. Each Director is normally able to seek
independent professional advice in appropriate circumstances at the
Company's expense, upon making request to the Board.

The Board has established three committees, namely, the
Remuneration Committee, the Audit Committee and the investment
management committee (the "Investment Management Committee")
for overseeing particular aspects of the Company's affairs. All Board
committees are established with defined written terms of reference.

Remuneration Committee

As at the date of this Corporate Governance Report, the
Remuneration Committee comprises two independent non-executive
Directors, namely Mr. LEE Kwok Wan (chairman) and Mr. LAI Sai Wo,
Ricky, and one non-executive Director, namely Mr. WONG Sun Fat, the
majority of them was independent non-executive Directors.

The primary functions of the Remuneration Committee include
making recommendations on the remuneration policy and structure
and remuneration packages of the executive Directors and the senior
management. The Remuneration Committee is also responsible for
establishing transparent procedures for developing such remuneration
policy and structure to ensure that no Director or any of his/her
associates will participate in deciding such Director's remuneration.
Remuneration of each Director is determined by reference to the
Group's operating results, the duties and responsibilities of the
Director with the Company, the performance of the Director
and the Company as well as market practice and conditions. The
Remuneration Committee shall consult the Chairman and/or the
Chief Executive Officer in relation to its proposals relating to the
remuneration of the executive Directors and shall have access to
professional advice at the Company's expense, if necessary.

During the Year, the Remuneration Committee has held three
meetings to discuss the remuneration packages of the newly
appointed Directors, to review the remuneration of the existing
Directors and senior management and made recommendation to the
Board in relation thereto.

The written terms of reference for the Remuneration Committee is
posted on the websites of the Company (www.newaygroup.com.hk)
and of the Stock Exchange (www.hkexnews.hk) and is available to
shareholders upon request.
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Corporate Governance Report
3 'M\Aﬁﬂ:

DELEGATION (Continued)
Investment Management Committee

For the purpose of effective and timely management of the
investment matters of the Company, and in order to cope with the
Company’s business development in the future, a committee of the
Board known as Investment Management Committee was established
in March 2014 for identifying, assessing and analysing all investment
opportunities for the Group and to make recommendations on
acquisition and/or disposal of the Group to the Board from time to
time.

The Investment Management Committee comprises five members,
namely Mr. SUEK Ka Lun, Ernie (chairman), Mr. SUEK Chai Hong,
Mr. CHAN Kwing Choi, Warren, Mr. CHOW Yun Cheung, and Ms.
CHEUNG Yuk Shan throughout the Year and up to the date of this
Corporate Governance Report, all of whom possess experience and
familiarity with financial and investment analysis.

During the Year, the Investment Management Committee has held
two meetings and all members of the Investment Management
Committee attended such meetings.

NOMINATION OF DIRECTORS

The Board has not established a nomination committee at present,
which was in deviation of Provisions A.5.1 to A.5.6 of the CG
Code. The Board is responsible for reviewing the structure, size and
composition of the Board from time to time, and the appointment
and removal of Directors are subject to the Board's collective decision.
The Board will identify individuals suitably qualified to be appointed to
the Board when necessary. The Board considers potential directorship
based on the candidate’s qualification, expertise, experience and
knowledge as well as the requirements under the Listing Rules.

During the Year, the Board has identified suitable candidates based
on the factors abovementioned and appointed two independent non-
executive Directors, namely Mr. LAl Sai Wo, Ricky and Mr. CHU Gun
Pui.
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Corporate Governance Report
3 'M\Aﬁﬂ:

CORPORATE GOVERNANCE FUNCTION

The Board has not established a corporate governance committee.
Instead, the full Board is responsible for performing the corporate
governance function such as developing and reviewing the policies
and practices of the Company on corporate governance, reviewing
and monitoring the training and continuous professional development
of the Directors and senior management, reviewing the policies and
practices of the Company on compliance with legal and regulatory
requirements and developing and reviewing and monitoring the codes
of conduct applicable to employees and Directors. During the Year,
the Board reviewed the Company’s compliance with the CG Code and
the disclosure in this Corporate Governance Report.

BOARD DIVERSITY

The Board has adopted a board diversity policy on 1 September 2013
(the “Board Diversity Policy”). In assessing the Board composition,
the Board would consider various aspects set out in the Board
Diversity Policy, including but not limited to gender, age, cultural
and educational background, knowledge, professional experience
and skills. The ultimate decision will be based on merit and the
contribution that the selected candidates may bring to the Board.
Despite the Board did not consist of any female members as at the
date of this Corporate Governance Report, the Board considers
that an appropriate balance of diversity in terms of experience and
knowledge of the Board is maintained.

ACCOUNTABILITY AND AUDIT

Directors’ Responsibilities in respect of Financial
Statements

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the Year.

The Board is responsible for presenting a balanced, clear and
understandable assessment in annual and interim reports, price-
sensitive announcements and other disclosures required under the
Listing Rules and other regulatory requirements.

The management provides such explanation and information to the
Board so as to enable the Board to make an informed assessment
of the financial information put to the Board for approval and the
financial position of the Company.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§

EERBEE
EEeWEKILEEREZEZ A
TREECTEERTLEERBE O
WNHIET M A AR 2 BEERBER &
%ﬁ,ﬁﬁ&%%§$&%maﬁA;
ZEIIRBEEXELR RITARA
TFTEEREEHRTE ZBEK &%ﬁ.%&
%%Tﬁﬁ& ERERARNEENRESH
RS -RAFE BEEZERIEAD
ﬁﬁ%ﬁ%amﬁszﬁ%ﬁnﬁ%
AEEERBMEPHE-

EEEE L

RZZE—=FNA—HB EF2CKE®H
%%Ayfmtﬁ%ﬁﬂﬁ Ayﬁ{tﬂl
R -HEFHEFTHENE EFE
%F%% Z AL R ﬁﬁﬁz?ﬂ

CBREETNERMERN Fi8 - Xk
%&Eiﬁ% i BEREREINEE - &K
RERAERARBM L‘A&ﬂ%ﬁ/\—ﬁ%

EEEWRZEMARE BERNAD
%a/u#&ﬁtEHHi%AI?E\EﬂﬁIEﬁZ
E - EEZEgRAMERLMBEMS

EXeZ bR TEEN -

B RN K ZFT
EERMBRERAREZRR

ESHRARFAERRARANAFE
ZHHImRZEE

%%Aﬁf?ftﬁf&qﬂﬁﬂ#&i f (B 8%
REBMANE AR EMHRANEEBES
%E BRZHEMPBEEHELTE B
B Ko 2 PR 3 iR 2 R AR o

EEEERNEFTERUMFEEELE
o EEEERAHRETESSUH
HfE 2 BB R AR B 2 B ISR
B RS o



Corporate Governance Report
3 'M\Aﬁﬂ:

ACCOUNTABILITY AND AUDIT (Continued)
Risk Management and Internal Control

During the Year, the Group has complied with Provision C.2 of the
CG Code by maintaining appropriate and effective risk management
and internal control systems. The management of the Company is
responsible for the design, implementation and monitoring of such
system while the Board oversees the management in performing its
duties on an ongoing basis. Main features of the risk management
and internal control systems are described below:

Risk Management System

The Group adopts a risk management system which manages the risk
associated with its business and operations. The system comprises the
following phases:

o Identification: Identify ownership of risks, business objectives
and risks that could affect the achievement of objectives;

o Evaluation: Analyse the likelihood and impact of risks and
evaluate the risk portfolio accordingly; and

o Management: Consider the risk responses, ensure effective
communication to the Board and monitor the residual risks on
an on-going basis.

Based on the risk assessments conducted during the Year, no
significant risk was identified.

Internal Control System

The Company has in place an internal control system which is
compatible with the Committee of Sponsoring Organizations of
the Treadway Commission (the “COSQO"”) 2013 framework. The
framework enables the Group to achieve objectives regarding
effectiveness and efficiency of operations, reliability of financial
reporting and compliance with applicable laws and regulations. The
components of the framework are shown as follows:

. Control environment: A set of standards, processes and
structures that provide the basis for carrying out internal
control across the Group;

o Risk assessment: A dynamic and iterative process for
identifying and analysing risks to achieve the Group's
objectives, forming a basis for determining how risks should be
managed;
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Corporate Governance Report
3 'M\Aﬁﬂ:

ACCOUNTABILITY AND AUDIT (Continued)
Risk Management and Internal Control (Continued)

Internal Control System (Continued)

Control activities: Actions established by policies and
procedures to help ensure that management directives to
mitigate risks for the achievement of objectives are carried out;

Information and communication: Internal and external
communications to provide the Group with the information
needed to carry out day-to-day controls; and

Monitoring: Ongoing and separate evaluations to ascertain
whether each component of the internal control system is
present and functioning.

In order to enhance the Group’s system of handling inside information
and to ensure the truthfulness, accuracy, completeness and timeliness
of its public disclosures, the Group also adopts and implements
an inside information policy and procedures. Certain reasonable
measures have been taken from time to time to ensure that proper
safeguards exist to prevent a breach of a disclosure requirement in
relation to the Group, which include:

the access of information is restricted to a limited number of
employees on a need-to-know basis. Employees who are in
possession of inside information are fully conversant with their
obligations to preserve confidentiality;

confidentiality agreements are in place when the Group enters
into significant negotiations; and

the executive Directors are designated persons who speak on
behalf of the Company when communicating with external
parties such as the media, analysts or investors.

Based on the internal control reviews conducted during the Year, no

significant control deficiency was identified.
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Corporate Governance Report
3 'M\Aﬁﬂ:

ACCOUNTABILITY AND AUDIT (Continued)
Risk Management and Internal Control (Continued)
Internal Audit Function

The Group has an Internal Audit (“IA") function, which consists of
professional staff with relevant expertise (such as Certified Public
Accountant). The IA function is independent of the Group's daily
operation and carries out appraisal of the risk management and
internal control systems by conducting interviews, walkthroughs and
tests of operating effectiveness.

An |IA plan has been approved by the Board. According to the
established plan, review of the risk management and internal control
systems is conducted annually, covering a period of each financial
year and the results are reported to the Board via Audit Committee
afterwards.

Effectiveness of the Risk Management and Internal
Control Systems

The Board is responsible for the risk management and internal control
systems of the Group and ensuring review of the effectiveness of
these systems has been conducted annually. Several areas have
been considered during the Board’s review, which include but are
not limited to (i) the changes in the nature and extent of significant
risks since the last annual review and the Group's ability to respond
to changes in its business and the external environment; and (ii) the
scope and quality of management’s on-going monitoring of risks and
of the internal control systems.

The Board and the IA function had conducted a review of the
effectiveness of the risk management and internal control systems
during the Year. The Board, through its review and the review
made by IA function and Audit Committee, concluded that the
risk management and internal control systems were effective and
adequate. Such systems, however, are designed to manage rather
than eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against
material misstatement or loss. It is also considered that the resources,
qualifications and experience of relevant staff were adequate and the
training programs and budget provided were sufficient.
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Corporate Governance Report
3 'M\Aﬁﬂ:

ACCOUNTABILITY AND AUDIT (Continued)
Audit Committee

As at the date of this Corporate Governance Report, the Audit
Committee comprises two independent non-executive Directors,
namely Mr. LEE Kwok Wan (chairman) and Mr. LAl Sai Wo, Ricky,
and one non-executive Director, namely Mr. WONG Sun Fat, the
majority of them was independent non-executive Directors (including
at least one independent non-executive Director who possesses
the appropriate professional qualifications or accounting or related
financial management expertise). None of the members of the Audit
Committee was a former partner of the Company’s existing external
auditors.

The written terms of reference for the Audit Committee is posted on
the websites of the Company (www.newaygroup.com.hk) and of the
Stock Exchange (www.hkexnews.hk) and is available to shareholders
upon request.

The main duties of the Audit Committee include the following:

o to review the financial statements and reports of the Company
and consider any significant or unusual items raised by the
Company's staff responsible for the accounting and financial
reporting function and external auditors before submission to
the Board;

o to review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management systems via the IA function and their associated
procedures; and

o to review the relationship with the external auditors by
reference to the work performed by the auditors, their fees
and terms of engagement and make recommendation to the
Board on the appointment, re-appointment and removal of
external auditors.
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Corporate Governance Report
TXERBE

ACCOUNTABILITY AND AUDIT (Continued)
Audit Committee (Continued)

During the Year, the Audit Committee has held two meetings and
reviewed the Group's final results and annual report for the Year and
interim results for the six months ended 30 June 2017. The Audit
Committee has also reviewed with the management the Group's
accounting policies, the risk management and internal control
systems via the IA function and the effectiveness of the Company’s
IA function. It has also discussed auditing, internal controls and
financial reporting matters of the Group, reported to the Board on
material issues, if any, and made recommendations to the Board. It
has reviewed the work performed and fees charged by the external
auditors and made recommendation to the Board on the re-
appointment of external auditors.

The Company's final results for the Year have been reviewed by the
Audit Committee. There is no material uncertainties relating to events
or conditions that may cast significant doubt on the Company's ability
to continue as a going concern.

There is no disagreement between the Board and the Audit
Committee regarding the selection and appointment of external
auditors.

External Auditors and Auditor's Remuneration

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 103 to 110.

For the Year, the remuneration paid/payable to the external auditors
of the Company in respect of audit services and non-audit services
amounted to HK$1.9 million and HK$0.4 million respectively. The
non-audit services charged by the external auditors of the Company
for the Year included (i) interim review of the financial statements of
the Company for the six months ended 30 June 2017; (ii) filling of
tax return of the Company and its subsidiaries; and (iii) professional
services rendered on a major transaction of the Company under
Chapter 14 of the Listing Rules conducted during the Year.
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Corporate Governance Report
3 'M\Aﬁﬂ:

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Company believes that effective communication with
shareholders is essential for enhancing investor relations and
investors’ understanding of the Group's business performance and
strategies. The Group also recognises the importance of transparency
and timely disclosure of corporate information to enable shareholders
and investors to make the best investment decision.

The Company continues to enhance communications and
relationships with its investors. Designated senior executives maintain
regular dialogue with institutional investors and analysts to keep them
abreast of the Company’s developments. Investors may write directly
to the Company at the principal place of business in Hong Kong for
any enquiries. Enquiries from investors are dealt with in an informative
and timely manner.

The general meetings of the Company provide a forum for
communication between the Board and the shareholders. The
Company encourages its shareholders to attend general meetings
to ensure a high level of accountability to the shareholders and
for the shareholders to stay informed of the Group’s strategy and
goals. External auditors, the Chairman as well as the chairmen of
the Remuneration Committee and the Audit Committee or, in their
absence, other members of the respective committees, normally
attend the annual general meeting and other relevant general
meetings of the Company to answer questions from the shareholders.

Pursuant to Bye-law 58 of the Company’s Bye-laws, shareholders of
the Company holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times
have the right, by written requisition to the Board or the Company
Secretary, to require a special general meeting to be called by the
Board for the transaction of any business specified in such requisition;
and such meeting shall be held within two months after the deposit
of such requisition. If within 21 days of such deposit the Board fails to
proceed to convene such meeting the requisitionists themselves may
do so in accordance with Section 74(3) of the Companies Act 1981
of Bermuda, as amended from time to time. The written requisition
must state the objects of the meeting, and must be signed by the
relevant shareholder(s) and deposited to the Company Secretary at
the Company’s principal place of business.
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Corporate Governance Report
3 'M\Aﬁﬂ:

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS (Continued)

Pursuant to the Companies Act 1981 of Bermuda, (i) shareholders
representing not less than one-twentieth of the total voting rights
of all shareholders having a right to vote at the general meeting;
or (ii) not less than one hundred shareholders, can submit a written
requisition stating the resolution which is intended to be moved
at a general meeting, or to submit a statement of not more than
one thousand words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at that meeting.

Shareholders who wish to put forward any enquiry to the Board
may send such written enquiry to the Company'’s principal place of
business in Hong Kong, to the attention of the Company Secretary.

The Company’s branch share registrar and transfer office in Hong
Kong, Tricor Secretaries Limited, deals with shareholders’ questions on
their shareholdings and related share registration matters.

SHAREHOLDERS' RIGHTS

To safeguard the shareholders’ interests and rights, separate
resolution is proposed at general meetings on each substantially
separate issue, including the election of individual Director.

All resolutions put forward at a general meeting will be taken by poll
pursuant to the Listing Rules and poll results will be posted on the
websites of the Company (www.newaygroup.com.hk) and of the
Stock Exchange (www.hkexnews.hk) after the general meeting.
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Corporate Governance Report
3 'M\Aﬁﬂ:

CONSTITUTIONAL DOCUMENTS

During the Year, the Company has amended the Bye-laws to cater
for the increasing demand from investors holding securities in listed
companies through the Central Clearing and Settlement System for
attending the shareholders’ meetings in person or appointing proxies/
corporate representatives to vote on their behalf. Such amendments
include, among others, provisions allowing HKSCC Nominees Limited
(or any successor thereto) to appoint multiple proxies/corporate
representatives to attend general meetings of the Company and
provisions enabling the Company to give notice of a closure of the
register of members of the Company by any means in such manner
as may be accepted by the Stock Exchange in addition to the existing
method of advertisement on certain newspapers. These amendments
became effective on 9 June 2017. These amendments to the Bye-laws
were duly passed by the shareholders as a special resolution of the
Company at the 2017 AGM, further details of which are set out in
the circular of the Company dated 28 April 2017, the notice of 2017
AGM dated 28 April 2017, and the poll results announcement of the
Company dated 9 June 2017.

The amended and restated Bye-laws could be found on the websites
of the Company and of the Stock Exchange.
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Biographical Details of Directors and Senior Executives

EERERITRAEZEE

EXECUTIVE DIRECTOR

Mr. SUEK Ka Lun, Ernie, aged 39, was appointed as the Chairman
since August 2009. He has been an executive Director since July
2004 and the chief executive officer of the Company from November
2007 to 31 August 2009. He is also a director of a number of
subsidiaries of the Company. Mr. SUEK Ka Lun, Ernie obtained an
EMBA degree and a Master degree in marketing from The Chinese
University of Hong Kong in 2008 and 2003 respectively. He had two
years of experience in investment banking and subsequently moved
to commercial sector and acted as a director of a private company
for two years. Mr. SUEK Ka Lun, Ernie possesses sophisticated and
professional management experience and is familiar with investment
analysis. He is responsible for monitoring the Group’s business
development and to search for business opportunities in the PRC
market and overseas. Mr. SUEK Ka Lun, Ernie has not entered into any
service contract with the Company and there is no designated length
of service but his appointment is subject to retirement by rotation
and re-election and other related provisions as stipulated in the Bye-
laws and the Listing Rules. As at the date of this report, Mr. SUEK Ka
Lun, Ernie is entitled to receive a remuneration of HK$2,310,000 per
annum.

Mr. SUEK Ka Lun, Ernie is the nephew of Mr. SUEK Chai Hong, an
executive Director and the Chief Executive Officer, and Dr. NG Wai
Kwan, a non-executive Director.

Mr. SUEK Ka Lun, Ernie, is a director of CNA Company Limited, which
has an interest in the shares and underlying shares of the Company
which would fall to be disclosed to the Company under the provisions
of Divisions 2 and Divisions 3 of Part XV of the Securities and Futures
Ordinance.

Mr. SUEK Chai Hong, aged 56, was appointed as the Chief Executive
Officer since August 2009 and has been appointed as an executive
Director since 1992. He is also a director of a number of subsidiaries
of the Company. Mr. SUEK Chai Hong obtained a Bachelor degree
of Business Administration in Finance from the York University,
Canada. He has more than 25 years of experience in marketing and
is responsible for running the Company’s businesses and developing
and implementing the Group’s strategic plans and business goals.
Mr. SUEK Chai Hong has not entered into any service contract with
the Company and there is no designated length of service but his
appointment is subject to retirement by rotation and re-election and
other related provisions as stipulated in the Bye-laws and the Listing
Rules. As at the date of this report, Mr. SUEK Chai Hong is entitled to
receive a remuneration of HK$1,386,000 per annum.

Mr. SUEK Chai Hong is the uncle of Mr. SUEK Ka Lun, Ernie, an
executive Director and the Chairman.
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Biographical Details of Directors and Senior Executives

EERERITRAEZEE

NON-EXECUTIVE DIRECTORS

Dr. NG Wai Kwan, aged 68, was appointed as an non-executive
Director in March 2007. Dr. NG Wai Kwan holds an engineering
doctorate degree from the University of Warwick in the United
Kingdom. Dr. NG Wai Kwan has over 35 years’ experience in supply
management, logistics planning, innovation and executive and
leadership development.

Pursuant to the letter of appointment entered into between Dr. NG
Wai Kwan and the Group, Dr. NG Wai Kwan has been appointed
for a term of three years commenced from 1 April 2016 until 31
March 2019 subject to retirement by rotation and re-election and
other related provisions as stipulated in the Bye-laws and the Listing
Rules and the terms and conditions of his letter of appointment. As
at the date of this report, Dr. NG Wai Kwan is entitled to receive a
remuneration of HK$120,000 per annum.

Dr. NG Wai Kwan is the uncle of Mr. SUEK Ka Lun, Ernie, an executive
Director and the Chairman.

Mr. CHAN Kwing Choi, Warren, aged 66, was appointed as an
independent non-executive Director in February 2002 and was re-
designated as a non-executive Director in November 2007. He is
a director of a subsidiary of the Company. Mr. CHAN Kwing Choi,
Warren is a fellow member of the Hong Kong Institute of Certified
Public Accountants and the Chartered Institute of Management
Accountants (UK) and an associate member of the Institute of
the Chartered Accountants in England and Wales, the Institute of
Chartered Secretaries & Administrators (UK), the Hong Kong Institutes
of Chartered Secretaries and the Chartered Global Management
Accountant.

Mr. CHAN Kwing Choi, Warren has over 35 years of experience
in financial management, corporate administration and corporate
finance in several multinational corporations and listed public
companies.

Pursuant to the letter of appointment entered into between Mr,
CHAN Kwing Choi, Warren and the Group, Mr. CHAN Kwing Choi,
Warren has been appointed for a term of three years commenced
from 1 April 2016 until 31 March 2019 subject to retirement by
rotation and re-election and other related provisions as stipulated
in the Bye-laws and the Listing Rules and the terms and conditions
of his letter of appointment. As at the date of this report,
Mr. CHAN Kwing Choi, Warren is entitled to receive a remuneration of
HK$170,000 per annum.
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Mr. WONG Sun Fat, aged 62, was appointed as an independent
non-executive Director from December 1994 to August 2009 and
re-designated as a non-executive Director in August 2009. He is
currently a member of the Audit Committee and the Remuneration
Committee. Mr. WONG Sun Fat holds a Bachelor degree of Arts from
The University of Hong Kong and has over 30 years of experience in
electronic products business and vast experience in manufacturing
operations.

Pursuant to the letter of appointment entered into between Mr.
WONG Sun Fat and the Group, Mr. WONG Sun Fat has been
appointed for a term of three years commenced from 1 April 2016
until 31 March 2019 subject to retirement by rotation and re-
election and other related provisions as stipulated in the Bye-laws
and the Listing Rules and the terms and conditions of his letter of
appointment. As at the date of this report, Mr. WONG Sun Fat is
entitled to receive a remuneration of HK$120,000 per annum.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LEE Kwok Wan, aged 50, was appointed as an independent
non-executive Director in April 2013. He is currently the chairman
of the Audit Committee and the Remuneration Committee. Mr. LEE
Kwok Wan holds a MBA degree in Business Administration and a
Bachelor degree in Commerce and Accountancy and is an associate
member of the Hong Kong Institute of Certified Public Accountants,
the CPA Australia, the Institute of Chartered Secretaries and
Administrators and The Hong Kong Institute of Chartered Secretaries.
Mr. LEE Kwok Wan has more than 20 years of accounting and
management experience. He is the chief financial officer of a sizable
company in Hong Kong engaging in the manufacturing of watches.
He was once appointed as the company secretary of the Company
from March 2007 to May 2008.

Pursuant to the letter of appointment entered into between Mr. LEE
Kwok Wan and the Group, Mr. LEE Kwok Wan has been appointed
for a term of three years commenced from 5 April 2016 until 4 April
2019 subject to retirement by rotation and re-election and other
related provisions as stipulated in the Bye-laws and the Listing Rules
and the terms and conditions of his letter of appointment. As at
the date of this report, Mr. LEE Kwok Wan is entitled to receive a
remuneration of HK$120,000 per annum.
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Mr. LAI Sai Wo, Ricky, aged 44, was appointed as an independent
non-executive Director in April 2017. He is currently a member of
the Audit Committee and the Remuneration Committee. He holds
a Master degree of Corporate Governance from The Hong Kong
Polytechnic University and a Bachelor degree of Arts (Honours) in
Accountancy from the City University of Hong Kong. Mr. LAl Sai
Wo, Ricky is a practising accountant of the Hong Kong Institute of
Certified Public Accountants, a fellow member of the Association
of Chartered Certified Accountant and an associate member of The
Institute of Chartered Secretaries and Administrators and the Hong
Kong Institute of Chartered Secretaries.

Mr. s Sai Wo, Ricky has more than 15 years of accounting and
management experience. He is currently the financial controller and
the company secretary of Jolimark Holdings Limited (Stock Code:
2028), whose shares are listed on the Main Board of the Stock
Exchange. Mr. LAl Sai Wo, Ricky was once appointed as the company
secretary of the Company from August 2006 to March 2007.

Pursuant to the letter of appointment dated 19 April 2017 made
between Mr. LAl Sai Wo, Ricky and the Company, Mr. LAl Sai Wo,
Ricky has been appointed for a term of three years commenced from
19 April 2017 to 18 April 2020 subject to retirement by rotation and
re-election and other related provisions as stipulated in the Bye-laws
and the Listing Rules and the terms and conditions of his letter of
appointment. As at the date of this report, Mr. LAl Sai Wo, Ricky is
entitled to receive a remuneration of HK$120,000 per annum.

Mr. CHU Gun Pui, aged 38, was appointed as an independent non-
executive Director in June 2017. Mr. CHU Gun Pui holds a Bachelor
degree of Commerce majoring in marketing and a Bachelor degree
of Science majoring in computer science from The University of
Auckland. Mr. CHU Gun Pui has over 15 years of experience in sales
and marketing field in entertainment industry.

Pursuant to the letter of appointment entered into between Mr.
CHU Gun Pui and the Group, Mr. CHU Gun Pui has been appointed
for a term of three years commenced from 23 June 2017 until 22
June 2020 subject to retirement by rotation and re-election and
other related provisions as stipulated in the Bye-laws and the Listing
Rules and the terms and conditions of his letter of appointment. As
at the date of this report, Mr. CHU Gun Pui is entitled to receive a
remuneration of HK$120,000 per annum.
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As at the date of this report, each of Mr. SUEK Ka Lun, Ernie, Mr.
SUEK Chai Hong, Dr. NG Wai Kwan and Mr. WONG Sun Fat has an
interest in the shares and underlying shares of the Company and/
or its associated corporations which would fall to be disclosed to
the Company under the provisions of Divisions 7 and 8 of Part XV
of the Securities and Futures Ordinance (Cap.571, Laws of Hong
Kong). For further details, please refer to the paragraphs headed
“Directors’ interests in shares, underlying shares and debentures”
of the Directors’ Report of this annual report. There is no change in
such Director’s interests in the shares and underlying shares of the
Company and/or its associated corporations within the meaning of
Part XV of the SFO from 31 December 2017 up to the date of this
report.

ALTERNATE DIRECTOR

Mr. LAU Kam Cheong, aged 55, was appointed as the alternate
Director to Dr. NG Wai Kwan, a non-executive Director, in July 2008.
He is a manager of Delight Source Limited. Mr. LAU Kam Cheong
joined the Group in 2001. He holds a Master degree in Business
Administration and a Master degree in Professional Accounting from
The Open University of Hong Kong. He is a member of the Chartered
Institute of Marketing in the United Kingdom and has over 30 years of
experience in management, sales and marketing.

SENIOR EXECUTIVES

Ms. NG Wai Chi, aged 58, has over 35 years of experience in label
and silkscreen printing. She joined the Group in 1992 and is currently
the vice president of Chung Tai Printing Company Limited and Chung
Tai Printing (China) Company Limited. Ms. NG Wai Chi holds a
Master of Science degree in Engineering Business Management jointly
awarded by The Hong Kong Polytechnic University and the University
of Warwick, United Kingdom. She is responsible for the corporate
social responsibility and quality management of the Group and is
currently a committee member of Green Council Certification Scheme
(GCCS) of Green Council.

Mr. WAN Kwok Leung, Nicholas, aged 38, is a director of various
companies under the Music and Entertainment Business of the
Group. He joined the Group in 2009. He was the human resources
manager of Neway Karaoke Box Limited for the period from 2001 to
2007 before being appointed as an executive director thereof. Mr.
WAN Kwok Leung, Nicholas has over 15 years of experience in the
related fields of management and holds a Bachelor degree in human
resources management from the Hong Kong Baptist University and
a Master of Science degree of management from The Hong Kong
Polytechnic University.
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The board (the “Board”) of directors (the “Directors”) of Neway
Group Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”) present its annual report for the year
ended 31 December 2017 (the “Year"”). All cross-references
mentioned in this Directors’ Report form part of this Directors’ Report.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. During the Year, the
principal activities of the Group include (i) sales of gaming machines;
(i) money lending; (iii) manufacturing and sales of printing products;
(iv) artistes management, production and distribution of music albums
and movies; (v) property development and investment; (vi) securities
trading; and (vii) trading of printing products. The principal activities
and other details of the principal subsidiaries of the Company are set
out in note 47 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and other comprehensive income on pages
111 to 112.

No interim dividend was paid or proposed during the Year.

The Board did not recommend the payment of a final dividend for the
Year (Year ended 31 December 2016 (“Year 2016"): Nil).

BUSINESS REVIEW

A review of the Group’s businesses with analysis using key
performance indicators, the particulars of important events
affecting the Group after the reporting period and the likely future
development of the Group are set out in the section headed
“Management Discussion and Analysis” on pages 5 to 27.
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PROPERTY, PLANT AND EQUIPMENT

The Group acquired property, plant and equipment at an aggregate
cost of approximately HK$13.6 million (Year 2016: approximately 6.9
million) during the Year in order to increase its production capacity.
Details of such acquisitions and other movements in the property,
plant and equipment of the Group during the Year are set out in note
14 to the consolidated financial statements.

SHARE CAPITAL

There was no change in the share capital and capital structure of the
Company during the Year.

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

ISSUE OF SHARES OR DEBENTURES

During the year, the Company has not issued any shares or
debentures.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the reserves of the Company available
for distribution to its shareholders were approximately HK$648.5
million (Year 2016: approximately HK$650.4 million), calculated in
accordance with the Companies Act 1981 of Bermuda.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the past five financial years is set out on page 248.
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DIRECTORS

The Board comprises the following Directors during the Year and up
to the date of this Directors’ Report:

Executive Directors:

Mr. SUEK Ka Lun, Ernie (Chairman)
Mr. SUEK Chai Hong (Chief Executive Officer)

Non-executive Directors:

Dr. NG Wai Kwan

(alternate Director: Mr. LAU Kam Cheong)
Mr. CHAN Kwing Choi, Warren
Mr. WONG Sun Fat

Independent non-executive Directors:

Mr. TSE Tin Tai
(resigned on 1 June 2017)
Ms. LUI Lai Ping, Cecily
(retired on 9 June 2017)
Mr. LEE Kwok Wan
Mr. LAl Sai Wo, Ricky
(appointed on 19 April 2017)
Mr. CHU Gun Pui
(appointed on 23 June 2017)

In accordance with Bye-law 87(1) of the Company’s bye-laws (the
“Bye-laws”), Mr. CHAN Kwing Choi, Warren, Mr. WONG Sun Fat
and Mr. LEE Kwok Wan will retire at the forthcoming annual general
meeting (the “2018 AGM") of the Company. Mr. CHU Gun Pui
has been appointed as an addition to the Board on 23 June 2017.
Pursuant to Bye-law 86(2), Mr. CHU Gun Pui will also retire at the
2018 AGM. Being eligible, each of Mr. CHAN Kwing Choi, Warren,
Mr. WONG Sun Fat, Mr. LEE Kwok Wan and Mr. CHU Gun Pui will
offer themselves for re-election at the 2018 AGM.

DIRECTORS’ SERVICE CONTRACTS

No Director being proposed for re-election at the 2018 AGM has
a service contract which is not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2017, the interests of the Directors and chief
executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO")) as recorded in the register required to be kept under
Section 352 of the SFO, or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers were as follows:

0]

Long positions in the ordinary shares of HK$0.01
each of the Company (the “Shares”)

EERRD - HERORESZF
Z R

HE_Z—+tF+_A=+—HIE K
RAZEZERERITBRABRART
REMBEEAE (EERES MG ERD
(TBH LG GRD) | EXVER) Z i - 48
B MESFT HEAREBEESMNHE
{GRPIZE352157A T 17 B 2 B LM Pracss -
IRBELEMBETAZRETESTLIH
BFETREMNEARRINEEHERS
FRBER AR (TBEFT]) 2T

() A2FESREE.01ETZ
EBER (TR z2HR

Percentage of
the issued

Number of share capital
ordinary  of the Company
Name of director Capacity Shares held HARATE BT
BEENR 514 BEEBERYE BAE DL
Mr. SUEK Ka Lun, Ernie Founder of a discretionary trust who 39,872,000
can influence how the trustee
exercises his discretion (Note)
BRBTE AR EITATERNBEESN
EHREETENEIRA (W)
Beneficial owner 1,210,000
Em#EE A
41,082,000 16.20%
Mr. SUEK Chai Hong Beneficial owner 700,000 0.28%
BERELE EmEE A
Dr. NG Wai Kwan Beneficial owner 8,000 0.01%
REHELT EmEE A
Mr. WONG Sun Fat Beneficial owner 100,000 0.04%
R Em#EE A
Note: These Shares were held by CNA Company Limited (“CNA") Miat: ZERMH JSBECNA Company

which in turn is beneficially owned by Preserve Capital Trust,
a discretionary trust set up by Mr. SUEK Ka Lun, Ernie, the
beneficiaries of which include a family member of Mr. SUEK
Ka Lun, Ernie and a charitable institution set up in Hong Kong.

Limited ([CNA 1) 8 - &% 2 A
HIJ Preserve Capital Trust ( —IEF
ERBEEKRL Z2EET  EX
mAREEER L E—BREKE
M—HEREBRINESEE)E
A
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

(ii) Long positions in the shares of associated
corporations

As at 31 December 2017, CNA beneficially owned deferred
non-voting shares in the following subsidiaries of the
Company:

Name of subsidiary

EERRD - HEROREZF
2w (&)

(i) REBEIEROGZFR

HE_E—+tHF+-_A=+—H
IF CNAB =B ARBI T E
NAIZ B ERRER:

Number of deferred
non-voting shares held

MEARERE BFEEREEELZREA
New Box Mini Storage Limited 2
RRRIFRBR QA

Chung Tai Printing (China) Company Limited 100
RREIR (R ED) AR AR

Chung Tai Printing Company Limited 3,000
P REIRIE R A A

Profit Link Investment Limited 2
RAKREERAR LA

The Greatime Offset Printing Company Limited 9,500

AR ENRIB R A A

The rights and restrictions of such deferred non-voting shares
are set out in note 47 to the consolidated financial statements.

CNA is beneficially owned by Preserve Capital Trust, a
discretionary trust set up by Mr. SUEK Ka Lun, Ernie and the
beneficiaries of which include a family member of Mr. SUEK
Ka Lun, Ernie and a charitable institution set up in Hong
Kong. Mr. SUEK Ka Lun, Ernie is deemed to be interested in all
the deferred non-voting shares owned by CNA in the above
subsidiaries of the Company.

Other than as disclosed above, no Directors nor chief executive of
the Company had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
at 31 December 2017.
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SUBSTANTIAL SHAREHOLDERS IEH&%

As at 31 December 2017, the interests or short positions of every HE —+F+-_HB=+—H8IF"

person (other than the Directors or chief executive of the Company) in )\iﬂx% (KRB ZESERHZSTT [EAZA

the Shares and underlying Shares as recorded in the register required BN NN BIIRRRE S K H & 50

to be kept by the Company under Section 336 of the SFO were as FI6HFATFE2ECLMPMEE

follows: R RBERMDERIORENT ¢
Long Positions HE
Percentage of
the issued
Number of share capital
ordinary  of the Company
Name of shareholder Capacity Shares held HAEQT ST
RREH 54 BRELZERHE RAET DL
CNA' Beneficial owner 39,872,000 15.72%
EmEAA

Fiducia Suisse SA Trustee 39,872,000 15.72%
ZFEA

David Henry Christopher Hill Interest in a controlled corporation 39,872,000° 15.72%
RIZESERE 2 2

Rebecca Ann Hill Interest of spouse 39,872,0007 15.72%
Ao B s

Notes: Htat:

1. CNA is beneficially owned by Preserve Capital Trust, a discretionary 1. CNAH Preserve Capital Trust (—JEMH EE5
trust set up by Mr. SUEK Ka Lun, Ernie, the beneficiaries of which AR I 2 EEE EXRABREE
include a family member of Mr. SUEK Ka Lun, Ernie and a charitable SBAE—ERIEKNE R —BREBK L
institution set up in Hong Kong. Fiducia Suisse SA, which is wholly- HZEEMIE) B %% A - Fiducia Suisse SA
owned by Mr. David Henry Christopher Hill, is the trustee of Preserve (FDavid Henry Christopher HillZE £ & &
Capital Trust. A ) A Preserve Capital Trustf) = 5EA °

2. These 39,872,000 Shares duplicate with those held by CNA. 2. $5539,872,000/% & 17 #E HCNARE B 2 A

—HEAR S ©
3. Spouse of Mr. David Henry Christopher Hill. 3. David Henry Christopher Hill %t 4 2 B2 8 °
Save as disclosed above, the Directors are not aware of any other M EFYRFHEEIIN EEIMTMEBE T

persons who had any interests or short positions in any Shares or

underlying Shares.

BEERIOKE -

f] B A A £ PMEARTAX 4D S AR RE B An o
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SHARE OPTION SCHEME

On 13 February 2014, a share option scheme (the “Share Option
Scheme”) was approved by shareholders of the Company and
adopted by the Company. Unless otherwise cancelled or amended,
the Share Option Scheme will remain in force for a period of 10
years commenced on the date on which the Share Option Scheme is
adopted.

The purpose of the Share Option Scheme is to enable the Company
to grant options to eligible participants as incentives or rewards for
their contribution 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 (the “Invested Entity”).

The Directors may, subject to the provisions of the Share Option
Scheme and the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), invite any person belonging to any of
the following classes of participants to take up the options:

(a) any employee (whether full time or part time, including any
executive director but excluding any non-executive director) of
the Company, any of its subsidiary or any Invested Entity;

(b) any non-executive Director (including independent non-
executive directors) of the Company, any of its subsidiaries or
any Invested Entity;

(0) any supplier of goods or services to any member of the Group
or any Invested Entity;

(d) any customer of any member of the Group or any Invested
Entity;

(e) any person or entity that provides research, development or
other technological support to any member of the Group or
any Invested Entity;

(f) 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;

(9) any adviser (professional or otherwise) or consultant to any
area of business or business development of any member of
the Group or any Invested Entity; and
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Directors’ Report

EEERE

SHARE OPTION SCHEME (Continued)

(h) any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangements to the
development and growth of the Group.

and, for the purposes of the Share Option Scheme, the offer may
be made to any company wholly owned by one or more persons
belonging to any of the above classes of eligible participants.

The total number of Shares which may be allotted and issued
upon exercise of all options to be granted under the Share Option
Scheme and any other schemes must not in aggregate exceed 10%
of the aggregate number of issued Shares at the day on which the
Share Option Scheme was adopted, which was 10,193,545 Shares
(restated to reflect the share consolidation effected on 5 April 2016),
representing approximately 4.02% of the issued Shares as at the
date of this Directors’ Report. The maximum number of Shares which
may be allotted and issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option Scheme and
any other schemes must not in aggregate exceed 30% of aggregate
number of issued Shares from time to time.

The total number of Shares issued and to be issued upon exercise of
the options granted under the Share Option Scheme and any other
schemes to each participant in any 12-month period shall not exceed
1% of the aggregate number of issued Shares from time to time.
Share options granted to a Director, chief executive or substantial
shareholder of the Company or any of their respective associates must
be approved by the independent non-executive Directors (excluding
independent non-executive Director who is a grantee of the options).
Where any grant of options would result in the Shares issued or to
be issued upon exercise of all options already granted to a substantial
shareholder of the Company or an independent non-executive
Director or any of their respective associate in excess of 0.1% of the
aggregate number of issued Shares and having an aggregate value,
based on the closing price of the Shares at the date of grant, in excess
of HK$5 million in the 12-month period up to and including the date
of such grant, such further grant of options must be approved by the
shareholders of the Company in general meeting.

Bt (|

(h BBERZEE EBBAxEME
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fi 3K AT BE B B BR VAR AT B A
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SHARE OPTION SCHEME (Continued)

The subscription price for Shares under the Share Option Scheme shall
be a price determined by the Directors, but shall not be less than the
highest of (i) the closing price of the Shares as stated in the Stock
Exchange's daily quotation sheet on the offer date, which must be a
business day; (i) the average closing price of the Shares as stated in
the Stock Exchange's daily quotation sheets for the five business days
immediately preceding the offer date; and (iii) the nominal value of a
Share. A nominal consideration of HK$1.00 is payable on acceptance
of the grant of an option.

An option may be accepted by a participant within 21 days from the
date of the offer for grant of the option.

Unless otherwise determined by the Directors and stated in the offer
for the grant of options to grantees, there is no performance target
and no minimum period for which an option must be held before it
can be exercised under the Share Option Scheme.

No dividend will be payable and no voting rights will be exercisable in
relation to an option that has not been exercised.

During the Year, no share option was granted, exercised, cancelled
or lapsed under the Share Option Scheme. There was no outstanding
share option under the Share Option Scheme as at 1 January 2017
and 31 December 2017.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme, no equity-linked agreements were
entered into by the Group during the Year or subsisted at the end of
the Year.
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EEERE

COMPETING INTERESTS

The spouse of Mr. SUEK Ka Lun, Ernie is a shareholder of, and
participates in the management in, a private company which is
principally engaged in artiste management business.

Save as aforesaid, during the Year, none of the Directors had any
interest in any business which competes or is likely to compete, either
any directly or indirectly, with the business of the Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

Save for the Share Option Scheme, at no time during the Year was
the Company, or any of its subsidiaries, a party to any arrangements
to enable the Directors to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.

Save as disclosed in note 41 to the consolidated financial statements,
and the paragraphs headed “Continuing Connected Transactions”
below, none of the Directors or an entity connected with a Director
had a material interest, whether directly or indirectly, in any
transaction, arrangement or contract of significance to which the
Company, or any of its subsidiaries or fellow subsidiaries was a party
and which was subsisting as at the end of the Year or at any time
during the Year.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received, from each of the existing independent
non-executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
that all of the existing independent non-executive Directors are
independent.
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CONTINUING CONNECTED TRANSACTIONS

During the Year, the Group has engaged in certain continuing
connected transactions, details of which are set out below:

Fully-Exempt Continuing Connected Transactions
1. Sharing of office

Neway Entertainment Limited and/or its subsidiaries (the
“Neway Entertainment Group”) (being wholly-owned
subsidiaries of the Company) entered into a license agreement
with Neway Karaoke Box Limited (the “Neway Karaoke
Box") pursuant to which Neway Karaoke Box agreed to
grant a license to Neway Entertainment Group to occupy
and use certain areas at Unit 801-2, 8/F, East Ocean Centre,
98 Granville Road, Tsim Sha Tsui East, Kowloon, Hong Kong
(the "TST Office”) at a license fee of HK$30,000 per month
for a term commenced on 1 April 2015 and ended on 31
March 2016. Such license agreement was renewed for a term
commenced on 1 April 2017 and ending on 31 March 2018.

Neway Entertainment Group is currently occupying the TST
Office as its head office. The license fee was determined after
arm'’s length negotiation between the parties having regard to
the prevailing market rates of similar commercial properties in
the same vicinity.

Neway Karaoke Box is indirectly wholly-owned by a
discretionary trust for the benefits of Dr. SUEK Chai Kit,
Christopher and his family members (the “SUEK Family”). Dr
SUEK Chai Kit, Christopher is the father of Mr. SUEK Ka Lun,
Ernie, an executive Director and the chairman of the Company.

2. Sale of goods

During the Year, Chung Tai Printing (China) Company Limited
sold certain goods to a company of which Dr. SUEK Chai Kit,
Christopher is one of the ultimate beneficial owners.

The above transactions constitute continuing connected
transactions of the Company during the Year. Since all
the applicable percentage ratios are less than 5% and the
total consideration of each of the transactions is less than
HK$3,000,000, each of the above transactions is exempted
from the reporting, announcement and independent
shareholders’ approval requirements under Chapter 14A of the
Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions

1.

Provision of the promotion services and
distribution of licensed content

Neway Entertainment Group has been providing services
(including promotion services and distribution of licensed
content in the form of karaoke music videos) to the karaoke
outlets operated by Neway Karaoke Box and its subsidiaries
(the “Neway Karaoke Box Group”) (the “Services”). Such
transactions constitute continuing connected transaction
of the Company. On 31 March 2015, a renewed master
agreement (the “Master Agreement”) was signed by the
parties to continue the provision of the Services for a term
commencing from 1 April 2015 and ended on 31 December
2017.

Parties

(A) Neway Entertainment Limited (for itself and on behalf
of other members of Neway Entertainment Group).
Neway Entertainment Limited and its subsidiaries are
wholly-owned subsidiaries of the Company; and

(B) Neway Karaoke Box (for itself and on behalf of
other members of Neway Karaoke Box Group).
Neway Karaoke Box is indirectly wholly-owned by
a discretionary trust for the benefits of members of
SUEK Family, and therefore, a connected person of the
Company.

Term

Commenced on 1 April 2015 and ended on 31 December
2017.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

1. Provision of the promotion services and
distribution of licensed content (Continued)

Terms and fees

The terms of the Master Agreement are on normal commercial
terms and are determined by Neway Entertainment Limited
and Neway Karaoke Box on arm’s length basis.

Under the Master Agreement,

(i) terms of the provision of the Services shall be
mutually agreed on a case by case basis and shall not
be more favourable than those provided by Neway
Entertainment Group to independent third parties;

(i) the exact fee charged for each provision of promotion
services (the “Service Fee”) shall be determined based
on commercial negotiation, making reference to the
type of promotion services to be provided, the working
hours, skills and popularity required of the artistes;

(i) the exact fee charged for each distribution of licensed
content in the form of karaoke music videos to the
karaoke outlets operated by the Neway Karaoke Box
Group (the “License Fee”) shall be determined based
on commercial negotiation, making reference to the
number of karaoke music videos and popularity of the
artistes; and

(iv) the relevant member of Neway Karaoke Box Group
shall make payment of the Service Fee and/or License
Fee within 30 days after the receipt of the debit note
issued by the relevant member of Neway Entertainment
Group from time to time.

During the Year, the Licensed Fee charged by Neway
Entertainment Group to Neway Karaoke Box Group was
HK$2,040,000 (Year 2016: HK$1,690,000). No promotion
service was provided by Neway Entertainment Group to Neway
Karaoke Box Group during the Year.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

1. Provision of the promotion services and
distribution of licensed content (Continued)

The annual caps of the fees for the provision of the Services
payable by Neway Karaoke Box Group under the Master
Agreement are set out as follows:

For the year ended 31 December 2015 HK$9,000,000
For the year ended 31 December 2016 HK$9,000,000
For the year ended 31 December 2017 HK$9,000,000

The annual cap amounts were determined by reference to,
among other things, historical figures of the Services Fee
and Licensed Fee charged by Neway Entertainment Group to
Neway Karaoke Box Group and the projected development
and promotion plan of Neway Entertainment Group and
Neway Karaoke Box Group.

Announcements were published on the websites of the Stock
Exchange and of the Company on 19 March 2012 and 31
March 2015 regarding this non-exempt continuing connected
transaction in accordance with the Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

2.

Lease of commercial properties in Hong Kong

The Group acquired the entire issued share capital of Supreme
Cycle Inc. (“Supreme Cycle”) in 2016. The principal activities
of Supreme Cycle are investment holding and property
investment and its principal assets are units 21, 22, 23, 41 and
77 of 1/F and the whole of 3/F, Hop Yick Commercial Centre
(Phase 1), No. 33 Hop Choi Street, Yuen Long, New Territories,
Hong Kong (the “Yuen Long Properties”). Pursuant to the
tenancy agreement (the “Tenancy Agreement”) dated 16
March 2016 entered into between Supreme Cycle as landlord
and Well Dragon Limited (“Well Dragon”) as tenant, the
Yuen Long Properties have been leased to Well Dragon for an
initial term of three years from 16 March 2016 to 15 March
2019. Since Well Dragon is wholly owned by a trustee of a
discretionary trust of which Mr. SUEK Ka Lun, Ernie is one of
the discretionary objects, Well Dragon is a connected person
of the Company under the Listing Rules and the transaction
contemplated under the Tenancy Agreement constitutes a
continuing connected transaction of the Company under the
Listing Rules upon completion of the acquisition of Supreme
Cycle on 30 November 2016.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§

RFRERERS (&)

TRERARFEBERS (R)

2.

REEBHEBFHAYRE

REER T —XFUWHE Supreme
Cycle Inc. ([Supreme Cycle |)Hy
2 E B2 TR o Supreme Cycle
CEBEBRREEREMER
B HXIZZERBEEFATH
M E3BREmEmEPO (18) —
1EH921 222 23 41 RT7FREAL
R=@82E ([TAMZE]) - RE
Supreme CyclefER ¥ FHHEEREAR
fRA® ([ ]) ERMEPEIZA
HE-T—R"F=-A+BzH
Stz ([HEWHZ])  TAME
EHETHERE VIXFHA=F
BZE—R"F=A+"BE=Z
—NF=ZA+AB -BHREED
HMEEEIEL —BXEAZER
B MERBTERZEEERZ
2REZmAZ— At BREET
RA EEARRFNBEEAL
BRI LR A RUEE Supreme
CydeRR=E—R"F+—A=+H
TR IRBREEREERET IR
SRR RRZFHERERS -



Directors’ Report

EEERE

CONTINUING CONNECTED TRANSACTIONS

(Continued)

Non-exempt Continuing Connected Transactions

(Continued)

2. Lease of commercial properties in Hong Kong

(Continued)

Principal terms

The terms of the Tenancy Agreement were determined after
arm’s length negotiations between the parties thereto. The
principal terms of the Tenancy Agreement are set out below:

Use:

Term:

Operation of a karaoke outlet or related business
ancillary to karaoke operations conducted by Well
Dragon and its affiliated companies.

An initial fixed term of three years commenced from
16 March 2016 and ending on 15 March 2019 (both
days inclusive) (the “Initial Term”).

Subject to the terms and conditions of the Tenancy
Agreement, Well Dragon has an option to renew
the tenancy for a further term of three years from
the expiration of the Initial Term (the “First Renewal
Term"”) by giving Supreme Cycle prior written notice
not less than six months before the expiration of the
Initial Term.

Subject to the terms and conditions of the tenancy
agreement for the First Renewal Term, Well Dragon
has an option to renew the tenancy for a further
term of three years from the expiration of the First
Renewal Term (the “Second Renewal Term”) by giving
Supreme Cycle prior written notice not less than six
months before the expiration of the First Renewal
Term.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

Non-exempt Continuing Connected Transactions

(Continued)

2. Lease of commercial properties in Hong Kong
(Continued)

Principal terms (Continued)

Rent:

For the Initial Term, a monthly rent of HK$370,000
exclusive of rates, government rent, management fee
and air-conditioning expense.

For the First Renewal Term, a monthly rent as agreed
by Supreme Cycle and Well Dragon and in any event
the increase of monthly rent shall be within a range
of 0% to 10% of the monthly rent of the Initial Term.

For the Second Renewal Term, a prevailing market
rent to be agreed by Supreme Cycle and Well Dragon
and in the absence of agreement, to be determined
by an independent surveyor nominated by the
president of the Hong Kong Institute of Surveyors.

The monthly rent under the Tenancy Agreement was
arrived at after arm’s length negotiations between
the parties thereto with reference to the prevailing
market rents in the same district.

During the Year, the rental income charged by the
Group to Well Dragon was HK$4,440,000 (Year
2016: HK$4,440,000).

Neway Group Holdings Limited F 2 £ Mz R G R D 7

Annual Report 2017 F 3§

RHRERERS (&)

TRERARFEBERS (R)

2.

REEBHERHAYE (H&)

FEEZ(E)

e

BT FEHRME §A
4 4370,0005 7T -
TREEM HHE F
BBEREHER-

BREREEFHMES
A & &Supreme
Cycle B # BRI E
BfEmof §AMES
ZIEEBR L FH
FAMEL20%E10%
HEMAN-

REZREREHM
& ' Supreme Cyclef
ERBEZENME
Me WmABHE 8
mEENEMEgg
RIBBZB LR ER

HEWHHEAZE A
HehERaINE2
EZRARENMERES

REAFE AEEM
BREWERASKAA
4,440,000 C (=&
—NF ¥ 14,440,000
BIT) e



Directors’ Report

EEERE

CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

2.

RHRERERS (&)

TRERARFEBERS (R)

Lease of commercial properties in Hong Kong 2. REBHEBFHYS:E (&)
(Continued)
Annual caps FE LR
The annual caps for the transactions contemplated under the BIEHERERETIRSNF
Tenancy Agreement are set out below: E FREFH T :
For the year Annual Caps
ended/ending 31 December amount
BE+t-A=+—HLEE FELRSHE
(HK$)
(A7)
2016 —E-RF 3,515,000
2017 —tF 4,440,000
2018 —E-N\F 4,440,000
2019 —NEF 4,791,500
2020 —TEF 4,884,000
2021 —E-—%F 4,884,000
2022 e 5,270,650
2023 —EC=HF 5,372,400
2024 —ETF 5,372,400
2025 —T-hF 1,119,250
The above annual caps were determined based on the rental P FE ERITIERSupreme
income receivable by Supreme Cycle from Well Dragon under Cycleﬂ‘EﬁfﬁﬁgTﬁz’J % FEWHERE 2
the Tenancy Agreement taking into account the maximum SWAMETE &P MIBEMA
10% increment of the monthly rent for the First Renewal ERETENERER
Term as agreed under the Tenancy Agreement and a further AlE€&SEEI10% KEE =
10% increment of the monthly rent estimated for the Second REBRFHRGHFE AHESBEM
Renewal Term. 10% °
Details of the above transaction have been set out in the NS ZFHBEDEHIN AN A
announcements of the Company dated 25 April 2016 and HEA B -_Z—XREFWA-_+HH
30 November 2016 and the circular of the Company dated FZE—RF+—A=+HBHZA
20 July 2016. ENBEA-TE—RNE+A-t+
Az 8K
The Company has followed the policies and guidelines when RETEHEBES S 7B RIETE
determining the prices and terms of the continuing connected RANRIDETHBEBENIES| -

transactions.
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CONTINUING CONNECTED TRANSACTIONS
(Continued)

Non-exempt Continuing Connected Transactions
(Continued)

The continuing connected transactions have been reviewed by the
independent non-executive Directors. The independent non-executive
Directors have confirmed that the continuing connected transactions
were entered into (i) in the ordinary and usual course of business of
the Company; (ii) on normal commercial terms; and (iii) in accordance
with the Master Agreement and the Tenancy Agreement respectively
and on terms that are fair and reasonable and in the interest of the
Company and the shareholders of the Company as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company has
engaged the external auditors of the Company to perform certain
agreed-upon procedures in respect of these continuing connected
transactions of the Group. The auditors have reported to the Board
that:

(i) nothing has come to the external auditors’ attention that
causes them to believe that the non-exempt continuing
connected transactions have not been approved by the Board;

(ii) for transactions involving the provision of goods or services by
the Group, nothing has come to external auditors’ attention
that causes them to believe that the transactions were not, in
all material respects, in accordance with the pricing policies of
the Company;

(iii) nothing has come to the external auditors’ attention that
causes them to believe that the transactions were not entered
into, in all material respects, in accordance with the Master
Agreement and the Tenancy Agreement respectively; and

(iv)  with respect to the aggregate amount of the non-exempt
continuing connected transactions, nothing has come to the
external auditors’ attention that causes them to believe that
the non-exempt continuing connected transactions have
exceeded the maximum aggregate annual caps disclosed in
the relevant announcements of the Company in respect of the
non-exempt continuing connected transactions.

The Directors confirmed that the related party transactions as
disclosed in note 41 to the consolidated financial statements fall
under the definition of “connected transaction” or “continuing
connected transaction” (as the case may be) under Chapter 14A
of the Listing Rules. The Directors confirmed that the Company
has complied with the disclosure requirements in accordance with
Chapter 14A of the Listing Rules in respect of such transactions.
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EMOLUMENT POLICY

The emolument policy of the general staff of the Group is determined
by the management of the Group with reference to the market
conditions and qualifications of the employees. The reward packages
for the staff are generally reviewed on an annual basis, depending on
the staff's and the Group's performance.

The emoluments of the Directors and senior management of the
Company are recommended by the Remuneration Committee and
approved by the Board having regard to the Company’s operating
results, individual duties and responsibilities and performance and
market practice and conditions.

Both Ms. NG Wai Chi and Mr. WAN Kwok Leung, Nicholas, the senior
management of the Company received an emolument which falls
within the band of HK$0 to HK$1,000,000 for the Year.

The Share Option Scheme as set out on page 60 to 62 above was also
adopted by the Company as a long-term incentive or rewards for the
staff's contribution.

CORPORATE GOVERNANCE

Throughout the Year, the Company applied the principles of and
complied with all the provisions of the Corporate Governance Code
contained in Appendix 14 to the Listing Rules, save for certain
deviations. Details of the corporate governance practices of the Group
during the Year are set out in Corporate Governance Report on pages
28 to 48.

PERMITTED INDEMNITY PROVISION

During the Year and as at the date of this Directors’ Report, an
indemnity provision was in force such that the Directors should be
indemnified by Company against all actions, costs, charges, losses,
damages and expenses they may incur or sustain in the execution of
their duty.

The Company has arranged for appropriate liability insurance for the
directors and officers of the Group for indemnifying their liabilities
arising out of corporate activities of the Company.

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 its existing shareholders.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the latest practicable date
prior to the date of this Directors’ Report, at least 25% of the issued
Shares were held by the public throughout the Year.

DONATIONS

The Group made donations for charitable or other purposes totalling
HK$192,000 for the Year (Year 2016: HK$132,000).

SOCIAL RESPONSIBILITIES AND ENVIRONMENTAL
POLICIES

The Group is committed to the long term sustainability of the
environment and communities in which it engages. Acting in an
environmentally responsible manner, the Group endeavours to identify
and adopt effective measures to achieve efficient use of resources,
energy saving and waste reduction. Please refer to the Environmental,
Social and Governance Report on pages 78 to 102 for further
information on the work done and efforts made by the Company on
environmental protection and other aspects for sustainable growth
and development of the business of the Group.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group's financial performance, operating results, business operation
and prospects may be affected by a number of risks and uncertainties.
The followings are the key risks and uncertainties identified by the
Group. However, there may be other risks and uncertainties in addition
to those shown below, which are not known to the Group or which
may not be material now but could become material in the future.
The management of the Company meets periodically to discuss these
risks, and where appropriate, will monitor these risks closely and adopt
any necessary risk mitigation measures. In respect of the details of the
risk management system and internal audit function of the Company,
please refer to the paragraphs headed “Risk Management and Internal
Control” on pages 41 to 43.
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Business Risk

The Group currently has seven operating segments in various
industries and each operating segment has its specific business risks.
For the Manufacturing and Sales Business and the Trading Business,
the Group is subject to intense competition in terms of product
prices and production costs, and is also affected by seasonal factors
prevailing in the countries of targeted and existing customers. For
the Lending Business, the collectability of outstanding loans and
the customer network of the Group are both affecting the financial
performance of the segment. The Music and Entertainment Business
may be affected by the economic environment of Hong Kong and the
People’s Republic of China (the “PRC") as it will have impact on the
consumption behaviors of both individual and corporate customers.
With respect to the Property Business, alternatives can be found in the
respective location of the Group’s premises and thus the rentals of its
units offered to customers are subject to fierce market competition. To
maintain the competitiveness of the Group, the management of the
Company will meet regularly with the head of the respective business
units to update the business environment.

Environmental Risk

The Group’s Manufacturing and Sales Business is obliged to comply
with a variety of environment protection laws and regulations on the
discharge and disposal of waste materials, water and gas imposed by
relevant governmental bodies in the PRC. These law and regulations
govern the disposal of these wastes and impose fines and penalties
for serious violation of environmental requirements, and any non-
compliance may jeopardise the operating licences of the Group's
subsidiaries engaged in the Manufacturing and Sales Business.

Moreover, environmental laws and regulations applicable to the Group
are subject to change from time to time. It may be impracticable
for the Group to continuously quantify the costs of complying with
such laws and regulations, and any further change may also lead
to a substantial increase in the operating costs of the Group. In this
regard, the management of the Company regularly reviews adherence
to relevant environmental laws and regulations with the head of the
Manufacturing and Sales Business.
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Market Price Risk

The Group’s Securities Trading Business is exposed to the risk of
decreasing fair values of equity securities as a result of the volatile
market changes. The management of the Company together with
the Investment Management Committee of the Board monitor
the changes of respective securities’ prices and may change the
investment portfolio held and investment strategy whenever
necessary.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group's operations are carried out both in Hong Kong and the
PRC and are regulated by their laws and regulations accordingly. In
particular, the Group’s Manufacturing and Sales Business is obliged
to comply with a variety of environmental protection laws and
regulations on the discharge of waste, water and pollutants and the
labour law in the PRC. While any non-compliance may attract fines
and penalties and jeopardise the operating licenses of the Group,
the imposition of more stringent regulations may also increase the
operating costs of the business segment. For instance, the increased
minimum wage in Shenzhen imposed by the PRC government during
the Year has led to an increase in staff costs of the Group. To manage
such increment, headcounts have been reduced and old machines
have been replaced to maintain the staff cost to sales ratio of the
Manufacturing and Sales Business for the Year.

During the Year and up to date of this Directors’ Report, the Group
has complied with the relevant laws and regulations that have
significant impact in Hong Kong and the PRC. For details, please refer
to the Environmental, Social and Governance Report on pages 78 to
102.
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MAJOR CUSTOMERS AND SUPPLIERS

The Group's largest supplier accounted for approximately 11.5%
(Year 2016: approximately 11.8%) of total purchases for the Year
while the Group’s five largest suppliers accounted for approximately
27.4% (Year 2016: approximately 25.4%) of total purchases for the
Year.

The Group's largest customer accounted for approximately 8.0%
(Year 2016: approximately 9.3%) of total revenue for the Year while
the Group's five largest customers were accounted for 26.8% (Year
2016: approximately 25.2%) of total revenue for the Year.

At no time during the Year did a Director, a close associate of a
Director or a shareholder of the Company (which to the knowledge
of the Directors owns more than 5% of the Company’s issued Shares)
had a beneficial interest in any of the Group's five largest customers
and five largest suppliers.

AUDITOR

A resolution will be proposed at the 2018 AGM to re-appoint Messrs.
Deloitte Touche Tohmatsu as the external auditors of the Company.

On behalf of the Board

SUEK Ka Lun, Ernie
Chairman

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

RE HERELBHRE

ABOUT THE REPORT

Neway Group Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”) believes the right way to conduct business
is to be responsible for the environment, employees, investors and the
community while making profit. It has been striving for a sustainable
business model by protecting the environment, empowering its
people and contributing to the community. To achieve this, not only
does it adhere to all relevant local and national laws and regulations
as well as industry standards, but also strive for excellence, formulate
policies and implement measures to enhance environmental
management and employee wellbeing.

Reporting Guideline

This Environmental, Social and Governance (ESG) Report is prepared
in compliance with the “comply or explain” provisions of the ESG
Reporting Guide set out in Appendix 27 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.

Reporting Scope

This ESG Report covers the period from 1 January 2017 to 31
December 2017 (the “Year”) and focuses on the environmental and
social performance of the business of the manufacturing and sales of
printing products, being the largest business segment of the Group in
terms of its contribution to the revenue for the Year. To have a more
comprehensive disclosure, the ESG performance of another subsidiary
of the Group, ##ENRI OFII) BFR A A] (unofficial English translation
being Kam Hong Printing (Shenzhen) Co. Ltd.) (“Kam Hong Printing”),
is disclosed herein in addition to the ESG performance of Chung
Tai Printing (China) Company Limited (“Chung Tai Printing”) and
its wholly-owned subsidiary, namely & £ & KEIf CRIIN BRE A
7] (unofficial English translation being Neway Chung Tai Printing
(Shenzhen) Co., Ltd.) (“Neway Chung Tai (S2)") when compared
to the ESG report for the year ended 31 December 2016 (“Year
2016"). Chung Tai Printing, Neway Chung Tai (5Z) and Kam Hong
Printing are the principal subsidiaries of the Group’s business of the
manufacturing and sales of printing products. For governance section,
please refer to the Corporate Governance Report on pages 28 to 48
of this Annual Report.

As the data of one more subsidiary of the Company for the Year is
included in this ESG Report, no meaningful comparisons can be made
between the data of the Year and the data as disclosed in the ESG
Report for Year 2016. The Board is mindful about the importance of
providing consistent methodologies to allow meaningful comparisons
of ESG data over time in the future.
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Environmental, Social and Governance Report

RE HERELBHRE

MANAGING ESG

The Group has established a comprehensive social responsibility
management system to ensure adherence to various standards such
as Social Accountability 8000 (SA8000), Electronic Industry Citizen
Coalition (EICC), International Council of Toy Industries (ICTI),
Suppliers Ethical Data Exchange (Sedex) and requirements of relevant
laws and regulations.

Not only does the Group target at bearing its share of social
responsibility, it also aims to ensure suppliers and sub-contractors are
committed to its standards on social responsibility for issues ranging
from labour rights, occupational health and safety, environmental
protection to business ethics.

Comprising of representatives from workers, management, and
the Environmental, Health and Safety (EHS) Department, a Social
Responsibility System Performance Committee was established
for the planning, implementation, and improvement of the social
responsibility management system, ensuring its compliance and
effectiveness.

ENVIRONMENTAL MANAGEMENT

We endeavor to mitigate the environmental impacts of our operations
by establishing a sound environmental management system and
formulating relevant policies on pollution mitigation and resources
conservation.

The Group’s Environmental Management Team is responsible
for identifying potential environmental impacts of the Group’s
operational activities by conducting site inspection and reviewing
documents. The environmental management system is certified
for I1ISO 14001:2015, demonstrating the Group’s ongoing efforts
for developing a systematic way to manage its environmental
performance. During the Year, the Group was awarded and
recognised as the Hong Kong-Guangdong Cleaner Production Partner
in manufacturing industry.
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ENVIRONMENTAL MANAGEMENT (Continued)
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The Group identifies material environmental issues through its
environmental management procedure as shown above. During
the Year, the Group was not aware of any non-compliance relating
to emissions, discharge into water or land and generation of
hazardous or non-hazardous waste that have a significant impact
on the Group.

Energy Consumption

The major sources of the Group's energy consumption include
petrol and diesel for vehicles, purchased electricity for operation
and natural gas consumed for boilers during production. During
the Year, total energy consumption was approximately 59,994.75
gigajoules (GJ), consisting of approximately 14,000,000 kWh
of electricity, 36,410 litres of petrol, 29,576 litres of diesel, and
156,537 cubic metre (m?) of gas.
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Environmental, Social and Governance Report

RE HEREBRE

ENVIRONMENTAL MANAGEMENT (Continued)
Greenhouse Gas (GHG) Emissions

The major sources of greenhouse gas emissions come from the
generation of the purchased electricity, combustion of natural gas and
fuels from boilers and vehicles. For the Year, direct emissions (Scope 1)
amounted to 517.73 tonnes of carbon dioxide equivalent (tCOze),
while indirect emissions (Scope Il) amounted to 12,133.93 tCOze.

To minimise GHG emissions, the Group has adopted a cleaner fuel
source — natural gas for its boilers” operation since 2012. Meanwhile,
with the installation of non-invasive electromagnetic scale control
system, the boilers became more energy efficient which contributed
to a reduction of 24,805 m? natural gas consumption per year, which
is equivalent to 53.63 tonnes of GHG emissions.

Energy Conservation

The Group has implemented different measures to conserve energy. It
enhances ventilation and controls room temperature so as to reduce
energy consumption and the traditional energy intensive water
dispensers have been replaced by more energy efficient models.

The Group has participated in the Cleaner Production Partnership
Programme funded by the Hong Kong government and has installed
a non-invasive electromagnetic scale control system in its boilers. Such
system significantly improves the boiler efficiency. The system uses
electromagnetic waves to remove the old hard scale deposited on the
inner walls of boilers and prevents creation of new hard scale due to
flocculation of minerals in water. The implementation of non-invasive
electromagnetic scale control system saves approximately 12% of
energy and extends the lifespan of boiler by reducing boiler’s pickling.

Chung Tai Printing has set a target to use not more than 31 kWh of
electricity per thousand press pile boards of production units. For the
Year, the Group achieved the target and used approximately 30.48
kWh of electricity per thousand press pile boards of production units.

To increase the awareness of the employees about the importance of
energy conservation, each department conducts energy conservation
training for selected employees. Employees involving in the handling
of energy facilities must receive energy conservation training before
the job commences.
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RE HEREBRE

ENVIRONMENTAL MANAGEMENT (Continued)
Water Conservation

During the Year, the Group’s total water consumption was
approximately 156,081 tonnes, which was mainly production
consumption. Chung Tai Printing has established an environmentally
sustainable standard of water consumption of not more than 0.23
tonne of water per thousand press pile boards of production units. For
the Year, Chung Tai Printing consumed approximately 0.26 tonnes of
water per thousand press pile boards of production units. The Group
will continue to strive to meet the target by implementing measures
to preserve water resources, not only by checking the consumption
of water to prevent overuse, but also by regularly inspecting water
facilities and conducting maintenance to prevent water leakage. The
Group did not have any issue in sourcing water that is fit for purpose
during the Year.

Paper Usage

As a leading printing company, the Group understands that the
management of resources is crucial to minimise the impact on the
environment, especially for paper which is the major material used
in its production. With the use of paper with Forest Stewardship
Council (FSC) Chain of Custody Certification, the Group ensures
that the paper it uses comes from a certified forest that is managed
responsibly, reducing the environmental impacts such as habitat
destruction arising from over cutting.

The Group believes that responsible production and consumption
are equally important. By launching green products made from FSC
certified paper in the market, it enables customers to make wise and
environmentally responsible decisions when choosing products.

In office, the Group advocates the use of both sides of paper to
reduce paper consumption. The Group’s Administration Department
conducts a monthly exercise to monitor paper consumption and
investigates any abnormal consumption behavior. Chung Tai Printing
sets a target to use not more than 4 pieces of paper per thousand
press pile boards of production units. For the Year, the Group used
approximately 5.18 pieces of paper per thousand press pile boards of
production units. The Group will continue to improve its operational
efficiency to achieve that target.
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Environmental, Social and Governance Report

RE HEREBRE

ENVIRONMENTAL MANAGEMENT (Continued)
Packaging

The packaging materials for the Group’s products consist of paper,
plastic and metal. Paper are the major packaging material. For the
Year, the total usage of paper was approximately 9,511.84 tonnes,
followed by the plastic usage of approximately 553.62 tonnes and
metal usage of approximately 0.6 tonne. To reduce consumption of
packaging materials, the Group encourages its clients to return carton
boxes for reuse purpose.

Air Emissions

Based on usage, the Group’s vehicles generated 1.01 kg, 80.72
kg and 7.09 kg of sulphur oxides (SOx), nitrogen oxides (NOx) and
particulate matter (PM) respectively for the Year.

To mitigate air pollutants emission arising from motor vehicles, the
Group conducts annual maintenance of their exhaust gas treatment
systems. For the operations in Shenzhen, the Group fulfils the
Shenzhen Motor Vehicle Exhaust Emission Standard during the Year.
The Group has also been using high energy-efficiency fuel in some of
its vehicles. Such fuels helps reduce friction and increase dirt busting
and ultimately enhances the efficiency and performance of engine.

As the usage of ink during production creates volatile organic
compounds (VOCs), the Group has installed an exhaust gas treatment
facility to process exhaust gas before discharge. The Group's
production units discharge VOCs in compliance with the local
standard of Guangdong province — “Printing Industry Volatile Organic
Compounds Emission Limits” during the Year, which was assured by
a third party. With the adoption of advanced technology, the exhaust
gas treatment facilities can effectively remove VOCs up to 90%.
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RE HERELBHRE

ENVIRONMENTAL MANAGEMENT (Continued)
Effluent and Waste

In respect of the handling of waste, the Group strictly observes all
relevant national and local laws and regulations such as the Law of
the PRC on the Prevention and Control of Environmental Pollution by
Solid Waste.

Waste in each category is reviewed annually or under circumstances
such as change in production line, introduction of new products or
facilities, etc. After identification of hazardous waste, the Group
transfers it to external specialists such as the Dongjiang Environmental
Company Limited to properly handle the waste. During the Year,
10.79 tonnes and 660.71 tonnes of hazardous waste and non-
hazardous waste were generated, of which 100% of hazardous waste
was handled to external specialists.

To better manage the waste, the Group has established a waste
management procedure. First, waste is categorised into hazardous
waste, non-hazardous waste, recyclable waste and non-recyclable
waste. Second, hazardous waste is classified according to the National
Hazardous Waste Inventory. All departments are required to record
the type of waste identified. The Group continues to strive for waste
reduction. With the installation of non-invasive electromagnetic scale
control system, the hydrochloric acid waste was reduced by 8 tonnes
per year.

For discharge of wastewater, the Group strictly follows the Discharge
Limits of Water Pollutants in Guangdong province. An external party
was appointed to conduct testing on discharged wastewater. During
the Year, the total wastewater discharged was approximately 25,688
tonnes. The Group has obtained assurance from an external party
regarding its compliance with laws and regulations.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§

BIEEE (&)

SRR EEY

AEYREFE AEBEKES (P
B [E RERE Y5 RIRER A E) EMAR
RN T BREERER

BT REas@BNEY EE
EHREE SIAMERIRESBERLT
EITRE -EHAEBEEEEME A%
EHEER FTRITIRRBRODERARE
INBERNEZZREGEEY RNAFE
J§ HELE10.79ME B EREEY) 1660.71
WEEEREEY) FTEBEREEMIAIN
HERERE-

REEEREY  AEBEFIR] T EY
EEREF-EE BYUEOIBRBEEE
V) EERERY) AL EEY LA E
WREZ Y - 8% RIBEIREREY R
BHEEERWETHE -FARNMES
ACERE BB EERYEL - AR BEE
BN RE < BB R EIFR AN MK
BEBRRES USEREYONEFIHN
R8N -

MEEKPERME ANEEBRIZEST (&
REKTEMBPEBRRE) - FHMEEN
BN T E AT HE R EE K TT IR R e AN
[E  BEREE KB E4) /525,688 - NEE
BEEGIINATHEBTERERNZ

K
g ©



Environmental, Social and Governance Report

RE HERELBHRE

OUR PEOPLE

We have established comprehensive systems for protecting
employees’ rights and providing development opportunities, hoping
our employees can work in a safe and healthy workplace and serve

BT
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our customers with the best products and services. BRAF BB o R IR T ©
Employee Profile EEBR

Employee Distribution by Age N — . g—=_
As at 31 December 2017, the Group had BB RS n +EFE+ A=+

approximately 1,500 full-time employees in

both Hong Kong and the PRC, approximately 3% o
95% of whom were employed in the PRC.
The proportion of male to female employees is

approximately 54%:46%. Approximately 73%
and 24% of its workforce aged 31 to 50 years
and 30 years or below respectively. %
Regarding educational profile, approximately
8% of the employees possess tertiary
qualifications or above. Among all employees,
approximately 19% of them are at managerial
level.

M 30 or below M 31-50
30BK AT

The turnover and new hire rates are approximately 76% and 68%
respectively for the Year. Such high turnover rate is mainly due to the
fluctuation of non-skilled labours employed in the PRC during the
Year. The proportion of employees by age and gender are presented in
the charts below.

Turnover and New Hire Rates
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RE HERELSHRE

OUR PEOPLE (Continued)
Employment Practices

The Group strictly complies with all labour laws and regulations in
both Hong Kong and the PRC and deployment of child and forced
labour are strictly prohibited within the Group. The Group is certified
with SA8000:2014 Social Accountability Certification during the Year,
demonstrating its efforts in social performance, especially employees’
rights and welfare.

The Group has established a guideline for Human Resources (HR)
Department to follow during hiring process. All staff must be 16 or
above, for those under 18 are prohibited from undertaking work
involving hazardous and dangerous operations as well as night shifts.
Identification documents of newcomers are checked and there is a
random checking of the existing staff on a half-yearly basis. If the
employees are found using counterfeit or others’ documents, they will
be dismissed.

The Group has set up an anti-discrimination policy aiming at creating
a respectful working environment for its workforce and providing
equal opportunities to all qualified employees and applicants from
all employment phases. The Group engages appropriate candidates
mainly based on their professional experience and skills. Diversity of
the workforce will be considered as and when necessary. The Group
does not tolerate discrimination on any grounds of race, gender, age,
etc.

The Group protects employee rights, especially for pregnant females
and interns. It ensures those pregnant and student interns can
have enough rest based on their physical conditions and study
requirements. Employees will not be asked to work overtime, at
night and undertake work that involves high physical intensity during
pregnancy, labour and lactation. For student interns, the Group
ensures that their salary meets the governmental requirements and
they can only work during summer or winter breaks. If they have
overtime work, it should not be longer than 3 hours.
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RE HERELSHRE

OUR PEOPLE (Continued)
Employment Practices (Continued)

Also, it is a mutual agreement between the Group and employees
that they can refuse to work overtime. Those who work overtime or
on holidays receive cash allowance. In addition to statutory benefits
plans, the Group offers bonus to employees who have higher
productivity as a way to recognise their contributions.

Regarding employee dismissal, financial compensation and
injury/disability subsidies are provided in accordance to relevant laws
and regulations. In Hong Kong, subject to certain conditions under
the Employment Ordinance of Hong Kong (Cap. 57, Laws of Hong
Kong), employees employed under a continuous contract for not
less than five years are eligible for long service payment. The way of
calculating long service payment and the maximum entitlement of
employees accord to the Employment Ordinance (Cap. 57, Laws of
Hong Kong).

To enhance engagement of employees, the Group encourages them
to report to managers through mailbox or to HR directly for any
discrimination acts. Managerial staff investigate the cases carefully
and reply to the complainants with results within one month. During
the Year, the Group is not aware of any non-compliance with laws
and regulations that have a significant impact on the Group relating
to employment and labour practices. Nor did the Group identify any
incidents relating to the use of child or forced labour.

Occupational Health and Safety

To ensure safety, health and wellbeing of its staff, the Group has
formulated a strategy of “Minimise potential hazards, safe printing,
strict compliance and continuous improvement”. The Group’s
occupational health and safety management system has been
complying with the established standards, being OHSAS 18001:2007
and GB/T 28001-2011.

Measures on aspects of work-related injuries, occupational diseases
and fire accidents are implemented to promote safety and health in
the workplace. The number of work-related incidents is 9 and the lost
days due to work injuries was 206 for the Year.
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RE HERELBHRE

OUR PEOPLE (Continued)
Occupational Health and Safety (Continued)

The Group strictly follows the laws and regulations relating to
occupational health and safety in the PRC, including but not limited
to the “Work Safety Law of the PRC”, the “Law of the PRC on
the Prevention and Control of Occupational Diseases”, the “Fire
Prevention Law of the PRC”. During the Year, the Group was not
aware of any non-compliance with laws and regulations having a
significant impact on the Group relating to occupation health and
safety.

Ongoing Monitoring and Evaluation

The Group’s EHS Department is responsible for implementing
and monitoring policies under OHSAS 18001. This committee
recommends remedial measures to the responsible departments when
it identifies any violation of the health and safety regulations. All
departments and divisions in the Group cooperate tightly with the
committee. The performance on health and safety is evaluated yearly
in order to provide a safe working environment to all employees.

An occupational health and safety indicators management program
has been set up to monitor the daily operations of the Group. To
prevent employees from getting injured, all technicians must be
qualified to handle machineries. In addition to regular training, the
Group requires all staff to wear personal protective gears when they
are in operations. Safety Division will conduct random checks at sites
to make sure that the rules are strictly complied.

Keep checking records

Safety Officer conducts
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Responsible
Departments trace back
records and implement
corrective measures
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Monthly Safety Checking Procedure

REARERF

In order to control fire accidents, the Safety Division is also responsible
for maintaining fire prevention facilities on a regular basis such as fire
extinguishers and monitoring the storage of electrical facilities and
flammable materials cooperatively with Engineering Department.
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RE HERELBHRE

OUR PEOPLE (Continued)
Safety Training

Education is always the first task in achieving the goal of “safety
first, take preventive measures”. Employees at different levels are
required to take safety training pursuant to the Group’s safety training
management policy and management procedures.

During the Year, there were a total of 2,947 person-times and 3,581
hours of safety training. The participants received education on
emergency handling and use of protection gears during the training
organised by the Training Division and Safety Division.

Managerial staff will learn more about the safety production laws
and regulations established by the government and the Group, so
that they can manage and monitor the implementation of relevant
regulations in a better way. The Group has also provided specific
trainings for new-comers to minimise risks of accidents. To ensure all
operations comply with the relevant laws and regulations, the Group
organises corresponding courses when there is an introduction of new
operation.

Training and Development

The Group implements its annual training and development plan
based on the needs of different departments. It provides development
opportunities for employees from different stages including newly-
joined employees, transferees and in-service staff.

All new-comers are required to attend training and development
courses, including 24 hours of three-level safety education. There are
training programs for transferees which focus on operations of the
new posts. For the existing staff, the Group provides training on 14
aspects, including courses on enhancing employees work quality and
management knowledge. There are evaluations after completion of
the courses. During the Year, 3,871 person-times received training.
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Environmental, Social and Governance Report

RE HERELBHRE

OUR PEOPLE (Continued)
Caring for Our Employees

The Group strives to ensure work-life balance for its employees. It
organises team-building activities and celebration events to strengthen
the bonding among employees.

Monthly birthday celebration

BT (&)
BMEEST
AEES NERE TN ITEE4EFTEIE

FE -AEBASERER LT REN
mE) AMNEE T2 MRIHEE -

SRAAE
Chinese New Year Dinner Mid-Autumn Festival event
BENTFHE R EE B

The Group respects opinions of every employee. It has created several
communication platforms for them. In addition to WeChat, there are also
channels such as forum for new staff, worker representatives meeting
and mailboxes at both production sites and dormitories. Employees are
encouraged to raise their concerns through these channels.

AEEEEBUEBEINER -AEEAR
BTRYTZERRFEE - BRIREIN - T
BHEBTHIE BIRKREH L£ER
LREEREBHSERE - RMBE
TEBZERBIELSBEINEE-

Forum for new staff Worker representatives meeting
MEBR Twmig BIREREE
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Environmental, Social and Governance Report

RE HERELBHRE

OUR PEOPLE (Continued)
Community Investment

The Group does not only pursue economic development, it also
commits to its social responsibility and implements the philosophy of
“taking from society and giving back to society”. During the Year, the
Group donated approximately HK$192,000 in community investment
and devoted 1,600 hours in voluntary work. Through such community
investments, the Group understands more about the needs of the
community and ensures that its activities take into consideration
of the communities’ interests. The Group will continue to explore
different ways to fulfill its commitment to society in the future.

OPERATING PRACTICES

We endeavor to manage our operating practices to ensure a
superior supply chain management and responsible product delivery
throughout the operation process. Striving to achieve operational
excellence, we build long term trust with our customers and
continuously strive to fulfil customers’ growing expectations.

Product Responsibility

Being certified for ISO 9001 Quality Management System, the Group
ensures that high quality standards are maintained in all its products
and the Group is socially and environmentally responsible. During the
Year, the Group established a management evaluation procedure,
providing guidelines to evaluate the quality management system in
order to maintain its applicability, effectiveness and alignment with
corporate strategies.

To safeguard the health and safety of customers, the Group strictly
controls its product safety and targets to have zero recalls of products
resulting from excessive hazardous materials content. By setting up
internal and external environmental monitoring programme, the
Group strictly monitors the procurement and production process,
especially in the context of hazardous materials. A sound Bill of
Substance (BOS) system was established to determine whether the
material contains hazardous ingredients. There are also various
procedures in place to assure product safety such as sharp objects
control programme, fragile goods control programme, raw materials
and dangerous goods humidity control manual and pest control
programme.

BT (&)
HERE

AEEBTEEREERRE TR NETT
HEET BEREBZALE B8 Fi
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Environmental, Social and Governance Report

RE HERELBHRE

OPERATING PRACTICES (Continued)
Product Responsibility (Continued)

Maintaining product quality is the responsibility of everyone in
the Group, each department or team has a clear role to play. The
Environmental Team updates the chemical content requirements
stated in laws and regulations regularly or upon request by the
customers. The updated information is delivered to all related
departments to ensure product standards are up-to-date.

The Production Department is responsible for controlling the use
of materials and procedures of production to prevent mixing of
different materials and creation of pollution. The Quality Control
(QC) Department plays a crucial role in ensuring product quality. The
department regularly monitors suppliers/sub-contractors and compiles
an annual appraisal report to ensure approved vendors and sub-
contractors maintain the required quality standards of the Group. It
also conducts a monthly statistical analysis to identify any unfulfilled
targets and suggests feasible corrective measures accordingly. Other
responsibilities of the QC Department include inspection of product
materials and environmental testing before launch of products.

The Group has developed a recall system for handling cases of
defective products. If any defective products are reported, the Group
will inform the customers within 24 hours to prevent the defective
products from being launched in the market. If the products have
been launched already, the Group will collaborate with customers
to recall all related products. All recalled product are scrapped. After
that, the Group will investigate the causes of defective products by
conducting environmental testing of the raw materials, products in
different stages of manufacturing and final products.

The Group will also trace back to the previous three lots of products
and conduct testing of their quality standards. When causes of
defective products are found, the Group will take proper corrective
measures to prevent reoccurrence.
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Environmental, Social and Governance Report

RE HERELBHRE

OPERATING PRACTICES (Continued)
Product Responsibility (Continued)

For fair competition, advertisements, posters and announcements
made by the Group are totally based on authentic information.
The Group accepts public scrutiny for any inappropriate acts. In
case any inappropriate act is reported, the HR Department and
the Administration Department will immediately follow up and
investigate. The investigation results are published afterwards.
During the Year, the Group was not aware of any incidents of non-
compliance with laws and regulations that have a significant impact
on the Group concerning health and safety, advertising, labelling and
privacy matters relating to the products and services provided.

Customer Satisfaction

The Group continuously improves quality of its products and ensures
that customers’ requirements are met. Before commencement
of production, the Group communicates with its customers
to understand their environmental requirements. The Group
follows either internal environmental requirements or customers’
requirements and applies the one with higher standards. Then
Customer Service (CS) Department and Production Department will
suggest a list of materials by filling the BOS. The working procedures
and materials are verified by the Production Department before
production commences.

During the process, CS Department communicates closely with the
customers if any problems are found. In case there is a complaint from
customers regarding product quality, the QC Department liaises with
customers within 2 hours and immediately conducts an investigation
to follow up customers’ concerns.
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Environmental, Social and Governance Report

RE HERELBHRE

OPERATING PRACTICES (Continued)
Product Responsibility (Continued)
Data Protection and Privacy

The Group is committed to keeping personal information of all
persons with whom it does business confidential. It has a specific
department for encrypting confidential personal information and the
Group will not disclose any such information without written consent.
Besides, specific personnel are appointed to ensure the confidentiality
of personal information.

In the production area, taking photos is strictly prohibited. Clients
and suppliers are prohibited to visit the production area of any
products which have not yet been launched. Employees should report
immediately if any violation relating to intellectual property rights is
found. Employees are also subject to the Employee Code of Ethics
which prohibits them from disclosing or publishing any confidential
documents of the Group and the confidentiality obligation remains
valid after termination of services.

The Group has also implemented a product privacy control procedure
to keep product information confidential. For every order received,
the Group signs a confidentiality agreement with its clients. To
minimise the chance of data leakage, every department designates a
responsible person to follow up the whole product drafting process.

Intellectual Property Rights

During the Year, the Group obtained 13 utility model patents. The
Group is committed to protecting its own intellectual property rights.
The customers, suppliers and other related parties of the Group can
only legally use the patents, trademarks, technologies and other
intellectual property rights owned by the Group with its authorisation.
It also respects intellectual property rights of its customers, suppliers
and employees, ensuring that the Group does not infringe their
patents, trademarks, and technologies.
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Environmental, Social and Governance Report

RE HERELBHRE

OPERATING PRACTICES (Continued)
Supply Chain Management

To assure suppliers, sub-contractors as well as sub-suppliers of the
Group fulfill social responsibility standards, the Group has established
a social responsibility management procedure, which is managed by
the Procurement Department. Any forms of child labour, forced labour
and prison labour are prohibited in its supply chain.

CEER (&)
HEBER

RREARENHER D EH AR
HEMETHEETEN NEBEEZE
VHRBHEENHEEEEERRF -
B EEFE TR ANET
sR 85 T R BI85 T o

Screening e Take into account of social responsibility performance while selecting suppliers and sub-contractors.
5 i hEHEILSEDERGERLGEERS -
Record e Establish a social responsibility record for suppliers and sub-contractors.
Ok BYHER D BERL S EELH-
e Record the evaluation results and corrective measures adopted by suppliers and sub-contractors.
REET AR ARMEER &y BT RE R B IE S 7
Pledge e Suppliers and sub-contractors should sign a social responsibility charter committing to comply with local
S laws and regulations as well as Business Social Compliance Initiative (BSCI) social responsibility standard.
HENERDPEEEZEHEEENE  ABETHH A RRA - LA R FEd &K EEFHBusiness
Social Compliance Initiative)s] FAEY 1 & F (E 4 F -
Inspect e Procurement Department arranges an annual inspection suppliers and sub-contractors so as to
BE evaluate their social responsibility performance and follows up with corrective measures.
REMLZHEHERRSBEETFR UAERENLSEERE  WREHMRIEE-
Detect e Discovery of child labour, forced labour or other violations of relevant labour laws and regulations may
BE lead to termination of business cooperation.
WMEBRBET FEMBSTREMERMBRS DEPINER XHEAIERERIL-
Monitor e Understand the business relationships of suppliers and sub-contractors with their
ER sub-suppliers to prevent violation of relevant labour laws and regulations.

THREEEL, ERERSNRAEERE RN EBEE L2 RBEEES A R -

Apart from labour rights issues, the Group concerns about the
working environment of suppliers/sub-contractors’ workers. The
Group's qualified suppliers/sub-contractors are expected to have
adequate safety facilities and measures in place such as personal
protective equipment (PPE), fire-fighting equipment and relevant
health and safety training. The Group will also evaluate whether the
suppliers/sub-contractors have established a management system
regarding labour standards, health and safety, environment protection
and so on.

BRETHRREGIN AEEETHER
SR EIANIIERE -TEHAEE
MEEREER, DEESRIEEL
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Environmental, Social and Governance Report

RE HERELSHRE

OPERATING PRACTICES (Continued)
Supply Chain Management (Continued)
Supplier Evaluation

The Group has formulated a comprehensive evaluation system
for choosing suppliers and sub-contractors. In addition to their
operational licenses and price competitiveness, quality and social
and environmental performance of the potential suppliers are also
considered.

EEER (&
HEEEE (&
RER P

A B 5T IR (R R D B A
B EER BB REREF
Sh - TN A B 7 0 B DA R
LEEEES R
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Supplier's Assessment Criteria

AP G R 2 R

¢ European and US Standards
B R 3= B IR AR
¢ Sony Standard
REFEE
¢ Panasonic Standard
/NS 2
* Waste/rubbish classification
3V @ ek
Emergency Plan
=5t &

Green
Procurement

BeRE

Chemical
Safety
ftB2zz

¢ Material Safety Data Sheet (MSDS)
M % 285 R

 Security management system

e Prohibition of child labour, forced labour Social Security TR ERRLG
and prison labour R el e Control of th f st d
esponsibilit Management ontrol ot the process of storage an
HIIEAET FERESIRERST %iézéfi y ﬁﬁﬁgﬁé‘fi transportation of goods
B 5

Qualiy
System
Assessment

o EE >
mERG

S

e Safety Management
ZEER

* Certification of 1ISO 9001
ISO 9001 RF

¢ Quality management measures
mE BB

The Group has established a set of supplier assessment criteria that
include the aspects of green procurement, quality system, social
responsibility, chemical safety and security management. Suppliers
who pass the assessment or those with materials approved by
customers are qualified and recorded in the Approved Supplier
List, while qualified sub-contractors are recorded in the Approved
Sub-contractor List.

For the main qualified suppliers/sub-contractors, the Group conducts
a monthly evaluation in the aspects of quality, price, on-time delivery,
cooperation and technical support. The Group also conducts an
annual evaluation by summarising the monthly performance and
having a site inspection. In case suppliers/sub-contractors do not meet
the standards and no corrective measures have been taken, they will
be disqualified.
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Environmental, Social and Governance Report

RE HERELSHRE

OPERATING PRACTICES (Continued)
Supply Chain Management (Continued)
Green Procurement

Striving to produce greener products, the Group carefully chooses
its suppliers and give priority to those who implement eco-friendly
measures and meet environmental standards. All suppliers of the
Group are required to fulfil the requirements of applicable laws
and regulations. The Group is committed to the prohibition of
use of environmentally hazardous materials. Suppliers involved
in production of green products are required to sign a hazardous
material management contract and provide to the Group, the relevant
environmental testing reports issued by credible third parties, BOS,
product manual and the material safety data sheet (MSDS) to ensure
the chemical safety of the products.

If a supplier refuses to sign the hazardous material management
contract but can provide a third-party inspection report, the
Procurement Department and the Environmental Team will conduct
risk assessment and cooperation will only be made with suppliers
passing the risk assessment. If the suppliers refuse to sign the contract
or to provide an acceptable inspection report, however their materials
are essential for the Group’s production, the Group will appoint a
third party to conduct sample testing before placing orders with such
suppliers. However, adopting them is a temporary measure and such
suppliers are not included in the Approved Vendor List.

Quality Assurance

The quality system of the Group ensures suppliers are assessed.
Suppliers and sub-contractors have to provide ISO 9001 certification if
available. The Group will conduct audits on the quality management
items such as control of documents, data, quality records, materials
quality, process, defective products, product traceability, etc. The
overall rating is calculated based on audit. For security management,
the Group assesses whether suppliers and sub-contractors have a
security management system in place, and whether they have control
on the process of storage and transportation of goods as well as the
personnel moving in and out of factory.
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Environmental, Social and Governance Report

RE HERELSHRE

OPERATING PRACTICES (Continued)
Anti-corruption

Integrity is the core business value of the Group and all forms of
corruption such as bribery, extortion, fraud and money laundering are
prohibited. The Group targets to strengthen its internal control for
anti-corruption to maintain the highest ethical standards.

The Group has formulated an anti-corruption policy, stating the
forbidden unethical acts and the procedures for managing corruption
issues. To raise the awareness of its employees regarding anti-
corruption practices, the HR Department and the Administration
Department regularly inform employees about the latest anti-
corruption laws and regulations through different means such as
announcements and bulletin boards.

Complainants can report violations through various means such as
face to face dialogue, email, letter, hotline, suggestion box and so
on. For all reported cases, details and complainant’s identity are
kept confidential and the HR Department and the Administration
Department will closely investigate and verify the issues. During the
process, complainants are protected by the policy from any retaliation.

During the Year, the Group was not aware of any non-compliance
relating to bribery, extortion, fraud and money laundering that have a
significant impact to the Group.
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Environmental, Social and Governance Report

RE HERELSHRE

PERFORMANCE DATA SUMMARY REHEME
Unit 2017
B —E—tF
Environment Air Emissions Emission of SOx kg 1.01
RE ZE R =N e N
Emission of NOx kg 80.72
BERARgaty N
Emission of PM kg 7.09
R B EE R NS
GHG Emissions Direct emission (scope1) 1COze 517.73
BERBIN EEGER (2EN) BoEtiEE
Indirect emissions (scope 2) tCO2e 12,133.93
B Y (5E2) BoEiREE
Total GHG emissions tCO2e 12,651.65
BEREBAENE BoSEREE
Total GHG emission intensity 1CO2¢/ 0.03
BREREBEHNERE HKD('000)
BoakiREE
ST (F)
Waste Hazardous waste tonnes 10.79
23] BEEEY i3
Hazardous waste intensity kg/HKD('000) 0.02
BEBEENEE N4
B (F)
Non-hazardous waste tonnes 660.71
BEEEY i3
Non-hazardous waste intensity ~ kg/HKD('000) 1.44
BEBRZYEE N/
B (F)
Effluent tonnes 25,688.00
5K ]
Effluent intensity tonnes/ 0.06
EKEE HKD('000)
e,/ (F)
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Environmental, Social and Governance Report

RE HERELBHRE

PERFORMANCE DATA SUMMARY (Continued) REHEME (8§)
Unit 2017
B S
Energy Usage Energy consumption GJ 59,994.75
EEIR(E A Bt TREE
Energy consumption intensity GJ/HKD('000) 0.12
ERERE TREE/
B (F)
Petrol litres 36,410.39
R AN
Diesel litres 29,576.19
ey Ny
Gas m?3 156,537.14
Electricity kWh 14,355,885.00
W) TRE
Resource Usage Water consumption tonnes 156,081.00
ERER FEK Mg
Water consumption intensity tonnes/ 0.34
FKEE HKD('000)
We,/ B (F)
Paper tonnes 9,511.84
R 7
Paper usage intensity kg/HKD('000) 20.74
R#EE NI
BT (F)
Plastic tonnes 553.62
B A
Plastics usage intensity kg/HKD('000) 1.21
EHERER NI
BT (F)
Metal tonnes 0.60
B M
Metal usage intensity kg/HKD('000) 0.00
CEERRE NI
B (F)
* All intensity computation is based on the Group’s revenue for its * BT B 219 4R 15 7K 52 B RUGE R 3 B S 75 A

manufacturing and sales business.
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Environmental, Social and Governance Report
RIE-HERERKSE

PERFORMANCE DATA SUMMARY (Continued) %Iﬁﬂ}gﬁg (48)
Unit 2017
By “E-tF
Employment Total Workforce by Gender Male 828
ER RIERIB D H B TR S
Female 709
pegid
Total Workforce by Age Group <30 362
RFRAERNEIDHE THEH 0B FIA T
31-50 1128
315 2505%
>50 47
5088 A
Total Workforce by PRC 1460
Geographical Region H
EiRE S E TR
HK 77
R
Total Workforce by Undergraduate degree or above 122
Education Level AR £
BRXYEREENNETAH 1415
Below tertiary education
REUT
Total Workforce by Management 286
Professional Profile EEE
REXEREDNETHEY
General staff 1251

THMET
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Environmental, Social and Governance Report
RIE-HERERKSE

PERFORMANCE DATA SUMMARY (Continued) REHEME (8§)
Unit 2017
By “E-tF
Total Turnover Rate by Age Group <30 177%
RERBRZSMERKLE  30mFIMUT
31-50 44%
31 E505%
>50 66%
5058 A
New Hire Rate by Gender Male 68%
R RIE] 5 80571 8t 3 Eo)i
Female 67%
g
New Hire Rate by Age Group <30 154%
BRERARZIDWIMEBLE  30mHINUT
31-50 42%
3155 2505%
>50 9%
5058 Ak
Health and Safety Number of Work-related Fatalities 0
RERZE A TERR ML T /AR
Lost Days Due to Work Injury day 206
ATHEATERS PN
Health and Safety Training Hour hour 3,581
EENZ 2 EEE /N
Community Hour Contributed to hour 1,600
Investment Volunteer Work /N
HERE 2EFE TR
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Independent Auditor’s Report
BB RE

Deloitte

TO THE SHAREHOLDERS OF NEWAY GROUP HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Neway
Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 111 to 245,
which comprise the consolidated statement of financial position as at
31 December 2017, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

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

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.
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Independent Auditor’s Report

R

KEY AUDIT MATTERS

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

AR EIEIH

RESFHEERMNFERHE-

HEAAPGAMBBRERZREENSE
He gk FHRRERMENBEBEANM
BRERHASREEITERERN B M
T ELEREREBBNER -

How our audit addressed A E R REEL ]
Key audit matter the key audit matter BREHEE BRESEEETER
Valuation of investment properties REYZERLE
We identified the valuation of  Our procedures in relation to BH2BREMENTE BUEBIKENED
investment properties as a key the valuation of investment ELBREASE I FHENEFAE:
audit matter due to the inherent  properties included: THAREEATLERE
level of complex and subjective EEOREmERER
judgments and estimates e  Evaluating the competence, N E e HE R {EE e o UHEEENE
required in determining the fair capabilities and objectivity BN REE
values. of the valuers and obtaining MR TR

an understanding of the BERH TEEE

The Group’'s investment valuers’ scope of work and EEBNIREMELS MHENTER
properties portfolio comprises their terms of engagement; AREMNEENRE E
commercial, industrial and ARLFMBE ([HE])

residential properties located
in Hong Kong and the People
Republic of China (the “PRC")
and is stated at fair value of
HK$229,165,879 as at 31
December 2017 with a fair
value gain of HK$20,273,024
recognised in the consolidated
statement of profit or loss and
other comprehensive income for
the year then ended.
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Independent Auditor’s Report
B AN RS

KEY AUDIT MATTERS (Continued)

How our audit addressed the

Key audit matter key audit matter

AR EEE (&)

The Group's investment properties
are measured using the fair value
model based on a valuation
performed by independent qualified
professional valuers. As disclosed in
notes 4 and 16 to the consolidated
financial statements, in determining
the fair values of the Group’s
investment properties, the valuers
have applied income capitalisation
approach or direct comparison
approach, as appropriate, for
respective properties, which involve,
inter-alia, certain estimates, including
appropriate capitalisation rates,
reversionary income potential and
market transactions of comparable
properties, as appropriate.

Evaluating the appropriateness
of the valuers’ valuation
approaches to assess if they
meet the requirements of the
HKFRSs and industry norms;

Challenging the reasonableness
of the key assumptions
and appropriateness of
valuation models applied
based on available market
data and our knowledge of
the property industry and
whether the assumptions and
methodologies are consistent
with the bases used in prior
year; and

Assessing the reasonableness
of key inputs used in the
valuation, on a sample
basis, by checking to the
publicly available information
on comparable market
transactions, comparing rental
income, terms of existing leases
to the existing lease summaries
of the Group and evaluating
whether capitalisation rates
adopted are comparable to the
market.
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R

KEY AUDIT MATTERS (Continued)

AR EEE (&)

How our audit addressed the AR &t AR
Key audit matter key audit matter BERENEE BRESEEETER
Impairment of properties under development for sale HEHEERRDYERE
We identified the impairment of  Our procedures in relation to EMP2BEERMEN BRAEBILEEE
properties under development as  evaluating the appropriateness of REAHAREASEE. HEERER WJ% =)
a key audit matter because of the  the management’s impairment RERBBENRET REITGHREEEHN
management’s judgment involved in  assessment of properties under HERETEE N BEAE:

the impairment assessment for the
relevant project.

Included in the consolidated
statement of financial position
are the properties under
development for sale amounted to
HK$45,351,716 as at 31 December
2017, which is stated at the lower of
cost and net realisable value.

As set out in note 4 to the
consolidated financial statements,
management has estimated the
impairment of the Group's properties
under development for sale with
reference to the comparable market
transactions in similar locations.

development for sale included:

e Discussing with management
to obtain an understanding of
the impairment assessment;

e  Evaluating the appropriateness
of the comparable market
transactions in similar locations
identified by the management;
and

e Obtaining legal opinion
on whether there is any
restrictions for the Group to
realise the properties under
development for sale pursuant
to the updated Freeze Order
(as defined in note 22 to
the consolidated financial
statements).
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Independent Auditor’s Report
B AN RS

OTHER INFORMATION

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

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

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

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

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

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

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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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 solely to you, as a body, in
accordance with Section 90 of the Bermuda Companies Act, and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

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

o 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.

o 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.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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Independent Auditor’s Report
BB RE

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

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

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

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

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

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

The engagement partner on the audit resulting in the independent
auditor’s report is Mr. CHAU Chi Ka.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
27 March 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

meEEREMSERARR

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

2017 2016
—E—t#F =R
NOTES HKS$ HK$
Bt BT BT
Revenue Wegs 5 515,533,643 562,911,033
Gross proceeds from sale of HERIEEERE
held-for-trading investments FTiSskIA 4R 118,243,982 74,508,138
633,777,625 637,419,171
Revenue W gs 5 515,533,643 562,911,033
Cost of sales 8 & XA (356,859,195) (384,742,566)
Gross profit EA 158,674,448 178,168,467
Interest income FLEWA 1,932,508 1,990,981
Other income H A 3,168,076 2,031,543
Selling and distribution expenses HE MRS (26,041,840) (29,294,729)
Administrative expenses THEX (123,099,454) (133,351,116)
Other gains and losses HAth 2 e 548 6 41,317,618 72,586,955
Finance costs A& AR 7 (2,509,172) (3,907,893)
Share of results of joint ventures RSN (1,349,720) (1,500,119)
Profit before taxation B 5% B A 52,092,464 86,724,089
Taxation HIE 10 (4,142,567) (12,720,487)
Profit for the year AR A 11 47,949,897 74,003,602
Other comprehensive income HihZ2EBKA
(expense): (BAxX) :
Item that may be reclassified 8 LIy e
subsequently to profit or loss: Bl HE -
Exchange differences arising on BMEBINET
translation of foreign operations FrEEZIE R Z5E 40,699,906 (26,715,082)
Items that will not be reclassified TR EFHSHEE
to profit or loss: B2 IHA -
Surplus on transfer from property, Y- WE LEE
plant and equipment to EEBEREYHERE
investment properties 2 B 9,371,865 -
Deferred tax arising from transfer of MYE  HWE &
property, plant and equipment to HEERERE
investment properties VIZEFTEE 2R
I (2,342,966) -
47,728,805 (26,715,082)
Total comprehensive income AEZHBABE
for the year 95,678,702 47,288,520
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

meEEREMSEIRARR

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

2017 2016
—E—+tF —E—REF
NOTE HK$ HK$
i3 BT BT
Profit (loss) for the year attributable to: LA T A T &G A4F
) (E5E) -
Owners of the Company ZAN/NSIEZZS N 48,145,604 74,205,738
Non-controlling interests FEIE IR (195,707) (202,136)
47,949,897 74,003,602
Total comprehensive income (expense) IATATEERERE
for the year attributable to: A (FsZ) 18 %E
Owners of the Company ZN/NCIE/ 2SN 94,849,265 48,443,936
Non-controlling interests AR = 829,437 (1,155,416)
95,678,702 47,288,520
Earnings per share FHRRAF
Basic BN 13 18.98 HK centsi#&fli  33.60 HK cents# ll
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Consolidated Statement of Financial Position

e B RS IR L R

At 31 December 2017

R-ZFE—+Ff+_H=+—H
2017 2016
—E—+t5F —E—RF
NOTES HK$ HK$
bt BT BT
Non-current assets ERBEE
Property, plant and equipment M BB MR 14 125,412,446 136,221,165
Prepaid lease payments FENMEENRIEA 15 63,444,314 28,767,708
Investment properties wEYE 16 229,165,879 190,125,000
Deposits for land use rights T FERERT S 17 = 17,378,953
Available-for-sale investments AHfHERE 8 24,870,548 41,735,027
Loans to joint ventures BTEERRIZER 20 - 2,216,491
Interests in joint ventures REERR 2R 20 421,268 424,647
Deposit paid for acquisition of property, &1t EEH £ -
plant and equipment MERZET 2 5,543,984 1,370,661
448,858,439 418,239,652
Current assets mENEE
Inventories and record masters FENERSE 21 42,551,931 35,340,492
Properties under development for sale HERRERYE 22 45,351,716 42,309,793
Held-for-trading investments BIEEERE 23 107,374,656 132,247,356
Derivative financial instrument TTESRITE 18 7.851,180 10,416,328
Available-for-sale investments AHHERE 18 14,192,719 -
Trade and other receivables, B 5 kE MR
prepayments and deposits KIA -~ B RUIA
ARET & 24 200,166,882 175,947,838
Loan to an available-for-sale investee BT AH SR
REAZER 19 - 31,256,977
Loans to joint ventures BTEERRIZER 20 3,874,009 3,864,955
Loans receivable ﬁ WE K 25 31,055,801 36,785,343
Prepaid lease payments AR E IR 15 1,345,094 665,931
Amount due from a related company FEY— K&
ANRIFRIA 26 1,310,456 1,481,546
Tax recoverable AT Y B B 1R - 349,534
Short-term bank deposits RERITER 27 102,879,162 61,766,602
Cash and cash equivalents BeMReH 27 199,687,987 165,573,968
757,641,593 698,006,663
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Consolidated Statement of Financial Position

e B RS IR L R

At 31 December 2017

R-IFE—+F+_A=+—H
2017 2016
—E—tF —E-RF
NOTES HK$ HK$
Bt BT TT
Current liabilities mENB R
Trade and other payables and accruals f’f%&ﬁi\ﬁﬂ!&“ﬁ
A Ko FE AT RROE 28 102,238,651 99,195,766
Tax liabilities MIBEE 4,656,583 907,785
Amount due to a non-controlling R —RME AR
shareholder of a subsidiary — AR
FIE 29 18,011,527 16,744,809
Amount due to a related company E&E\ﬂ#—ﬁﬁgﬁ
NGIEN 30 903,191 11,536,034
Obligations under finance leases vﬂé{?ﬁ&if{
— due within one year — R —F A5 E 32 182,179 236,890
Bank borrowings RITIEE 31 59,892,800 61,343,200
185,884,931 189,964,484
Net current assets mBEERE 571,756,662 508,042,179
Total assets less current liabilities BREERTBAE 1,020,615,101 926,281,831
Non-current liabilities FmeaE
Amount due to a related company JERT —KBE QR
I8 30 380,146 422,940
Deferred taxation IR AEFL IR 33 10,722,401 11,842,860
Obligations under finance leases vaﬁéfﬁff&
— due after one year — R —F1& 5 H 32 = 182,179
11,102,547 12,447,979
Net assets BEFE 1,009,512,554 913,833,852
Capital and reserves BERRFHE
Share capital f% < 34 2,536,395 2,536,395
Reserves G 1,008,687,044 913,837,779
Total attributable to owners of RAGIHEB AEEBEE
the Company 1,011,223,439 916,374,174
Non-controlling interests IR E R (1,710,885) (2,540,322)
Total equity W mE 1,009,512,554 913,833,852
The consolidated financial statements on pages 111 to 245 were FHNEINNNBEREASE 7 EEMBHE
approved and authorised for issue by the Board of Directors on 27 EHESEeN - = =A—-++H
March 2018 and are signed on its behalf by: Bt N 75 ) 3 ATESEHRERE
=

SUEK Ka Lun, Ernie & &= B
Chairman FJ&
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Consolidated Statement of Changes in Equity
MEERBEK

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

Attributable to owners of the Company

FRREE AR
Deemed
contribution Capital Properties Non-
Share Share from  redemption  Contributed  valuation  Translation Retained controlling
capital premium  a shareholder reserve surplus reserve reserve profits Total interests Total
Bf-%  EREE NEfE
Bx  RHEE RRZEM i EHEH e EiRE  REER &t FEREE &5t
HK$ HKS HKS HKS HKS HKS HKS HKS HK$ HK$ HK$
o AT AT AT o R R T BT BT ET
At 1 January 2016 RZE5-—7E-f-8 105,684,728 349,902,265 188,956,957 62,400 - 56223266 25878260 121,752,798 848,460,676  (1,384,906) 847,075,770
Proft (o) for the year RERT (B8 - - - - - - - TMNSTI TA2STI (202136 74003602
Exchange differences arising RERNERMEEL
on trandlation of foreign operations ~ EXZ - - - - - - (25761,802) - (25761800 (953.280)  (26,715,082)
Total comprehensive (expense) RERE (R WALE
income for the year - - - - - - (25761,802) 74205738 48443936  (1,155416) 47,288,520
Effect of capital reduction (rote 34) AR 2 HE (HiiE34) (103,571,033) - - - 103,571,033 - - - - - -
Issue of new shares B 422,700 19,444,200 - - - - - - 19,866,900 - 19,866,900
Transaction costs attributable to EFROEERSRA
issue of new shares - (397,338) - - - - - - (397,338) - (397,338)
At 31 December 2016 RZE-7~E+-A=1-A 2536395 368,949,127 188,956,957 62,400 103,571,033 56,223,266 116,460 195958536 916,374,174 (2,540,322) 913,833,852
Profit loss) for the year RERF (B8) - - - - - - - 48145604 48145604 (195707) 47,949,897
Exchange differences arsing RERNERHEEL
on trandlation of foreign operations ~ EXEE - - - - - - 39,674,762 - 39674762 1,025,144 40,699,906
Surplus on transfer from property, ~ #1% HRERIAAERE
plant and equipment to investment & EME % 2 B8 (Wit 16)
properties (note 16) - - - N - 9,371,865 o o 9,371,865 - 9,371,865
Deferred tax arising from transfer Bh% BERREEAS
of property, plant and equipment to N#MEEBRHE
investment properties (note 33) (Hi233) - - - - - (2,342,96) - - (2,342,966) - (2,342,966)
Other comprehensive income FERBRAERA
for the year - - - - - 7028899 39674762 - 46,703,661 1,025,144 47,728,805
Total comprehensive income TERERAEE
for the year - - - - - 7008899 39674762 48,145,604 94,849,265 829437 95,678,702
At 31 December 2017 RZE-t§+ZA=1-A 2536395 368,949,127 188,956,957 62,400 103,571,033 63252165 39,791,222 244,104,140 1,011223439  (1,710,885) 1,009,512,554
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Consolidated Statement of Cash Flows

ARERTREBWMK

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

2017 2016
HKS$ HK$
%JTE /%E
OPERATING ACTIVITIES fEER
Profit before taxation Fx 5 Bl & A 52,092,464 86,724,089
Adjustments for: EVEE T 5 % -
(Reversal of) allowance for bad and RIZERR (#E)
doubtful debts, net Bl FE (1,150,168) 1,715,533
Write-down of inventories WoRFE 543,411 268,039
Depreciation of property, plant and LE =5
equipment RETE 10,273,310 11,174,567
Amortisation of prepaid lease payments — TB{< 0 & 7 I8 # £ 1,031,454 718,048
(Gain) loss on disposal of property, EE%% JF%%&
plant and equipment etz (W)
B8 (4,244,150) 26,709
Loss on disposal of a subsidiary PE—KMBARZ
&1 5,396,840 -
Gain on Land Swap Transaction THBERRZ S 2 W
(as defined in note 6) (EMFeRTER) (46,611,407) -
Change in fair value of investment wEMELATFE
properties p=ED) (20,273,024) (630,600)
Impairment loss recognised in respect gL BRI ERE
of an available-for-sale investment R ZBEEE - 5,581,603
Impairment loss recognised in respect R TEERAER
of loans to joint ventures R ﬂ@)ﬁﬂﬁ 2,874,868 5,268,340
Change in fair value of derivative /ﬁiir‘?ﬂilﬁz
financial instrument NFEEDH 2,837,217 (752,339)
Share of results of joint ventures /NI 1,349,720 1,500,119
Dividend income & B A (1,518,823) (715,278)
Interest expense B 2,509,172 3,907,893
Interest income FEWA (1,932,508) (1,990,981)
Operating cash flows before movements A&t & E & & & @JHIJZ
in working capital R IH B 3,178,376 112,795,742
(Increase) decrease in inventories and Tf‘f&” )w*!
record masters (3550 ) Ak > (6,379,932) 2,337,580
Increase in trade and other receivables, & 5 [z E th fiE I 3118 -
prepayments and deposits B RIBBARE £
30 (17,876,120) (6,562,654)
Decrease in amount due from JEUY — R BAE R FIF0A
a related company RS 171,090 2,007,092
Decrease (increase) in held-for-trading BIEEEKRE
investments B (1) 24,872,700 (87,157,694)
Decrease in loans receivable JE W B FUR A 5,729,542 39,435,067
Increase (decrease) in trade and Z 5 REMENFKIE
other payables and accruals VAK FERT I8
= CR) 171,290 (93,189)
Cash from operations LEE RS 9,866,946 62,761,944
Dividend income g S A 1,518,823 715,278
Hong Kong Profits Tax paid EREANEH (610,195) (1,162,154)
Overseas tax paid Eﬁfi?\\fﬁlﬁ (2,897,465) (4,610,970)
NET CASH FROM OPERATING ACTIVITIES B XK EREFE 7,878,109 57,704,098
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Consolidated Statement of Cash Flows

ARERTREBWMK

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

2017 2016
NOTES HK$ HK$
iokza BT BT
INVESTING ACTIVITIES BETH
Investment in available-for-sale HERAHHERE
investments (3,505,900) (2,377,434)
Repayment from loan to a7 At S
an available-for-sale investee KERZERE 32,362,460 2,332,090
Deposit paid for acquisition of BT J??SUE'
property, plant and equipment B (5,543,984) (1,370,661)
Placement of short-term bank deposits 17 & %X HIfR 1T 1F & (64,101,510) (36,147,388)
Withdrawal of short-term bank deposits ~ #2 Bt 42 Hf ﬁﬁﬁﬁ%ﬁ 28,164,048 86,107,178
Disposal of a subsidiary E-XWEA 37 2,340,000 -
Loans to joint ventures ,’a\%/.:z\ /N TZEEK (3,013,772) (1,093,026)
Repayment from loan to a joint venture 433 — %’m\ =WNG
ZERENR 1,000,000 1,500,000
Purchase of property, plant and BAME BB KE
equipment (12,257,936) (5,859,035)
Proceeds from disposal of property, HEME  BE MEE
plant and equipment Fr1535k18 4,268,943 -
Compensation received for ot B % 5 AR
Land Swap Transaction U B B #8 1E 6 52,022,307 -
Interest received B8 1,932,508 1,195,950
Acquisition of a subsidiary W — R B R 7A] 36 = (85,449,791)
NET CASH FROM (USED IN) RETHME (FTA)
INVESTING ACTIVITIES ReFE 33,667,164 (41,162,117)
FINANCING ACTIVITIES RESEE
Repayment of bank borrowings EBEETEER (1,450,400) (6,120,800)
New bank borrowings raised FIIRITIEE = 35,000,000
Repayment to a related company [ — %FEL A& (10,675,637) (13,155,570)
Issue of new shares BITHRR D - 19,866,900
Share issues expenses ? TR A = (397,338)
Repayment of obligations under BEBEHERE
finance leases (236,890) (293,031)
Interest paid EARFLE (2,509,172) (3,907,893)
NET CASH (USED IN) FROM MEEE (FTA) A&
FINANCING ACTIVITIES ReFE (14,872,099) 30,992,268
NET INCREASE IN CASH AND ReRBRSEEEM
CASH EQUIVALENTS FE 26,673,174 47,534,249
CASH AND CASH EQUIVALENTS FPzRER
AT BEGINNING OF THE YEAR Re%E 165,573,968 120,746,792
EFFECT OF FOREIGN EXCHANGE ExgsTE
RATE CHANGES 7,440,845 (2,707,073)
CASH AND CASH EQUIVALENTS FRZEER
AT END OF THE YEAR ReEE 199,687,987 165,573,968
ANALYSIS OF THE BALANCES OF ReRESEELEHR
CASH AND CASH EQUIVALENTS Vaiiy
Bank balances and cash RITHEHR IR 199,687,987 165,573,968
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

GENERAL

Neway Group Holdings Limited (the “Company”) is
incorporated in Bermuda as an exempted company with
limited liability and its shares are listed on The Stock Exchange
of Hong Kong Limited. The addresses of the registered office
and principal place of business of the Company are disclosed
in Corporate Information to the annual report.

The Company acts as an investment holding company. The
principal activities and other details of its subsidiaries are set
out in note 47.

The consolidated financial statements are presented in Hong
Kong dollars ("HK$"), which is also the functional currency of
the Company.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

Amendments to HKFRSs that are mandatorily
effective for the current year

The Company and its subsidiaries (collectively referred to
as the “Group”) has applied the following amendments to
HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") for the first time in the current year:

Amendments to Disclosure initiative

HKAS 7

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

Amendments to As part of annual improvements to HKFRSs
HKFRS 12 2014 — 2016 cycle

2.

—REHR

Neway Group Holdings Limited
hESBEERABRAA ([AQ
AR BEBREFMRIL/ KX
MREZBREETAR HRINDESR
BHAERSMARAT LM AR
AlZAMBEFER R T 2EEME
EHNFRIDRIER] A

ARAIE—FRKIKEER AT - EF
DEBREKNBRAR ZHEMFRSH
RHTFE4T7 ©

e BmRABIT ([EBIT])2
5 MAETMBARRRZHEEE

R REIETE B
BHREER ([ERHBR
HER])

AR E RS R E B
Fik R B 2 53T
AATREMBAR (B4
S8 ])ERAFE G REA TS
MEERHALE ([EEGHE
D) Bl 2 BB W R
B3] -

BRgrEy iR
FTRER]

BREES AAZRBEREAE
F12R 2B EHEEE

BBMBREREN EA-F-DEE
F12R 2B “E-RFEHE

ARBRERAZ
EEYE B

* EREE
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

Amendments to HKFRSs that are mandatorily
effective for the current year (Continued)

Except as described below, the application of the amendments
to HKFRSs in the current year has had no material impact
on the Group’s financial performance and positions for the
current and prior years and/or on the disclosures set out in
these consolidated financial statements.

Amendments to Hong Kong Accounting Standard
(“HKAS”) 7 “Disclosure initiative”

The Group has applied these amendments for the first time
in the current year. The amendments require an entity to
provide disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities,
including changes arising from cash flows and non-cash
changes. In addition, the amendments also require disclosure
on changes in financial assets if cash flows from those financial
assets were, or future cash flows will be, included in cash flows
from financing activities.

Specifically, the amendments require the following to be
disclosed: (i) changes from financing cash flows; (i) changes
arising from obtaining or losing control of subsidiaries or other
businesses; (iii) the effect of changes in foreign exchange rates;
(iv) changes in fair values; and (v) other changes.

A reconciliation between the opening and closing balances
of these items is provided in note 44. Consistent with the
transition provisions of the amendments, the Group has not
disclosed comparative information for the prior year. Apart
from the additional disclosure in note 44, the application
of these amendments has had no impact on the Group’s
consolidated financial statements.

2.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs") (Continued)
New and revised HKFRSs issued but not yet

effective

The Group has not early applied the following new and revised

HKFRSs that have been issued but are not yet effective:

HKFRS 9

HKFRS 15
HKFRS 16
HKFRS 17

HK(IFRIC)
-1Int 22

HK(IFRIC)
-1Int 23

Amendments to

HKFRS 2

Amendments to

HKFRS 4

Amendments to

HKFRS 9

Amendments to

HKFRS 10
and HKAS 28

Amendments to

HKAS 28

Amendments to

HKAS 28

Amendments to

HKAS 40

Amendments to

HKFRSs

Financial instruments’

Revenue from contracts with customers and
the related amendments’
Leases?

Insurance contracts?

Foreign currency transactions and advance
consideration’

Uncertainty over income tax treatments’

Classification and measurement of share-based
payment transactions’

Applying HKFRS 9 “Financial instruments” with
HKFRS 4 “Insurance contracts”’

Prepayment features with
negative compensation?
Sale or contribution of assets between
an investor and its associate or joint venture’

Long-term interests in associates and
joint ventures?

As part of the annual improvements to
HKFRSs 2014—2016 cycle’

Transfers of investment property’

Annual improvements to HKFRSs 2015 - 2017 cycle?
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

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

2 Effective for annual periods beginning on or after 1 January
2019

’ Effective for annual periods beginning on or after a date to be
determined

4 Effective for annual periods beginning on or after 1 January
2021

HKFRS 9 “Financial instruments”

HKFRS 9 introduces new requirements for the classification
and measurement of financial assets, financial liabilities,
general hedge accounting and impairment requirements for
financial assets.

2.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2.  APPLICATION OF NEW AND REVISED HONG 2. ERHIIRKLEITEBEH
KONG FINANCIAL REPORTING STANDARDS BHREER ([FEBBER
("HKFRSs") (Continued) HEA]) (&)

New and revised HKFRSs issued but not yet B BB i R & 2 F e R AR

effective (Continued) T E R BRELER (F)

HKFRS 9 “Financial instruments” (Continued) BB EERFEIHE [
TH](#&)

Key requirements of HKFRS 9 which are relevant to the Group AAREBHBEONET BV BREE

are: BISEOSRA = EHRF -

. all recognised financial assets that are within the . BBV ERE LR FERE

scope of HKFRS 9 are required to be subsequently
measured at amortised cost or fair value. Specifically,
debt investments that are held within a business
model whose objective is to collect the contractual
cash flows, and that have contractual cash flows
that are solely payments of principal and interest on
the principal outstanding are generally measured at
amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a
business model whose objective is achieved both by
collecting contractual cash flows and selling financial
assets, and that have contractual terms that give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding, are generally measured at fair value
through other comprehensive income (“FVTOCI”). All
other financial assets are measured at their fair value
at subsequent accounting periods. In addition, under
HKFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of an
equity investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.

o in relation to the impairment of financial assets, HKFRS °

9 requires an expected credit loss model, as opposed
to an incurred credit loss model under HKAS 39.
The expected credit loss model requires an entity to
account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect
changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to
have occurred before credit losses are recognised.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

HKFRS 9 “Financial instruments” (Continued)

Based on the Group’s financial instruments and risk
management policies as at 31 December 2017, application
of HKFRS 9 in the future may have a material impact on the
classification and measurement of the Group’s available-for-
sale financial assets. Equity securities classified as available-for-
sale investments carried at cost less impairment as disclosed in
note 18 are qualified for designation as measured at FVTOCI
under HKFRS 9 and the Group will measure these securities at
fair value at the end of subsequent reporting periods with fair
value gains or losses to be recognised as other comprehensive
income and accumulated in the investments revaluation
reserve. Upon initial application of HKFRS 9, the fair value gain
relating to these securities would be adjusted to investments
revaluation reserve as at 1 January 2018. All other financial
assets and financial liabilities will continue to be measured on
the same bases as are currently measured under HKAS 39.

In general, the directors of the Company anticipate that the
application of the expected credit loss model of HKFRS 9 will
result in earlier provision of credit losses which are not yet
incurred in relation to the Group’s financial assets measured
at amortised costs, contract assets under HKFRS 15 “Revenue
from contracts with customers” and lease receivables that
subject to the impairment provisions upon application of
HKFRS 9 by the Group.
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

HKFRS 9 “Financial instruments” (Continued)

Based on the assessment by the directors of the Company,
if the expected credit loss model were to be applied by the
Group, the accumulated amount of impairment loss to be
recognised by the Group as at 1 January 2018 would be
increased as compared to the accumulated amount recognised
under HKAS 39 mainly attributable to expected credit losses
provision on trade receivables, deposits with brokers’ houses,
loans to joint ventures, loans receivable, amount due from
a related company, short-term bank deposits and cash and
cash equivalents. Such further impairment recognised under
expected credit loss model would reduce the opening retained
profits at 1 January 2018.

HKFRS 15 “Revenue from contracts with
customers”

HKFRS 15 was issued which establishes a single comprehensive
model for entities to use in accounting for revenue arising
from contracts with customers. HKFRS 15 will supersede
the current revenue recognition guidance including HKAS
18 “Revenue”, HKAS 11 “Construction contracts” and the
related Interpretations when it becomes effective.
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Notes to the Consolidated Financial Statements

ma

B IS ER R B

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

HKFRS 15 “Revenue from contracts with
customers” (Continued)

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

o Step 2:  Identify the performance obligations in the
contract

o Step 3:  Determine the transaction price

o Step 4:  Allocate the transaction price to the
performance obligations in the contract

o Step 5. Recognise revenue when (or as) the entity

satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when (or as)
a performance obligation is satisfied, i.e. when “control” of
the goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive
guidance has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by
HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

HKFRS 15 “Revenue from contracts with
customers” (Continued)

The directors of the Company anticipate that the application of
HKFRS 15 may result in more disclosures relating to revenue.
However, the directors of the Company do not anticipate that
the application of HKFRS 15 will have a material impact on
timing and amounts of revenue recognised in the respective
reporting periods.

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.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

HKFRS 16 “Leases” (Continued)

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, the Group currently presents
upfront prepaid lease payments under operating lease as
investing cash flows in relation to leasehold lands for owned
use and those classified as investment properties while other
operating lease payments are 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.

Under HKAS 17, the Group has already recognised an
asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold lands
where the Group is an operating lease lessee. The application
of HKFRS 16 may result in potential changes in classification of
these assets depending on whether the Group presents right-
of-use assets separately or within the same line item at which
the corresponding underlying assets would be presented if
they were owned.
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (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.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 December 2017, the Group has non-cancellable
operating lease commitments of HK$57,382,383 as disclosed
in note 38. A preliminary assessment indicates that these
arrangements will meet the definition of a lease. Upon
application of HKFRS 16, the Group will recognise a right-of-
use asset and a corresponding liability in respect of all these
leases.

In addition, the Group currently considers refundable rental
deposits paid of HK$1,149,996 and refundable rental deposits
received of HK$1,110,000 as rights and obligations under
leases to which HKAS 17 applies. Based on the definition
of lease payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying assets,
accordingly, the carrying amounts of such deposits may
be adjusted to amortised cost and such adjustments are
considered as additional lease payments. Adjustments to
refundable rental deposits paid would be included in the
carrying amount of right-of-use assets. Adjustments to
refundable rental deposits received would be considered as
advance lease payments.

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

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§

FER I RAEET & BN
BREEL ([FEBMBR
HEA]) (&)

B B B0 o 2 3 7 5T R A
BAEBHMBREED (H)

BRI TBHEERF 165 [
g/ (&)

EAE AN ST EED AR
FRMBHRELRF165EARE L
mAEAEFEIE17REEA
SETRIETENRE  WEERTE
HEASEESBEAKEHER
MEHEE-

U5+ B B 4R 4 2 B 169
BREFRNBE -

WM EFISIEE - HE_F
—+HE+-_A=+—HI1E 'K
SEETARELERERE
57,382,383 Lo Ml EE R
WELZHEHEHEENTE - NE
REBT B HRE LR B 165K
REBBRAAE L SZHERRE
FAREENRIEENEE:

AN REBERE B E R RE
TS L 1,149,996/ 7T & 2 W H)
AREA X £1,110,00058 T8
BEBSHERFE17TRAAERN
HEEMNNET BEEEIER
HEBIFEIRIE THENKHE
E Ao WIEHBBEETH
EEBENEN BlkeniERS
REO] AR SN - A AR
WA AREIINEEFIE - WEH AR
EHSESEROARBT AL
FEEEMNREES - HEWAR
EHSZSEFENARBRIER
NHEERMR-

SN - B AR E AT BE S B LAt ET
B 2 EEENES-



Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

New and revised HKFRSs issued but not yet
effective (Continued)

Except as disclosed above, the directors of the Company
anticipate that the application of other new and revised
HKFRSs issue but not yet effective will have no material impact
on the Group's consolidated financial statements in the future.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited and by the Hong
Kong Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for investment properties and
certain financial instruments that are measured at fair values at
the end of the reporting period, as explained in the accounting
policies set out below. Historical cost is generally based on the
fair value of the consideration given in exchange for goods and
services.
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope
of HKFRS 2 “Share-based payment”, leasing transactions that
are within the scope of HKAS 17 “Leases”, and measurements
that have some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 “Inventories” or value in
use in HKAS 36 “Impairment of assets”.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.

For financial instruments and investment properties which
are transferred at fair value and a valuation technique that
unobservable inputs is to be used to measure fair value in
subsequent periods, the valuation technique is calibrated
so that the results of the valuation technique equals the
transaction price.
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Notes to the Consolidated Financial Statements

e MR EmR M

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

° has power over the investee;
o is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control
until the date when the Group ceases to control the subsidiary.

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

Where necessary, adjustments are made to the financial
statements of the subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transaction between members of
the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Acquisition of a subsidiary not constituting a
business

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies and
recognises the individual identifiable assets acquired and
liabilities assumed by allocating the purchase price first to
investment properties which are subsequently measured under
fair value model, the remaining balance of the purchase price
is then allocated to the other individual identifiable assets and
liabilities on the basis of their relative fair values at the date of
purchase. Such a transaction does not give rise to goodwill or
bargain purchase gain.
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Interests in joint ventures

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require unanimous consent of the parties sharing control.

The results and assets and liabilities of joint ventures are
incorporated in these consolidated financial statements using
the equity method of accounting. The financial statements
of joint ventures used for equity accounting purposes are
prepared using uniform accounting policies as those of the
Group for like transactions and events in similar circumstances.
Under the equity method, an investment in a joint venture is
initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the
Group's share of the profit or loss and other comprehensive
income of the joint venture. When the Group’s share of
losses of a joint venture exceeds the Group's interest in that
joint venture (which includes any long-term interests that, in
substance, form part of the Group's net investment in the
joint venture), the Group discontinues recognising its share
of further losses. Additional losses are recognised only to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the joint venture.

An investment in a joint venture is accounted for using the
equity method from the date on which the investee becomes
a joint venture. On acquisition of the investment in a joint
venture, any excess of the cost of the investment over the
Group's share of the net fair value of the identifiable assets
and liabilities of the investee is recognised as goodwill, which
is included within the carrying amount of the investment.
Any excess of the Group’s share of the net fair value of
the identifiable assets and liabilities over the cost of the
investment, after reassessment, is recognised immediately in
profit or loss in the period in which the investment is acquired.
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ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Interests in joint ventures (Continued)

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss with
respect to the Group’s investment in a joint venture. When
necessary, the entire carrying amount of investment (include
goodwill) is tested for impairment in accordance with HKAS
36 “Impairment of assets” as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of the
investment. Any reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

Revenue recognition

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

Revenue is recognised when the amount of revenue can be
reliably measured; when it is probable that future economic
benefits will flow to the Group and when specific criteria
have been met for each of the Group’s activities, as described
below.

Revenue from sales of goods (including manufactured and
trading printing products and gaming machines) is recognised
when the goods are delivered and titles have passed.

Sales of albums are recognised when the albums are delivered
and the title has passed.

Artistes management fee income is recognised when the
services are provided.

Promotion income is recognised when the services are
provided.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

Concerts and shows income is recognised on the completion
of the relevant concerts and shows.

Income from the licensing of the musical works is recognised
when the Group’s entitlement to such payments has been
established.

Service income is recognised when services are provided.

Deposits received from purchases prior to meeting the above
criteria for revenue recognition are included in consolidated
statement of financial position under current liabilities.

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount on initial
recognition.

Rental income is recognised, on a straight-line basis, over the
terms of relevant leases. The Group’s accounting policy for
recognition of revenue from operating leases is described in
the accounting policy for leasing below.

Investment properties

Investment properties are properties held to earn rentals and/or
for capital appreciation.

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at their
fair values. All of the Group's property interests held under
operating leases to earn rentals or for capital appreciation
purposes are classified and accounted for as investment
properties and are measured using fair value model. Gains
or losses arising from changes in the fair value of investment
properties are included in profit or loss for the period in which
they arise.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment properties (Continued)

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected from
its disposals. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included
in the profit or loss in the period in which the property is
derecognised.

Transfer from owner-occupied property to
investment property carried at fair value

If an item of property, plant and equipment becomes an
investment property because its use has changed as evidenced
by end of owner-occupation, any difference between the
carrying amount and the fair value of that item at the date
of transfer is recognised in other comprehensive income
and accumulated in properties revaluation reserve. On the
subsequent sale or retirement of the asset, the properties
revaluation reserve will be transferred directly to retained
profits.

Property, plant and equipment

Property, plant and equipment including buildings, leasehold
land (classified as finance leases), other than properties
construction in progress as described below, are stated in
the consolidated statement of financial position at cost less
subsequent accumulated depreciation and accumulated
impairment losses, if any.

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

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Property, plant and equipment acquired in exchange for a non-
monetary asset or assets, or a combination of monetary and
non-monetary assets, was measured at fair value unless the
exchange transaction lacks commercial substance or the fair
value of neither the asset received nor the asset given up is
reliably measurable.

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

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets.
However, when there is no reasonable certainty that ownership
will be obtained by the end of the lease term, assets are
depreciated over the shorter of the lease term and their useful
lives.

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

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make the sale.

Record masters

Record masters represent the accumulated costs incurred
in the production of master tapes of relevant audio-visual
products at the end of the reporting period and are stated at
the lower of cost and net realisable value. Cost is calculated
using the first-in, first-out method.
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Notes to the Consolidated Financial Statements

e

B ISR AR B

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Properties under development for sale

Properties under development for sale are stated at the lower
of cost and net realisable value. Cost comprises both the land
use rights and development cost of the property. Net realisable
value takes into account the price ultimately expected to be
realised, less applicable selling expenses and the anticipated
costs of completion.

Development cost of property comprises construction
costs, borrowing costs capitalised according to the Group’s
accounting policy and directly attributable cost incurred during
the development period.

Impairment on tangible assets

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the relevant asset is estimated in order to determine
the extent of the impairment loss, if any.

When it is not possible to estimate the recoverable amount
of an asset individually, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.

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

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment on tangible assets (Continued)

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. The carrying amount
of an asset is not reduced below the highest of its fair
value less costs of disposal (if measurable), its value in use
(if determinable) and zero. The amount of the impairment
loss that would otherwise have been allocated to the asset
is allocated pro rata to the other assets of the unit. An
impairment loss is recognised immediately in profit or loss.

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

Borrowing costs

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

All other borrowing costs are recognised as and included in
profit or loss in the period in which they are incurred.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from ‘profit before taxation’ as
reported in the consolidated statement of profit or loss and
other comprehensive income because of income or expense
that are taxable or deductible in other years and items that are
never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

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

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising from investments in subsidiaries and
interests in joint ventures, except where the Group is able
to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments and
interests are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of a deferred tax asset is reviewed at the
end of the 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 asset to be recovered.

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

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

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

Current and deferred tax are recognised in profit or loss.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.
Initial direct costs increased in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset. Other than investment properties measured under fair
value model, such costs are recognised as an expense on a
straight-line basis over the lease term.

The Group as lessee

Assets held under finance leases are recognised as assets of
the Group at their fair value at the inception of the lease or,
if lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
consolidated statement of financial position as a finance lease
obligation.

Lease payments are apportioned between finance expenses
and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the
liability. Finance expenses are recognised immediately in profit
or loss, unless they are directly attributable to qualifying assets,
in which case they are capitalised in accordance with the
Group's general policy on borrowing costs (see the accounting
policy below).

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a
reduction of rental expense on a straight-line basis.
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Notes to the Consolidated Financial Statements

e

B ISR AR B

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)
Leasehold land and building

When the Group makes payments for a property interest
which includes both leasehold at initial recognition land and
building elements, the Group assesses the classification of
each element as a finance or an operating lease separately
based on the assessment as to whether substantially all the
risks and rewards incidental to ownership of each element
have been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire property
is accounted as an operating lease. Specifically, the entire
consideration (including any lump-sum upfront payments)
are allocated between the leasehold land and the building
elements in proportion to the relative fair values of the
leasehold interests in the land element and building element of
the lease at the inception of the lease at initial recognition.

To the extent the allocation of the relevant payments can be
made reliably, interest in leasehold land that is accounted for
as an operating lease is presented as “prepaid lease payments”
in the consolidated statement of financial position and is
amortised over the lease term on a straight-line basis.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items that are
measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Group (i.e. HK$) at the rate of exchange prevailing at the
end of the reporting period, and their income and expenses
are translated at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated
in equity under the heading of the translation reserve
(attributable to non-controlling interests as appropriate).

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate. Government grants related to
subsidy income from government for the purpose of giving
immediate financial support to the Group with no future
related costs are recognised in profit or loss in the period in
which they become receivable.

Retirement benefit costs

Payments to defined contribution retirement benefits schemes,
state-managed retirement benefit schemes and Mandatory
Provident Fund Scheme are charged as an expense when
employees have rendered service entitling them to the
contributions.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Short-term and other long-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit
in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave) after
deducting any amount already paid.

Liabilities recognised in respect of other long-term employee
benefits are measured at the present value of the estimated
future cash outflows expected to be made by the Group in
respect of services provided by employees up to the reporting
date. Any changes in the liabilities’ carrying amounts resulting
from service cost, interest and remeasurements are recognised
in profit or loss except to the extent that another HKFRS
requires or permits their inclusion in the cost of an asset.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of
the instruments.

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

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets

The Group's financial assets are classified as loans and
receivables, held-for-trading investments and available-
for-sale investments. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the
marketplace.

Effective interest method

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

Held-for-trading investments

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

o on initial recognition it is a part of an identified
portfolio of financial instruments that the Group
manages together and has a recent actual pattern of
short-term profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Held-for-trading investments (Continued)

Held-for-trading investments are stated at fair value, with
any gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or loss
excludes any dividend or interest earned in the financial assets
and is included in the “other gains and losses” line item. Fair
value is determined in the manner described in note 43.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as financial assets at fair
value through profit or loss, loans and receivables or held-to-
maturity investment.

Equity securities held by the Group that are classified as
available-for-sale financial assets and are measured at fair
value at the end of the reporting period except for unquoted
equity investments whose fair value cannot be reliably
measured. Dividends on available-for-sale equity instruments
are recognised in profit or loss when the Group's right to
receive the dividends is established. Other changes in the
carrying amount of available-for-sale financial assets are
recognised in other comprehensive income and accumulated
under the heading of investments revaluation reserve. When
the investment is disposed of or is determined to be impaired,
the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified to profit or loss.

Available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at the end of the reporting
period.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition, loans
and receivables (including loan to an available-for-sale
investee, loans to joint ventures, trade and other receivables
and deposits, loans receivable, amount due from a related
company, short-term bank deposits and cash and cash
equivalents) are carried at amortised cost using the effective
interest method, less any identified impairment losses (see
accounting policy on impairment of financial assets below).

Interest income is recognised by applying the effective interest
rate, except for short-term receivables where the recognition
of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those at fair value through profit
or loss, are assessed for indicators of impairment at the end of
the reporting period. Financial assets are impaired when there
is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have
been affected.

For available-for-sale equity investments, a significant or
prolonged decline in the fair value of the security below its
cost is considered to be objective evidence of impairment.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

For loans and receivables, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or
counterparty; or

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

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

Objective evidence of impairment for a portfolio of receivables
could include the Group's past experience of collecting
payments and observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of
the impairment loss recognised is measured as the difference
between the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the original
effective interest rate.

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

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or loss in
the period.

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

In respect of available-for-sale equity investments, impairment
losses previously recognised in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent
to an impairment loss is recognised in other comprehensive
income.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

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

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Effective interest method

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

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, bank
borrowings and amounts due to a non-controlling shareholder
of a subsidiary and a related company are subsequently
measured at amortised cost, using the effective interest
method.

Derivative financial instrument

Derivative is initially recognised at fair value at the dates when
derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or loss
immediately unless the derivative is designated and effective
as a hedging instrument, in which event the timing of the
recognition in profit or loss depends on the nature of the
hedge relationship.

Forward contracts to dispose an available-for-sale investment
at a future disposal date are accounted for as derivative
financial instruments. Changes in fair value of such contracts
are recognised in profit or loss up to the completion of the
disposal.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and receivable is recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
have expired. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

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

The estimates are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or
in the period of the revision and future periods if the revision
affects both current and future periods.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

4,

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Critical judgements in applying accounting policies

The following is the critical judgement, apart from those
involving estimations (see below), that the directors of the
Company have made in the process of applying the Group’s
accounting policies and that have the most significant effect
on the amounts recognised in the consolidated financial
statements.

Deferred tax arising from fair value changes in
investment properties

For the purposes of measuring deferred tax arising from
investment properties that are measured using the fair value
model, the directors of the Company have reviewed the
Group's investment property portfolios and concluded that the
Group's investment properties are not held under a business
model whose objective is to consume substantially all of the
economic benefits embodied in the investment properties over
time. Therefore, in determining the Group’s deferred taxation
on investment properties, the directors of the Company have
determined that the presumption that the carrying amounts of
investment properties measured using the fair value model are
recovered entirely through sale is not rebutted.

Key sources of estimated uncertainty

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of
the reporting period, that have a significant risk of causing a
material adjustment to the carrying amounts of assets within
the next financial year.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

4,

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimated uncertainty (Continued)

Fair value of investment properties

As at the end of the reporting period, the Group's investment
properties are stated at fair value based on the valuation
performed by independent qualified professional valuers. In
determining the fair value, the valuers have based its valuation
on income capitalisation approach or direct comparison,
as appropriate for respective investment properties,
which involves certain estimates, including appropriate
capitalisation rates and reversionary income potential and
comparable market transactions, as appropriate. In relying
on the valuation, management has exercised its judgement
and is satisfied that the methods of valuation adopted are
appropriate for the relevant property and reflective of current
market conditions. As at 31 December 2017, the aggregate
fair value of investment properties is HK$229,165,879 (2016:
HK$190,125,000). Details of the valuation methodology are
disclosed in note 16.

Estimated impairment of properties under
development for sale

As at 31 December 2017, properties under development for
sale of HK$45,351,716 (2016: HK$42,309,793) is stated at
lower of cost and net realisable value. The directors of the
Company use their judgement in determining the impairment
of properties under development for sale with reference to the
comparable market transactions in similar locations. Where
there are any decrease in the net realisable value arising from
any changes to the market conditions in the People’s Republic
of China (the “PRC"), impairment loss may be recognised on
the properties under development for sale.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

4,

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimated uncertainty (Continued)

Valuation of interests in Sichuan Yinghua Real
Estate Company Limited (/9)| & 2 F i 5 R 22 &)
(“Yinghua”)

The valuation of the interests in Yinghua included the fair
value of 16.67% equity interest of Yinghua recorded as the
available-for-sale unlisted equity investment amounting to
HK$14,192,719 (2016: HK$14,142,889) as at 31 December
2017. Details of the valuation methodology are disclosed in
note 43.

During the assessment of the fair value of equity interest of
Yinghua, the directors of the Company use their judgment
in selecting appropriate valuation inputs for the valuation
of financial instruments not quoted in an active market.
The Group engaged an independent professional valuer to
perform the valuation. The fair value of available-for-sale
unlisted equity investments are assessed based on asset-based
approach which incorporated key inputs including estimated
fair value on its properties under development for sale and
application of marketability discount. The fair value on the
properties under development for sale is assessed based on
the residual approach with reference to market unit prices,
expected market profit margin and discount rate. Those inputs
are subject to uncertainty and might materially differ from the
actual results. The market unit prices represent the market
asking price of similar properties that are located within the
same district of the propertied held by Yinghua. The expected
market profit margin represents the estimated profit margin
of the comparable companies in the real estate industry in
the PRC. The discount rate represents a rate that reflects
current market assessments of the time value of money. The
marketability discount represents the discount exists between
the value of a company's stock that is and is not marketable.
Where there are any changes in the assumptions due to
the market conditions, the estimate of fair value of unlisted
investment may be significantly affected.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

4,

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimated uncertainty (Continued)

Fair value of derivative financial instrument

As at 31 December 2017, the obligation to deliver a financial
asset in the future in return of cash is considered as derivative
and measured at fair value. The directors of the Company use
their judgment in selecting appropriate valuation inputs for
the valuation of financial instruments not quoted in an active
market which involves several key assumptions and estimates.
As at 31 December 2017, the fair value of forward contract
measured at fair value was HK$7,851,180. Details of the
valuation methodology are disclosed in note 18.

As at 31 December 2016, the Group has a put option to
dispose entire interests in Yinghua. Details are disclosed in
note 18. The directors of the Company used their judgement
in selecting appropriate valuation inputs for the valuation
of financial instruments not quoted in an active market
which involved several key assumptions and estimates. As at
31 December 2016, the fair value of put option measured
at fair value was HK$10,416,328. Details of the valuation
methodology are disclosed in note 18.

Estimated impairment of trade receivables

In determining whether there is an objective evidence of
impairment loss, the Group takes into consideration the
estimation of future cash flows. The amount of the impairment
loss is measured as the difference between the asset's
carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate computed at initial
recognition). Where the actual future cash flows are less
than expected, a material impairment loss may arise. As at
31 December 2017, the carrying amount of trade receivables
is HK$152,122,389 (net of allowance for doubtful debts of
HK$3,127,071) (2016: carrying amount of trade receivables
is HK$140,036,655 (net of allowance for doubtful debts of
HK$4,336,405)).
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Notes to the Consolidated Financial Statements

mE

B ISR R B

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

5.

REVENUE AND SEGMENT INFORMATION

Revenue represents the amounts received and receivable for
goods sold and services provided by the Group, less discounts
and sales related taxes during the year.

Segment revenue and results

Information reported to the executive directors of the
Company, being the chief operating decision maker, for the
purposes of resources allocation and assessment of segment
performance focuses on types of goods or services delivered or
provided.

The Group’s reportable and operating segments are therefore
as follows:

(a) Sales of gaming machines (“Gaming Distribution
Business”);

(b) Money lending (“Lending Business”);

(0 Manufacturing and sales of printing products
("Manufacturing and Sales Business”);

(d) Artistes management, production and distribution of
music albums and movies (“Music and Entertainment
Business”);

(e) Property development and investment (“Property
Business”), including properties development projects
and properties leasing and investments in the PRC,
mini storage business and office leasing and properties
leasing and investment in Hong Kong;

f) Securities trading (”Securities Trading Business”); and

(9) Trading of printing products (“Trading Business”).

WEE o EER
BEEASEFARELEm
PR A ARG P U Ko FE M 2 SR I OB
MR HERBAEDIR) -

PERBEREE

o RER L EDERRMEA
ARRATES (X BEERR
B)REZER TBEARNE
mak PriR RIS IR & D

Hitt - AR EE AR RGEHIE
M

() BEMIHE (TEEDHE
%)

() MWE(REXRH]):

© ERIERMERHE (8
ERMEEB])

(d) EABE - SR EIT S 5
BAREY (58502
¥5%])

() MEBRIEE ([WMEHX
%) (BEMARBEZY
¥RREBERYWERERE
B UARRBBZRIRE %
B AEHE - WEHRE

RIREFR)
 BHEE(IBFEEE
%l &

(9 EIRIERES (ITEHE
%) e
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

5. REVENUE AND SEGMENT INFORMATION 5. WBERSEER (&)
(Continued)
Segment revenue and results (Continued) THEWEKREE (F)
The following is an analysis of the Group’s revenue and results RNEFIGKE RS D BEE S
by operating and reportable segments. ZWHERESSWTWOT
Revenue Segment profit (loss)
1§ FEEHN (H8)
2017 2016 2017 2016
—E-tf ZTRF ZB—tF —TRF
HK$ HK$ HK$ HK$
BT BT BT B
Gaming Distribution Business BRI HER 1,513,933 88,319 (27,552,115)  (19,795,026)
Lending Business HEEH 4,611,231 8,215,087 2,211,095 3,320,390
Manufacturing and Sales Business WERHEEHK 458,620,260 492,941,761 43,407,080 58,337,913
Music and Entertainment Business BRENRERT 10,513,580 27,039,363 (2,882,781) 659,976
Property Business EE S 6,500,175 1,713,770 16,140,229 (6,608,054)
Securities Trading Business BHEBEK - - (17,682,487) 68,591,575
Trading Business BHEK 33,774,464 32,912,733 2,332,176 2,086,385
Total st 515,533,643 562,911,033 15,973,197 106,593,159
Bank interest income RITH BIA 1,339,407 1,195,950
Unallocated corporate expenses AOEGCESH (11,828,168)  (15,480,164)
Gain on Land Swap Transaction THEARHUE 46,611,407 -
Impairment loss recognised in respect of REAREERERER
an available-for-sale investment REERE = (5,581,603)
Unallocated share of results of joint ventures &7 & 2 JE{f
AERNAZE (3.379) (3,253)
Profit before taxation BRA AT & A 52,092,464 86,724,089
All of the segment revenue reported above is from external FXETHRE 2B DB
customers. HONERE o
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

5.

REVENUE AND SEGMENT INFORMATION 5. WERkIEER (&)
(Continued)
Segment revenue and results (Continued) THEWEREE (&)
The accounting policies of the operating and reportable KERAREB ST HER R
segments are the same as the Group’s accounting policies MIFE3RPTlA N EE 2 @ =T E
described in note 3. Segment profit (loss) represents the profit MHE DT (BEE)IEZ D HE
earned/loss incurred by each segment without allocation of B wfEEzEiE BWE
bank interest income, unallocated corporate expenses, gain on MIBITRBWA - ROEEES
Land Swap Transaction, impairment loss recognised in respect H+iEBRS SINE  F— 18R]
of an available-for-sale investment, unallocated share of results HEERERARMEEIE KO0
of joint ventures and taxation. This is the measure reported ZEMREBZENAREENTHIEEDL
to the Group’s management for the purpose of resource Sk AME RSB RKIFT
allocation and performance assessment. HRAEBEEBEBREZITES
b7
Segment assets and liabilities TEHEEERAERS
The following is an analysis of the Group’s assets and liabilities RNEBIRKS NSRS D EE D
by operating and reportable segment: ZEERBESTNOT:
As at 31 December 2017 N-EBE—+t+tE+=-B=+—H
Gaming Manufacturing Music and Securities
Distribution Lending and Sales  Entertainment Property Trading Trading
Business Business Business Business Business Business Business  Consolidated
HER B8R R5EE
BRAHER HEEK HEER BREEH VEES % RS &e
HKS HKS HKS HKS HK$ HK$ HKS$ HKS
B B B B B B B A
Segment assets PEEE 3,537,434 32,539,044 308,153,073 10825137 309532191 130,840,443 17,854,635 813,281,957
Other assets HiEE 393,218,075
Consolidated assets GREE 1,:206,500,032
Segment liabilities AHEE 764,250 1,898,622 117,970,294 3,971,587 45,109,287 130,000 10,060,787 179,904,827
Other liabilities AfEE 17,082,651
Consolidated liabilies ~ FAEE

196,987,478
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

5. REVENUE AND SEGMENT INFORMATION 5. WEksEER (&)

(Continued)

Segment assets and liabilities (Continued) o8 ﬁE&ﬁ{* (&

As at 31 December 2016 N_E—RE+-_A=+—H

Gaming Manufacturing Music and Securities
Distribution Lending and Sales  Entertainment Property Trading Trading
Business Business Business Business Business Business Business Consolidated
‘ SR EE 3 BHEE
HEAHER HERE HELE RezK mEEK £5 254K A
HKS HKS HKS HKS HKS HKS HKS HKS
BT BT BT BT B BT BT BT

Segment assets AREE 8,253,558 37,294,789 285,627,273 12,881,213 291,477,500 148,337,998 15,762,384 799,634,715

Other assets EHEE 316,611,600

Consolidated assets GREE 1,116,246,315

Segment liabilities SEEE 363,124 11,505,016 119,097,575 9,194,593 45,000,946 30,360 3,116,159 188,307,773

Other liabilities ihEE 14,104,690

Consolidated liabilies A &R 202,412,463

For the purposes of monitoring segment performance and MERSBREBEEPNDERBDE

allocating resources among segments: BRME :

. all assets are allocated to operating and reportable o TR -1 R = /NE=] I =
segments other than certain interest in a joint venture, Em B TEER T&TL\
certain loan to a joint venture and an available-for- HE w15 :éf]’j‘z%i:f:ff?ﬁ\
sale investee, certain available-for-sale investments, ETa#HHERE ETH
certain other receivables, prepayments and deposits, o FE UL FRIE ~ TR FRIE X ET
tax recoverable, short-term bank deposits and cash and S 0] [E FIE - 5B HRER 1T
cash equivalents. EFRURBEe kB2 EE

SNFTBEES S RERKE
NAasmESEE-

o all liabilities are allocated to operating and reportable . B TFE M EN OB N FEST
segments other than certain other payables and IE -MIEeENMELERIE
accruals, tax liabilities and deferred taxation. SN BB BRENIEEKE

KA sRE D
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e MR ER M

For the year ended 31 December 2017

BE—F—+tF+-_A=1T—HIFE
5. REVENUE AND SEGMENT INFORMATION

(Continued)

Other segment information

For the year ended 31 December 2017

ko BER (&)

Hit 2 BEH

CERE B
R

t#¥+=A=t—H

Gaming Manufacturing Music and Securities
Distribution Lending and Sales  Entertainment Property Trading Trading Segment
Business Business Business Business Business Business Business total  Unallocated  Consolidated
BER EER BSEE
BEAHER REER HEXH REXH NERHR 5 g55% S BAH *98 ]
HKS HK$ HK$ HKS HK$ HK$ HK$ HKS HK$ HK$
BT B B B B B B BT B B
Amounts included in the /\"Ei‘??x RER
measure of segment results W\Z@ B
or segment assets:
Interest income (exclusive of — FIEMA (FRIERE

interest income from HEEBZAEKRA)

Lending Business) - - - - (593,101) - - (593,101) (1,339,407) (1,932,508)
Interest expenses % I8 aﬁi - 778,046 1,116,192 - 606,052 - 8,882 2,509,172 - 2,509,172
Amortisation of prepaid lease &7 & FUAHE #

payments - - 1,031,454 - - - - 1,031,454 - 1,031,454
Depreciation of property,

plant and equipment 540,101 81,716 7,728,082 12,766 1,170,033 - 740,612 10,273,310 - 10,273,310
Write-down of inventories 146,121 - - 397,290 - - - 543,411 - 543,411
Reversal of bad and

doubtful debts, net - - (1,150,168) - - - - (1,150,168) - (1,150,168)
Gain on disposal of property,  HEWE  BEk&E

plant and equipment P c:3 - - (4,244,150) - - - - (4,244,150) - (4,244,150)
Additions to property, N BERREFE

plant and equipment 681,710 1,180 12,891,815 5,000 18,040 - 30,852 13,628,597 - 13,628,597
Impairment loss recognised i~ 34a FAEAAIEH

respect of loans to ERZRERR

joint ventures - - - - 2,874,868 - - 2,874,868 - 2,874,868
Change in fair value of fTEERIAZ

derivative financial instrument ~ AT EEE) - - - - 2,837,217 - - 2,837,217 - 2,837,217
Change in fair value of BIEEEREZ

held-for-trading investments A FEZH - - - - - 19,173,556 - 19,173,556 - 19,173,556
Change in fair value of ¥

investment properties - - - - (20,273,024) - - (20,273,024) - (20,273,024)
Loss on disposal of a subsidiary 5,396,840 - - - - - - 5,396,840 - 5,396,840
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2017
BE_F—+F1+_H=1—HIFE

5. REVENUE AND SEGMENT INFORMATION

(Continued)

Other segment information (Continued)

For the year ended 31 December 2016

5. WEKkoBEER (&)

Hit 2 BEHR ()

HE2—_%T—

FFE

NE+ZA=1+—H

Gaming Manufacturing Music and Securities
Distribution Lending and Sales  Entertainment Property Trading Trading Segment
Business Business Business Business Business Business Business total Unallocated ~ Consolidated
HiER BER EHEE
EEAHER HE£H HEEK REET NEEB EY ETES ] AR FHE Fa
HK$ HK$ HK$ HKS$ HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT v BT BT BT BT BT BT
Amounts included in the REGEES EvE-5
measure of segment results FAZEE
or segment assets:
Interest income (exclusive of  FIEMA (FRIERE

interest income from HEEBZREKRA)

Lending Business) - - - - (795,031) - - (795,031) (1,195,950) (1,990,981)
Interest expenses FlEm% - 3,064,918 784,154 - 44,637 - 14,184 3,907,893 - 3,907,893
Amortisation of prepaid lease BRI & AR

payments - - 718,048 - - - - 718,048 - 718,048
Depreciation of property, nE BERAETE

plant and equipment 444,947 106,205 8,471,679 12,635 1,256,562 - 882,539 11,174,567 - 11,174,567
Write-down of inventories - - 268,039 - - - - 268,039 - 268,039
Allowance for bad and

doubtful debts, net - - 1,653,133 62,400 - - - 1,715,533 - 1,715,533
Loss on disposal of property,  HENE - BE kA E

plant and equipment BB - 26,709 - - - - - 26,709 - 26,709
Additions to property,

plant and equipment 537,490 92,975 4,933,883 - 617,664 - 729,381 6,911,393 - 6,911,393
Additions to investment RENFRE

properties - - - - 113,129,400 - - 113,129,400 - 113,129,400
Impairment loss recognised i~ FEAIAHERERR L

respect of an available-for-sale  {ERSE

investment - - - - - - - - 5,581,603 5,581,603
Impairment loss recognised i~ §t45 T A B DA EH

respect of loans to BRZAEER

joint ventures - - - - 5,268,340 - - 5,268,340 - 5,268,340
Change in fair value of fTEemIAY

derivative financial instrument ~ AFEZE) - - - - (752,339) - - (752,339) - (752,339)
Change in fair value of BIEEERAZ

held-for-trading investments A FEEE) - - - - - (79,983,930 - (79,983,930) - (79,983,930
Change in fair value of RENEZATEEY

investment properties - - - - (630,600) - - (630,600) - (630,600)
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

5.

REVENUE AND SEGMENT INFORMATION

(Continued)

Revenue from major products and services

The following is an analysis of the Group’s revenue from its

ko BER (&)

REEFEREmERE 2z WS

ATBAREREEETEEMK

major products and services: R 2 Wz #r:
2017 2016
—E—tHF —E—RF
HK$ HK$
BT BT
Artistes management fee income HEAETEERA 1,578,804 1,309,737
Concerts and shows income EIEE R FRERA 2,189,293 17,491,920
Income from the licensing of EEIGEEISERION
the musical works 3,698,379 4,174,044
Loan interest income from REMEER 2
Lending Business BROHL B A 4,611,231 8,215,087
Other music and entertainment Hofih % %2 IR GE AR T
services 176,505 1,119,407
Sales of printing products 5 & El il 2 o 492,394,724 525,854,494
Promotion income EEKRA 1,055,143 1,453,718
Rental income HEHA 6,500,175 1,713,770
Sales of albums HEBR 1,815,456 1,490,537
Sales of gaming machines S 65 12 15 1,513,933 88,319
515,533,643 562,911,033
Geographical information ith & &R

The Group’s income from Manufacturing and Sales Business
and Property Business is mainly derived from Hong Kong and
the PRC. The Group's income from Lending Business, Trading
Business, Music and Entertainment Business and Securities
Trading Business are derived from Hong Kong. The Group's
income from Gaming Distribution Business is derived from

outside Hong Kong.

AEBERBRERHEERT LY
EEBWATBERNEE LT
H-AEERENEXRD EHF
B BRNRREXFLESFEESR
BZWAETRRNES - NEB R
BEBDHEEHZBARRER

VASIM [ o
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

5. REVENUE AND SEGMENT INFORMATION

(Continued)

Geographical information (Continued)

The Group's revenue from external customers and information
about non-current assets by geographical location of the

customers and assets respectively are set out below:

ko BER (&)

wEEHR (&)
AEBRBINBEP 2 W B
BAERBEECERDRRER
KEEMEEEIMT

Revenue from
external customers Non-current assets
RENDEF 2B FREBEE
2017 2016 2017 2016
—Z-tF NS —2-t% —Z-RF
HK$ HKS$ HK$ HK$
BT BT B B
Hong Kong B 244,837,558 272,421,151 225,561,412 205,685,947
The PRC H 139,952,285 169,249,675 198,426,479 168,602,187
Europe M 45,446,256 54,614,355 - -
United States e 49,270,510 39,849,765 - -
Others Hith 36,027,034 26,776,087 - -
515,533,643 562,911,033 423,987,891 374,288,134

Note: Non-current assets exclude available-for-sale investments and

loans to joint ventures.

Information about major customers

There was no customer contributing over 10% of total sales of
the Group for the years ended 31 December 2017 and 2016.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

6. OTHER GAINS AND LOSSES

Hittsm REE

2017 2016
—E—tF TR
HKS$ HK$
BT BT
Change in fair value of derivative MESIAE
financial instrument NV EE (2,837,217) 752,339
Change in fair value of RIEEEREA
held-for-trading investments NEEED) (19,173,556) 79,983,930
Fair value changes in investment KREMEZANTEE
properties (note 16) (Kiat16) 20,273,024 630,600
Gain on Land Swap Transaction (Note) L EHRZ 5 2 Kz
(B1:t) 46,611,407 -
Impairment loss recognised in respect Bt —IB A i H E R E R
of an available-for-sale investment ZREEE - (5,581,603)
Impairment loss recognised in respect L4 FAE A BIE R
of loans to joint ventures R R EEE (2,874,868) (5,268,340)
Loss on disposal of a subsidiary HE—RWNB AR EE
(note 37) (K1at37) (5,396,840) -
Net foreign exchange (loss) gain HNE (518 ) Wz F 58 (678,650) 3,812,271
Net gain (loss) on disposal of property, HEWE BENLEEZ
plant and equipment W (E51E) F88 4,244,150 (26,709)
Reversal of (allowance for) bad and RIZRRED (BE) - F88
doubtful debts, net 1,150,168 (1,715,533)
41,317,618 72,586,955

Note:  On 17 March 2017, a wholly-owned subsidiary of the
Company, Guangdong Qingyuan New High Technology
Industrial Development Zone Management Committee (the
“"Committee”) and the Qingyuan government entered into
a compensation agreement and a state-owned land swap
agreement (1B T i B #1#:% £ ) pursuant to which the
Committee agreed to compensate the subsidiary of the
Company with the amount of Renminbi (“RMB") 45,009,700
(equivalent to HK$52,022,307) in cash together with
certain land use rights located in Qingyuan in exchange of
the deposits for land use rights with carrying amount of
HK$18,161,279, certain construction in progress with carrying
amount of HK$15,144,396 and certain land use rights with
carrying amount of HK$32,576,792 held by the subsidiary of
the Company (the “Land Swap Transaction”). The fair value
of the land use rights located in Qingyuan is RMB52,320,000
(equivalent to HK$60,471,567), which is arrived at on the
basis of valuations carried out by RHL Appraisal Limited which
is an independent qualified professional valuer not related
to the Group. Accordingly, the Group recognised a gain of
HK$46,611,407 on the Land Swap Transaction.

Mit: RZE—+F=ZA++B AR
A—HE2EMWBRAREERBR
BHENMEXRAERERLE S
(TZBg])RBERKFTN—
HEEHELEE T B RRZ
E B ZEEREMZAD
RIMB ARSI NREHEARE
(TAR¥ 1) 45,009,7007T (#E &
752,022,307 7T ) i8 [ iz A5
BREOAETLMERE URXBRZ
AAGIMBRARMBEREES
18,161,279 T 2 T #h (¥ FA#ER]
% BRE{EA15,144,3968 T 2 &
FrhaEIERREEAR32,576,792
Bz EFLERAE(TLHE
B 5]) (IR E RS FE A
R QFEAARES2,320,0000T
(HEE760,471,567/87T) - ThlAH
AEEVEBEZBYSERTE
HEMXFTFERRAER AR
FrEfT 2 EEBKRESH - Bt
AEBMBTEBRZ FEAMES
46,611,40778 7T °
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

7.  FINANCE COSTS 7. BERAE
2017 2016
—E—tF —ETRF
HK$ HK$
BT BT
Interest on: ITIEB ZFE:
Bank borrowings RITEE 1,722,244 828,791
Amount due to a related company FEf — [ BEE R R FUIA 778,046 3,064,918
Obligations under finance leases BREHRERMT 8,882 14,184
2,509,172 3,907,893
8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERTHAEAIZME
EMOLUMENTS
The emoluments paid or payable to each of the eleven (2016: UWTAEAENSEMSTFINEZ(ZE
nine) directors are as follows: —RNE IR )ESF I ME:
Alternate
Executive directors Non-executive directors Independent non-executive directors director
HTEE FUES BUkHES gz
SUEK SUEK CHAN LEE LI LAI LAU
Ka Lun, Chai Kwing Choi, WONG NG Wai TSE Kwok  Lai Ping, CHU Sai Wo, Kam
Ernie Hong Warren Sun Fat Kwan Tin Tai Wan Cecly  GunPui Ricky Cheong Total
EEB BBE R g RER #xZ 3HE BEH KE Bt EEL @it
HKS HK$ HK$ HK$ HK$ HK$ HKS HKS HKS HKS HKS HK$
b b b v oo oo B B BT AR b b
(note j) (note i) (note i) (note ) (note vj)
(#iti) (#iiii) (i) (W) (i)
2017
Fees - - 142,500 100,000 100,000 41,667 100,000 44,167 52,022 70,000 - 650,556
Other emoluments
- Salaries and other benefits 2,134500 1,273,500 - - - - - - - - 452392 3,860,392
- Bonus (note vi) 1,050,000 315,000 - - - - - - - - - 1,365,000
- Contributions to retirement i #3%
benefits schemes 18,000 18,000 7,500 - - - - - - - 18,000 61,500
Total emoluments Rt 3,202,500 1,606,500 150,000 100,000 100,000 41,667 100,000 44,167 52,222 70,000 470392 5,937,448
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e MR ER M

For the year ended 31 December 2017

HE-F—+F+ A=+ AUFE

8. DIRECTORS' AND CHIEF EXECUTIVE'S 8. EERTHAZME
EMOLUMENTS (Continued) (8)
Alternate
Executive directors Non-executive directors Independent non-executive directors director
$EE FiTEZ BUkfES BEE
SUEK SUEK CHAN LEE i LAU
Ka Lun, Chai Kwing Choi, WONG NG Wai TSE Kwok Lai Ping, Kam
Ernie Hong Warren Sun Fat Kwan Tin Tai Wan Cecily Cheong Total
EER EREE 3] iR REE EFS ZEZ BE% il 5
HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS
BT BT BT BT BT BT B B BT BT
(note j) (note i) (note i)
(Hii) (Hiitii) (i)
2016 Z-RE
Fees 4 - - 142500 100,000 100,000 100,000 100000 100,000 - 602500
Other emoluments Eths
- Salaries and other benefits -He REMER 2,082,000 1,242,000 - - - - - 430807 3,754,807
- Contributions to retirement —RIRERHEER
benefits schemes 18,000 18,000 7,500 - - - - 18,000 61,500
Total emoluments Heug 2100000 1,260,000 150,000 100,000 100,000 100,000 100000 100000 448807 4,458,807
Notes: Bzt
(i) Mr. SUEK Chai Hong is also the chief executive of the (i) BEEELENAERNRB ZITHRE
Company and his remuneration disclosed above included HOEREXHEECHe O RIEE
those for services rendered by him as chief executive. B BITHAERFTIRERE Z & -
(ii) The emoluments of executive directors were for their services (ii) HITEFZHNIRBEEEEARAD
in connection with the management of the affairs of the AR AREBNEEIRM 2 RFEEE
Company and the Group. The emoluments of non-executive BN ITEE R B IERNITES
directors and independent non-executive directors were for ZEHENIRESEEABARRARESAN
their services as directors of the Company. R R MR-
(iii) Mr. TSE Tin Tai resigned as an independent non-executive (iii) HARBRENR—ZE—+F A —H
director of the Company on 1 June 2017. BHEARRRB U IERITES -
(iv) Ms. LUl Lai Ping, Cecily, an independent non-executive (iv) BT EERBEYL TR T
director, was retired on 9 June 2017. —tFXANBEFE-
(v) Mr. CHU Gun Pui was appointed as an independent non- (v) AEWMEER_ZT—LF XA
executive director of the Company on 23 June 2017. T =BRZERRRAE I
TES-
(vi) Mr. LAl Sai Wo, Ricky was appointed as an independent non- (vi) BEFAEER —_ZE—+EM A+
executive director of the Company on 19 April 2017. AEZTARNRARBILIFNITE
=o
(vii) Incentive performance bonuses for the year ended 31 (vii) BEE—_Z—+F+-_A=1+—81t

December 2017 were determined by the remuneration
committee and approved by the board of directors having
regard to the performance and duties of directors.

There was no arrangement under which a director or the chief
executive waived or agreed to waive any remuneration during
the year.

No emoluments were paid by the Group to the directors of the
Company as an inducement to join or upon joining the Group
or as compensation for loss of office in any of the year.

FENERRBICATI AR RFH
HEEgEE TREESHE
BERCEREENRR LB -

RAEE - EE S RITHAREN
EIRBRETMHMZ LHE-

MERBRFE  NEBBER A
RAEEXMEAME  ERINA
AREBHINBEIR 2 BRI IR ER
Lz g -
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

9.

FIVE HIGHEST PAID EMPLOYEES

Of the five individuals with the highest emoluments in the
Group, two (2016: two) were directors of the Company whose
emoluments are set out in note 8 above. The emoluments of
the remaining three (2016: three) highest paid employees who
were neither a director nor chief executive of the Company are

hEBREHES

EAEBRERSFHFALT W
F(ZE—RF WMB)R/REARF
B NEMSZHFBEHNLEX
MiFE8 - HEr =& (ZF — N F:
=R)UHARNRREFTHITHRER

as follows: ZEREGATZEMESWT

2017 2016
—E—+tF —E—R
HKS$ HK$
BT BT
Salaries and other benefits FrekEAMmER 3,439,000 2,836,500
Bonus (note) TE4L (B7a2) 162,500 11,393,101
Contributions to retirement benefits RARTE F FT B 3K

schemes 54,000 54,000
3,655,500 14,283,601

Note: Bonus was determined based on their duties and
responsibilities of the relevant individuals within the Group

and the Group’s performance.

The number of the highest paid employees who were not the
directors of the Company and whose remuneration fell within

the following bands is as follows:

Hiat: TEALTRIBEES BN ASE AR
ANEERARAEENEEEE

VHARREZZESHEEN
MeBRATNEE 2 AT

2017 2016
—E—+tF —ZE—RF
Number of Number of
employees employees
EEA™ BE AR
Nil to HK$1,000,000 £ 21,000,000/ 7T 1 -
HK$1,000,001 to HK$1,500,000 1,000,001 8 T E
1,500,000/ 7T 1 2
HK$1,500,001 to HK$2,000,000 1,500,001 T E
2,000,000/ 7T 1 -
HK$11,000,001 to HK$11,500,000 11,000,001 =
11,500,000/ 7T - 1
3 3
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

9. FIVE HIGHEST PAID EMPLOYEES (Continued) 9. TEBEEHEE (&)
No emoluments were paid by the Group to the five highest RERFE  AEBHMER LR
paid individuals as an inducement to join or upon joining the SFmATZ M EMAMENS - fEAIA
Group or as compensation for loss of office in any of the years. AEBESNBE% 2 BEhak k=B
L2 fE-
10. TAXATION 10. #HIE
2017 2016
—E—+tF —E—R
HKS$ HK$
BT BT
The taxation comprises: WAL
Hong Kong Profits Tax BEMER
Charge for the year REFZH 1,687,471 1,051,300
Underprovision in prior years BEFERETR - 50,275
1,687,471 1,101,575
PRC Enterprise Income Tax B TS H
Charge for the year REZH 5,918,521 3,452,851
7,605,992 4,554,426
Deferred tax (credit) charge RERIER IR
for the year (note 33) (| R (H1:233) (3,463,425) 8,166,061
4,142,567 12,720,487

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit for both years.

Under the Law of the PRC on Enterprise Income Tax (the "EIT
Law"”) and Implementation Regulations of the EIT Law, the tax
rate of the PRC subsidiaries is 25% for both years.

BENESHIRBEMIESE 2 A

RE(TEEEMRTRIZ)
(TCREMBEE) 1) RLAEE
FRISBURE GRS - BB
AR M EFE 2 B R H525% °
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

10. TAXATION (Continued)

The taxation for the year can be reconciled to the profit before
taxation per the consolidated statement of profit or loss and
other comprehensive income as follows:

10.

BiE (M)

FRBIE T BRA BN R MR
T A 3R 2% B R A R 4
T

2017 2016
—E—tF —E—RF
HK$ HK$
BT BT
Profit before taxation B 5% A A 52,092,464 86,724,089
Tax at the income tax rate of 16.5% RFTE R %E16.5%
(2016: 16.5%) HE 1B
ZE—RF: 16.5%) 8,595,257 14,309,475
Tax effect of expenses not deductible ~ A #1FH B 2
for tax purposes M 1,605,907 2,936,429
Tax effect of income not taxable for BARTWAZ
tax purposes MG E (10,850,045) (805,296)
Tax effect of losses/deductible KERREE
temporary differences AR EREERE 2
not recognised Bze 3,742,361 4,805,036
Underprovision in prior years BEFERBTR - 50,275
Utilisation of tax losses previously B SERIRER
not recognised W ERE (299,642) (8,363,178)
Tax effect of recognition of tax losses e BT KRR IEEIE 2
previously not recognised Mg E (329,015) (1,518,080)
Effect of different tax rates of REMBVEERGE 2
subsidiaries operating in B AR TR E
other jurisdictions A 1,455,040 1,058,306
Tax effect of share of results of DhEERAIEEZ
joint ventures ik 222,704 247,520
Taxation for the year FAIE 4,142,567 12,720,487
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

11. PROFIT FOR THE YEAR 1. REEF
2017 2016
—E—+tHF -
HKS$ HK$
BT BT
Profit for the year has been arrived at 558 2N 4 i FJ 65 2 0B
after charging (crediting): (5tA) -
Auditor’s remuneration 2 i e 1,900,000 1,800,000
Cost of inventories and record masters R ARSI Z2FE &
recognised as an expense 8 A & AR AR
(including write-down of (BREMRETE
inventories of HK$543,411 543,411 70
(2016: HK$268,039)) (Z2—R%F:
268,039 7T) ) 356,859,195 384,742,566
Depreciation of property, plant and ME BERIEITE
equipment 10,273,310 11,174,567
Less: capitalised in inventories WA ERCEFE (5.901,425) (7,456,684)
4,371,885 3,717,883
Amortisation of prepaid lease payments &1l & 7K 18 ## 4 1,031,454 718,048
Minimum lease payments in respect of WAZE, TWYEZ
office/factory premises =EH® 12,540,307 13,232,616
Staff costs including directors’ BIXRA(BREEZEIS)
emoluments
— Salaries, wages and other benefits —-H& IER
EH g A 149,899,872 171,467,227
— Contributions to retirement —RIKEFFH 83X
benefits schemes 7,416,030 9,424,545
Less: capitalised in inventories BBREAZFE (78,907,026) (87,536,315)
Total staff costs |8 TR 78,408,876 93,355,457
Research expense (included in WX
administrative expenses) (GFATTEREZA) 2,595,935 8,057,556
Bank interest income (included in HRITH B A
interest income) (FFAF BB AA) (1,339,407) (1,195,950)
Interest income on loan to an RELTAIHEERE
available-for-sale investee BHZEZRZABUA
(included in interest income) (GF AR BHA) (593,101) -
Effective interest income on loan to REL TS
an available-for-sale investee WEFZERZ
(included in interest income) BBEF B U A
(GF AR BWARA) - (795,031)
Dividend income f& 8 A
(included in other income) (GFAEMKARA) (1,518,823) (715,278)
Government grants BT 4 B
(included in other income) (GTAEAMWAR) (1,034,443) -
Gross rental income from KREWEMEZ
investment properties Hel AR (6,500,175) (1,713,770)
Less: Direct operating expenses incurred & : AN E AT S WA 2
for investment properties that KEMEZ
generated rental income BEREEERX
during the year 9,838 54,072
(6,490,337) (1,659,698)
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

12. DIVIDENDS 12.

No dividend was paid or proposed for the years ended
31 December 2017 and 2016, nor has any dividend been
proposed since the end of the reporting period.

13. EARNINGS PER SHARE 13.

The calculation of the basic earnings per share attributable
to the owners of the Company for the year is based on the
following data:

B2

BHE_ZT—tFR_FT—RF
+-_A=+—HIFERITEK
e RS - BREH
RARINE R R EMRE -

BRAER

RERRBHEBAREERER
EIZA NEURETE

2017 2016
—E—+tfF ZZE—RF
HK$ HK$
BT BT
Profit for the year attributable FEERAREF 2
to owners of the Company VINNEIEZEWN
for the purpose of calculating JEAS F s F
basic earnings per share 48,145,604 74,205,738
2017 2016
—E—+tF N
Weighted average number of ordinary st EE&REAREF
shares in issue for the purpose of nEFEE
calculating basic earnings per share BITIRER 253,639,456 220,839,784

No separate diluted earnings per share information has
been presented as there were no potential ordinary shares
outstanding in issue for both years ended 31 December 2017
and 2016.
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

14. PROPERTY, PLANT AND EQUIPMENT 14. Y% BERSZE
Furniture,
Leasehold fixtures Machinery
Construction land and Leasehold and office and Motor
in progress buildings  improvements equipment equipment vehicles Total
HELH HE  BREER
ERIR k&P VES5 BAZRE BERRE "E @
HKS HKS HKS HK$ HK$ HK$ HK$
BT BT B BT B B B
COosT RA
At 1 January 2016 RZZ-~§-Hf-AH 16,539,997 157,105,354 61,920,767 45,953,373 479,408,290 12,505,790 773,433,571
Exchange adjustments EHEE (973,860) (6,589,753) (2,275,832) (2,094,815) (3,422,967) (351,963) (15,709,190
Additions RE - - 96,600 988,755 3,609,559 2,216,479 6,911,393
Disposals HeE - - (7,400) (37,128) - - (44,528)
Written off i - - - - (24,911,998) - (24,911,998)
At 31 December 2016 RZZ-RE+ZA=1+-H 15,566,137 150,515,601 59,734,135 44,810,185 454,682,884 14,370,306 739,679,248
Exchange adjustments ERAE 517,325 6,227,410 458,744 2,607,473 4,319,768 93,866 14,224,586
Additions RE - - 2,723,408 2,595,310 7,566,385 743,494 13,628,597
Transfer i (939,066) 939,066 - - - - -
Disposals HE - - - (232,375) (3,421,091) (198,000) (3,851,466)
Disposal upon Land Swap REMERTHRLE
Transaction (15,144,39%) - - - - - (15,144,39%)
Transfer to investment properties BERENE
(note 16) (Hitis) - (10319,925) - - - - (10,319,925)
At 31 December 2017 RZE—tE+ZA=+-H - 147,362,152 62,916,287 49,780,593 463,147,946 15,009,666 738,216,644

DEPRECIATION AND IMPAIRMENT FERAE

At 1 January 2016 RZF-~5-A-B - 48,988,007 57,830,547 44387830 460,126,594 10,708976 622,041,954
Exchange adjustments EBE - (1,054,815) (944,124) (1,799,164) (1,006,235) (24,283) (4,828621)
Provided for the year RERE - 2,555,403 2,366,380 875,945 4,384,690 992,149 11,174,567
Eliminated on disposals HERYE - - (3,083) (14,736) - - (17,819)
Eliminated on written-off MR - - - - (24,911,998) - (24,911,998)
At 31 December 2016 RZF-~E+=A=1—H - 50,488,595 59,249,720 43449875 438,593,051 11,676,842 603,458,083
Exchange adjustments EEE - 1,604,089 326,130 1347137 1,177,746 41,285 4,496,387
Provided for the year rEHRE - 3,870,437 1,050,513 1,061,033 3,289,682 1,001,645 10,273,310
Eliminated on disposals hE R - - - (207,582) (3,421,091) (198,000) (3,826,673)
Transfer to investment properties BARENE

(note 16) (Hiitie) - (1,596,909) - - - - (1,596,909)
At 31 December 2017 RZF—tF+ZA=1-AH - 54,366,212 60,626,363 45650463 439,639,388 12,501,772 612,804,198
CARRYING VALUES REE
At 31 December 2017 RZF—tF+-A=+—H - 92,995,940 2,289,924 4,130,130 23,508,558 2,487,804 125,412,446
At 31 December 2016 RZF-AF+-A=+-AH 15,566,137 100,027,006 484,415 1,360,310 16,089,833 2693464 136,221,165
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

14. PROPERTY, PLANT AND EQUIPMENT
(Continued)

The above items of property, plant and equipment, other than
construction in progress, are depreciated on a straight-line
basis at the following rates per annum:

Leasehold land and buildings ~ Over the shorter of the lease

bt - s MEREERE (12
TAERRON) 2 FrETIRBIA T F X
REBEAE:

ME+ K BEHRL R 5302505

terms or 30 — 50 years Bx (ABEEREE)
Leasehold improvements 12.5% - 20% ?ﬁ%%%%ﬂ% 12.5% - 20%
Furniture, fixtures and office 10% — 25% R £ 10% - 25%
equipment BAE “ﬁ
Machinery and equipment 10% — 25% %%ﬁ&‘“ﬁ 10% - 25%
Motor vehicles 25% - 33'% RE 25% - 33 5%
2017 2016
—E—+tEF —E-RF
HK$ HK$
BT BT
The carrying values of leasehold FHEEL W EEF Y
land and buildings shown above FEHERE:
comprise:
Leasehold land and buildings in UREEzHE
Hong Kong T RIEF 11,174,918 11,597,045
Buildings in the PRC AR ZIEF 81,242,738 88,429,961
92,417,656 100,027,006

Property, plant and equipment with an aggregate carrying
value of HK$11,174,918 (2016: HK$11,597,045) has been
pledged to banks to secure general banking facilities granted
to the Group and obligations under finance leases.

At 31 December 2017, the carrying values of motor vehicles
included an amount of HK$370,885 (2016: HK$548,910) in
respect of assets held under finance leases.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

15. PREPAID LEASE PAYMENTS 15. EMNHEERE
2017 2016
—ZE—+tfF ZE—RF
HK$ HK$
BT BT
The Group's prepaid lease REEZEMNEE
payments comprise: R
Leasehold land in the PRC AR E 2 HE i 64,789,408 29,433,639
Analysed for reporting purposes as: MBEREINA:
Current asset mENE B 1,345,094 665,931
Non-current asset ERBEE 63,444,314 28,767,708
64,789,408 29,433,639
During the year ended 31 December 2017, the Group has an REBEZ_ZE—+tF+_A=+—
addition to prepaid lease payments as a result of Land Swap AIEFE AEBERTHERRIS
Transaction with details in note 6. (FIBRKIEe) MEBEININENHE
FRIE e
The carrying amount of the leasehold land is charged HETH 7 EEEDIEESEERN
to consolidated statement of profit or loss and other FpHOBNEREaER MEM
comprehensive income on a straight-line basis over the 2HE WA BRI -

remaining term of the leases.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

16. INVESTMENT PROPERTIES

16. REYHE

HK$
BT
At 1 January 2016 R-ZE—R"F—H—H 76,365,000
Acquired through acquisition of RS —E BN B (Hit36)
a subsidiary (note 36) 113,129,400
Fair value change recognised to RIEHERZ A FEEE
profit or loss 630,600
At 31 December 2016 R-E—RF+T-_A=+—H 190,125,000
Transfer from property, plant and EREME BEREB
equipment 18,094,881
Fair value change recognised RiERERZ AT EZES
in profit or loss 20,273,024
Exchange adjustments ME 3, 8 672,974
At 31 December 2017 R-T—+F+-A=+—H 229,165,879
Unrealised gain on property revaluation &R EMEZRA
included in other gains and losses RNERYFE S
— for the year ended —BE_ZE—+HF+_A=T-RLEFE
31 December 2017 20,273,024
— for the year ended —“HEZ-RETZA=1T—RHILEFE
31 December 2016 630,600
During the year ended 31 December 2017, the use of certain NEZ2-_E—+Ft+_H=+—

premises of the Group have been changed from owner-
occupation to leasing out for rental income. The buildings
with carrying amount of HK$8,723,016 are transferred from
property, plant and equipment to investment properties
at the date of the end of owner-occupation. Upon the
commencement of the lease, the fair value of the building was
HK$18,094,881 and the difference of HK$9,371,865 between
the carrying amount and the fair value of the buildings is
recognised in other comprehensive income and accumulated in

“properties valuation reserve”.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

16.

INVESTMENT PROPERTIES (Continued)

The fair value of investment properties has been arrived at on
the basis of valuations carried out by Peak Vision Appraisals
Limited and Citiland Surveyors Limited for properties located
in Hong Kong as at 31 December 2017 and 2016 respectively
and b RN & E RV AR & £ R 7 for properties located
in the PRC at date of transfer and as at 31 December 2017.
They are independent qualified professional valuers not related
to the Group.

Investment properties with fair value of HK$110,165,879
(2016: HK$78,125,000) as at 31 December 2017 was
determined based on the direct comparison approach
assuming sale of each of these properties in existing state
and by making reference to comparable sales transactions as
available in the relevant market and adjusted for differences in
the nature and location.

Investment properties with fair value of HK$119,000,000
(2016: HK$112,000,000) as at 31 December 2017 was
determined based on the income capitalisation approach,
where the market rentals of all lettable units of the properties
are assessed and discounted at the market yield expected by
investors for this type of properties. The market rentals are
assessed based on estimates of future cash flows, supported
by the terms of existing lease and the market rentals of the
similar properties in the neighbourhood. The capitalisation rate
is determined by reference to the yields derived from analysing
the sales transactions of similar properties and adjusted to take
into account the market expectation from property investors to
reflect factors specific to the Group’s investment properties.

In estimating the fair value of the investment properties, the
highest and best use of the properties is their current use.
At the end of the reporting period, the chief financial officer
works closely with the qualified external valuers to establish
the appropriate valuation techniques and inputs into the
model. Where there is a material change in the fair value of
the assets, the causes of the fluctuations will be reported to
management of the Group.

There were no transfers into or out of Level 3 during the year.

16.

BREW= (&)

A WEATEDRERBRTHE
IR B R K 15 ) & AR 17 A 2 7
BENMENBR-F—LFR
—T—AF+ZA=+—BHE
BT T 80 fi (B R db T &
BT A IR AE 2 R BLAL I AR B
MPERBREABR T —LF
T A=+ AmEEMETY
fEEGH - ZB AR ARAEE
YEBEOB LA BEEEMEE
B <

RZE—+F+ZA=+—HZ
NF{EA110,165,8798 T (=&
— N4 178,125,000/ 7T ) 2 18 &
YMEDIEEELEAET  EF &
REEWMERBRLE  TEL2ZE
M LA A B ERIEE
RHGUEBMEERMEZREH
T o

R-_E—t+tF+-_A=+—H2Z
N F1E A119,000,0008 T (==
— 754 112,000,000 7T) 2 &
BEYETIRWABERCEETE @ AT
EYENHEEMATEESR
BRI EEHZEANYENTEERD
S R TRE R ALIR - TEM
EREBERARRERETABETT
- W LAIRF SR TR T 3T 48
LENTERSEER - EANL
ENBDESMBUMEHER S
SHNBEEEE UWEERYE
CEENMISTERETHAE Uk
MAEERENENBERZ -

REFRENEZATFER A
EYEzsRSARERENRE
BRI - NMEHR MHARE
AN A ERGEMEES
EE R BOHERMEEAEN
ZHE - MEEN A FELRER
2E) BRaAKEEEEBERND
FY R o

FA-BES=AANEAREL -
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

. N T o
16. INVESTMENT PROPERTIES (Continued) 16. REWE (&F)
Information about fair value measurements using FHERAUEEGAZE 2
significant unobservable inputs NEEFEZER
The following table shows the valuation techniques used in TRIWRETIEMENTLERN
the determination of fair values for investment properties and FREERMNTEEHEERENFETE
unobservable inputs used in the valuation models. A2 T &R A g o
Inter relationship between
significant unobservable
Fairvalue  Valuation Significant Range of significant inputs and fair value
Description Fair value as at hierarchy techniques unobservable inputs unobservable inputs measurement
) EXFUBRBAYESE
B AYE AYERE  fRERE EXFURRBARE EXFURRRAREEE  ATEHEZEORERE
31 December 31 December
2017 2016 2017 2016
W=B-t§ HIZ% “B-tF Z2RE
t=A=t-B fzA=+-H
HKS HKS
BT BT
Industrial properties 92,195,000 78,125,000 Level 3 Direct comparison (i) Based on market HK$2,845 to HK$2,398t0  The higher the market price,
in Fanling, approach observable transactions HK$3,795 per HK$3,297 per the higher the fair value.
Hong Kong of comparable square feet square feet
‘ ) N properties ) _ -
REANEZIENZ 92,195,000 7815000 E=5 EEEE () BETxENZzHSE  8FAR EYAR mERE ATEAR:
EEESE 2805 1% 2398812
3795% 7 32973
(i) Level adjustments 0% to 4% 0% to 3% The lower the level adjustment,
the higher the fair value.
(i) HRHIEE 0%Z4% 0%Z£3% RAARRE ATEAR.
(iii) - Location adjustments 0% to 4% 0% to 5% The lower the location
adjustment, the higher the
fair value -
(ii) frERE 0%%4% 0%Z5% fIERBAE ATERR-
Properties in the PRC 17,970,879 - Lewel3 Direct comparison (i) Based on market RMBB4661t0 - The higher the market price,
approach observable transactions RMB85,752 the higher the fair value
of comparable per square
) N properties meter N -
RSk ES 17,970,879 - RZRA ERMEE () BETxENEZTE  SEHK - mERE ATEAG:
TEERS AR 84,6617
z
ARH#85,7527
(i) Level adjustments 0% to 1% - The lower the level adjustment,
the higher the fair value.
(i) REHB 0%Z1% - REARRE ATEAR.
(iii) - Location adjustments 0% to 1% - The lower the location
adjustment, the higher the
fair value
(i) frE@% 0%Z1% - fIEREAE ATEAR.
Commercial properties 119,000,000 112,000,000  Level 3 Income captialisation (i) Capitalisation rate 4% 4% The lower the capitalisation
in Yuen Long, approach taking into account the rate, the higher the fair
Hong Kong capitalisation of rental value.
B ) income g)tentia\ ‘ ) i B
REETHCERNZ 119,000,000 112,000000 Z=#3 LUN-v.N (% 0 Exkx GAEERE 4% 4% B EE ATEAR.
WARERL)
(i) Market rent HK$40 to HK$33 to The higher the market price,
HK$76 per HK$70 per the higher the fair value.
) square feet square feet o B
(i) m5HE AL YR mEds ATERE.
WNETE BETE
167 1057
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Notes to the Consolidated Financial Statements

e MR EmR M

For the year ended 31 December 2017

EF

16.

17.

—E—tFtZH=F—HIFFE

INVESTMENT PROPERTIES (Continued)

The Group's investment properties are located in Hong Kong
and the PRC. All of the Group's property interests held under
operating leases to earn rentals or for capital appreciation
purposes are measured using the fair value model and are
classified and accounted for as investment properties.

As at 31 December 2017, investment properties with
aggregate carrying value of HK$211,195,000 (2016:
HK$190,125,000) were pledged to banks to secure bank
borrowings as stated in note 31 and general banking facilities
granted to the Group.

DEPOSITS FOR LAND USE RIGHTS

The deposits as at 31 December 2016 were paid for land use
rights situated in the PRC to the Qingyuan government. The
completion of the purchases was pending for receiving the
land use right certificates. As such, the amounts paid for the
land use rights were recorded as deposits as at 31 December
2016.

During the year ended 31 December 2017, the Group entered
into a Land Swap Transaction in exchange of the deposits for
land use rights, details of which are set out in note 6.

16.

17.
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Z—MIRITEECER

T fE AR &
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For the year ended 31 December 2017
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18. AVAILABLE-FOR-SALE INVESTMENTS/ 18. AHHERE TE£EH
DERIVATIVE FINANCIAL INSTRUMENT TH
Available-for-sale investments AHEERE
2017 2016
—E—+tHF —E—RF
HK$ HK$
BT BT
Available-for-sale investments comprise: ] {ft &% & 6 3%
Club membership Bas 3,403,700 3,403,700
Unlisted equity securities established — F AR EIAK AL
in the PRC measured at fair value BAFEREZ
(note |) JEETRARE
(Hiazi) 14,192,719 14,142,889
Unlisted equity securities established ~— RFFBIR LR ANTE 2
in the PRC measured at cost (note i)  3F R E
(Hiazii) 12,007,685 11,163,206
Unlisted equity securities established R & & /BIMNR AL
in Hong Kong and overseas BT EZ
measured at cost (note i) JE E AR AEE
(H7azii) 9,459,163 13,025,232
39,063,267 41,735,027
Analysed for reporting purposes as: RMERAEONTA:
Current asset MEEE 14,192,719 -
Non-current asset EMEBEE 24,870,548 41,735,027
39,063,267 41,735,027
Notes: Biat -
(i) On 27 February 2013, the Group signed a capital injection (i) RZEBE—=%F_A=-++H K&

agreement with shareholders of Yinghua, which are all
independent third parties, to inject RMB10,000,000 in
Yinghua, representing approximately 16.67% equity interest
of the enlarged paid-in capital of Yinghua. On the same
day, the Group signed a loan agreement with Yinghua that
the Group, granted an unsecured, interest-free loan of
RMB30,000,000 (“Yinghua Shareholder’s Loan”) to Yinghua.
Yinghua is principally engaged in the property development in
the PRC.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

18.

AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

Available-for-sale investments (Continued)

Notes: (Continued)

@

(ii)

(Continued)

The investment in Yinghua and the related derivative financial
instrument (as stated below) are measured at fair value as
at 31 December 2017 and 2016. Details of the fair value
measurement of this investment are disclosed in note 43 and
the fair value measurement of derivative financial instrument is
disclosed below.

As at 31 December 2017, the Group has investments in six
(2016: six) unlisted equity securities issued by private entities
which were held for an identified long term strategic purpose.
The available-for-sale investments are measured at cost less
impairment at the end of the reporting period because the
ranges of reasonable fair value estimates are so significant that
the directors of the Company are of the opinion that their fair
values cannot be measured reliably.

During the year ended 31 December 2017, there was an
additional investment of HK$3,114,400 in an unlisted equity
security established in overseas. Also, the Group subscribed
for 8.27% of the total issued share capital of an unlisted
equity issued by a private entity incorporated in Hong Kong,
which is principally engaged in E-sports business at a cash
consideration of HK$391,500.

On 5 May 2017, the Group disposed of an investment in an
unlisted equity security established in Hong Kong through
disposal of a subsidiary as disclosed in note 37.

18. JHEHEERE TESH
TH(#E)

AHEERE (F)

Wt

@)

(ii)

(%)

(%)

REEEEREBITESRTA
(T XFa) IREDRR T
—tFRZE-RFTZA=1—
AZRAFENFE-FHULEREA
FEFEZFHIBEMT43EE M
PTESMIAZ A TFEFEREDN
—Fo

BE_Z—tHF+-_A=+—H
b ARERERBHMATRET
MRNE(ZE-RNFRA)FLE
MEAE S WA FEHMRI RS
RS A o B RE TR A
HBREARZRESE RAR
SEATEGBEBEEAKR ©AR
AIEERR/EQFENER ST

=
E-°

REBE-ZT—tF+-A=+—
RIEFE - B—IBHESINZH
IEETMRAEHTEZ BIMNEE
3,114,400 C - A E B AR €
R (E391,50078 SR —E R BB
MR A B BTEITRIIEL
AR I TR A BRE 28.27%
RERBTIENETEFRBHEB-

R-Z—tFRARH AEEE
BHE—HNBRARHE —ARNE
BRI LTRARZNRE
(RITEI7PIHER) ©
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ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

18. AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

Available-for-sale investments (Continued)

Notes: (Continued)
(i) (Continued)

During the year ended 31 December 2016, full impairment
loss of HK$5,581,603 was recognised on an investment in a
company incorporated in the PRC which engaged in providing
020 leather products maintenance services as the available-
for-sale investee determined to suspend the operations as a
result of continuous losses of its business and poor market
response.

During the year ended 31 December 2016, there was
an additional investment in an unlisted equity securities
established in Hong Kong of HK$6,160,095 as the directors
of the Company waived the shareholder’s loan with the same
balance for long term strategic purpose. There is no change on
the shareholding over the available-for-sale investments upon
the waiver of the loan.

Derivative financial instrument

Further to the capital injection to Yinghua as stated above,
the Group signed a put option agreement with the major
shareholder of Yinghua, pursuant to which the Group has
the right to dispose of the Group's entire equity interest in
Yinghua through the disposal of an indirect wholly-owned
subsidiary which held the equity interest over Yinghua and
the outstanding balance of Yinghua Shareholder’s Loan at
a consideration of the higher of RMB52,000,000 or amount
equal to 16.67% of the performance target or where the
performance target is not available, the consideration shall be
deemed to be RMB52,000,000, in each case, less the repaid
amount of the Yinghua Shareholder’s Loan and the dividends
received by the Group during the period from commencing
from the date of put option deed and ending on the agreed
cut-off date (the “Cut-off Date”). The performance target
is based on cumulative sales proceeds accrued by Yinghua
in respect of a specific real estate project during the period
from 27 February 2013 up to and including the Cut-off Date
to be audited by an independent auditor jointly appointed by
the Group and the major shareholder. The put option can be
exercised within 6 months from 27 February 2016.
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Notes to the Consolidated Financial Statements

ma

B IS ER R B

For the year ended 31 December 2017

BE—F—+tF+-_A=1T—HIFE
18. AVAILABLE-FOR-SALE INVESTMENTS/

DERIVATIVE FINANCIAL INSTRUMENT
(Continued)
Derivative financial instrument (Continued)

On 26 February 2016, the Group entered into a supplemental
put option deed with the major shareholder of Yinghua and
agreed as follows:

1. the Cut-off Date of the performance target was
deferred from 26 February 2016 to 31 December 2016;
and

2. the exercisable period of the put option has amended

to a period within 6 months from 1 January 2017.

The carrying amount of put option at 31 December 2016 was
measured at fair value. As the maturity of the put option was
30 June 2017, the fair value of derivative financial instrument
is classified as current asset for reporting purposes. Black-
Scholes option pricing model is used and the following
assumptions were used to calculate the fair value of the put
option as at 31 December 2016.

RMB12,669,000
RMB22,000,000

Equity value

Exercise price (note a)
Expected life of options 6 months
Expected volatility (note b) 26.263%
Expected dividend yield 0%
Risk-free rate 2.85%

The Black-Scholes option pricing model requires the
assumptions, including the volatility of share price. The
changes in subjective input assumptions can materially affect
the fair value estimate.

Notes:

(a) The exercise price was based on RMB52,000,000 less the
Yinghua Shareholder’s Loan of RMB30,000,000 at the date
of completion as the exercise price is deemed to include a
guarantee for the full repayment of the Yinghua Shareholder’s
Loan.

18.
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54
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A=TRHIH REEmMS  ITE
g—:nﬂlﬂﬁﬁ ﬁfﬁ XEEJUIb@Jé
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TRETER R AT E-

E=EE AR #12,669,0007T
1TEE (fia)  AR22,000,0007T
TEHH T N8 A
BERE (Kb ) 26.263%
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For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

18.

AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

Derivative financial instrument (Continued)

Notes: (Continued)

(b) The expected volatility of the put option was based on the
historical daily share price movements of a set of comparable
companies over a historical period of 0.712 year.

On 30 June 2017, the Group entered into a second
supplemental put option deed pursuant to which the expiry
date of the option period is extended to 31 July 2017.

On 24 July 2017, the Group served the exercise notice to
the major shareholder of Yinghua to dispose of the Group's
entire equity interest in an indirect wholly-owned subsidiary
which held 16.67% equity interest in Yinghua. During the
year ended 31 December 2017, Yinghua has repaid Yinghua
Shareholder’s Loan of RMB30,000,000 and the put option
consideration is fixed at RMB22,000,000 as 16.67% of
the performance target is less than RMB52,000,000 and
the Group did not receive any dividend from Yinghua. The
completion of the disposal is subject to the full settlement of
option consideration which shall take place on or before 10
January 2018. On 10 January 2018, the Group and the major
shareholder of Yinghua agreed in writing to extend the date of
completion to on or before 31 May 2018 (or such other date
as may be agreed by both parties in writing).

As at 31 December 2017, the Group had an obligation to
dispose of the indirect wholly-owned subsidiary which held
16.67% equity interest in Yinghua in cash in the future.
Such forward contract is considered as derivative financial
instruments in accordance with HKAS 39 and measured at
fair value. Forward contract is calculated on a discounted
cash flow approach on agreed price of disposal of the indirect
wholly-owned subsidiary which held 16.67% equity interest in
Yinghua with a discount rate of 25.73%.
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Notes to the Consolidated Financial Statements

ARE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—AULFE

19.

LOAN TO AN AVAILABLE-FOR-SALE INVESTEE

Loan to an available-for-sale investee represented loan granted
to Yinghua as at 31 December 2016. Other than capital
injection to Yinghua as stated in note 18(i) on 27 February
2013, the Group signed a loan agreement with Yinghua
that the Group granted an unsecured interest-free Yinghua
Shareholder’s Loan to Yinghua, with effective interest rate of
10% per annum.

On 26 February 2016, the Group entered into a supplemental
shareholder’s loan agreement with Yinghua pursuant to which
the maturity period of the Yinghua Shareholder’s Loan is
extending from 19 March 2016 to 31 December 2016. During
the year ended 31 December 2016, Yinghua partially repaid
RMB2,000,000 (equivalent to HK$2,332,090) to the Group.

On 29 December 2016, the Group entered into a second
supplemental shareholder’s loan agreement with Yinghua
pursuant to which the repayment date of the Yinghua
Shareholder’s Loan is extended from 31 December 2016 to 30
June 2017.

On 30 June 2017, the Group entered into the third
supplemental shareholder’s loan agreement pursuant to
which the repayment date of the Yinghua Shareholder’s Loan
is extended to 30 November 2017. In addition, the Yinghua
Shareholder’s Loan bore interest rate of 15% per annum from
1 July 2017.

During the year ended 31 December 2017, Yinghua
Shareholder’s Loan was fully repaid.

19.
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For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

20.

LOANS TO JOINT VENTURES/INTERESTS IN

JOINT VENTURES

2017 2016
—E—+tF ZE—RF
HKS$ HK$
BT BT
Costs of investments in unlisted RIEEMEERTFZ
joint ventures B 16 16
Share of post-acquisition profit and FEME BB 18R I 2
other comprehensive income H 2 M A 421,252 424,631
421,268 424,647
Loan to Reliance Partner Limited #5 T Reliance Partner
(note i) Limited.z B3k (H77Ei) 3,874,009 3,864,955
Loan to Estate Summit Limited 45 F Estate Summit Limited
(“Estate Summit”) (note ij) ([Estate Summit ) >
SR (K ati) 12,554,385 10,549,667
Share of post-acquisition losses and EREREER
other comprehensive expense HE 2 (4,411,177) (3,064,836)
Impairment loss recognised (note i) BRERRMAERE (ML) (8,143,208) (5,268,340)
3,874,009 6,081,446
Less: Amount repayable within one BB EERT
year shown under current asset HAR—FA
BEZ®HE (3.874,009) (3,864,955)
AR —FRIERZ SR - 2,216,491

Amount repayable after one year
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Notes to the Consolidated Financial Statements

e MR EmR M

For the year ended 31 December 2017

BE _FE—+F+_HA=1—HIFEF
20. LOANS TO JOINT VENTURES/INTERESTS IN 20. RTFEERTAZER R
JOINT VENTURES (Continued) REQTRzEDE (&)
Notes: M et
(i) Loan to Reliance Partner Limited is classified as current assets (i) RWZE—+tF+-_A=+—H %
as the directors of the Company consider that the loan will be T Reliance Partner leltedem
repaid within twelve months as at 31 December 2017. ENEARBEE  REARAA
EERABHMERBR+ @A W
g
(if) Loan to Estate Summit is considered as a net investment, (ii) 4 FEstate SummitZ B R
the Group has recognised its share of loss of Estate Summit EERE RZE—LEFR=
in excess of the cost of investment against its loan as at —RETZA=+—H &&% EIE
31 December 2017 and 2016. Due to the continuous loss RE 915 2 Estate SummitEs 18
incurred by Estate Summit, the directors of the Company BREREERNKRER R -HR
assessed the recoverable amount of the loan to Estate Summit Estate SummitiZ & $7 15 E518 - AR
taking into consideration the estimated future cash flows and A& BB FH 4 TEstate Summit
timing of such cash flows discounted at its original effective BERzAIReE 2R EREM
interest rate. During the year ended 31 December 2017, an ARKEERERZEHEENE
impairment loss of HK$2,874,868 (2016: HK$5,268,340) has REREERFEER R - &
been recognised. The loan as at 31 December 2017 and 2016 —tF+=ZA=+—H1E
had no fixed repayment term and it was not expected to be FE BHERRERE2,874,868
repayable within twelve months. Bt (ZF — /5% :5,268,340/8
L) RIE—tEFER_T—XRF
TZA=+—H ZERTEETE
EFHES BEBTeR T Z@AR
B
As at 31 December 2017 and 2016, the Group had interests in Bz Z—+EN_FT—RHF
the following joint ventures: +=—A=+—H $§€<@FQU\—F
ER-WNGIE ¥ T/Eé fl
Proportion of
Form of Principal nominal value of
business Country place of Class of issued capital Proportion of
Name of entity structure of incorporation operation share held held by the Group voting power held Principal activities
f1 52 £BERIR EMAELER ITEEHY FERHEN E%zi;gg&ﬂ FrsRERLA ITER
2017 2016 2017 2016
ZE-tE CI-RE ZB-tE CI-5E
% % % %
Reliance Partner Limited! Incorporated Anguilla Hong Kong Ordinary 50 50 50 50 Investment holding
LA REN Bk il REBR
Estate Summit Incorporated British Virgin Islands ~~ Hong Kong Ordinary 50 50 50 50 Office leasing and property
("BVI") investment in Hong Kong
A ARENES Bk LER %%%ﬁfmﬂiﬁ%&
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For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

20. LOANS TO JOINT VENTURES/INTERESTS IN
JOINT VENTURES (Continued)

Summarised financial information of material joint
venture

Summarised financial information in respect of the Group’s
material joint venture is set out below. The summarised
financial information below represents amounts shown in the
joint venture’s financial statements prepared in accordance

20.

%%%QjZEFA/EA
é%’AEZEﬁ (#&)
AZHBERBE

AEBERGERAZUBER

MEHIIIT - AT B E R E

&H%EiﬁéM ARRE B M
BELRAGRIVBEREATE

with HKFRSs. &E °
The joint ventures are accounted for using the equity method R FHRETBREAN  ZEFEE
in these consolidated financial statements. NEVTHEREREEAR
Estate Summit Estate Summit
2017 2016
—E—+tHF —E—REF
HKS$ HK$
BT BT
Non-current assets ERBEE 2,011,912 3,040,649
Current assets mENE E 2,775,721 2,011,637
Current liabilities mENa & (13,609,986) (11,181,957)
Net liabilities AEFE (8,822,353) (6,129,671)
The above amounts of assets and liabilities include the MEENBESBEERETIE
following: IEi :
2017 2016
—E—tHF —E-REF
HKS$ HK$
BT BT
Cash and cash equivalents RWeMBReEE 1,577,157 727,659
Current financial liabilities (excluding mETRAsE
trade and other payables and (TEREESR
provisions) H b fE T I8 R ) (12,554,385) (10,549,667)
Income A 3,666,478 3,851,567
Loss for the year FEEIE (2,692,682) (2,993,732)

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§



Notes to the Consolidated Financial Statements

e MR EmR M

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

20. LOANS TO JOINT VENTURES/INTERESTS IN
JOINT VENTURES (Continued)

Summarised financial information of material joint
venture (Continued)

Estate Summit (Continued)

The above loss for the year includes the following:

20.

=
REERFA M BERBE

Estate Summit (&)
FHlARFEBESENATIER

2017 2016
—E—+tF ZE-RX
HK$ HK$
BT BT
Depreciation and amortisation I8 I 8 1,195,017 1,139,875

Reconciliation of the above summarised financial information
to the carrying amount of the interest in Estate Summit:

it B 7% & B B B P Estate
SummitiE & 2 BRE B ¥ 5R ¢

2017 2016
—E—+tF —E-

HKS$ HK$

BT BT

Net liabilities of Estate Summit Estate Summit& (& FE (8,822,353) (6,129,671)
Proportion of the Group's ownership N2 [E # Estate SummitZ

interest in Estate Summit W R 50% 50%
Carrying amount of the Group'’s NEE B Estate SummitZ

interest in Estate Summit Rz 2 BREE (4,411,177) (3,064,836)
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For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

20. LOANS TO JOINT VENTURES/INTERESTS IN 20. HFEERTAZER K
JOINT VENTURES (Continued) EENTZER (&)
Aggregate information of joint venture that is not BREFREXRZEE AFEG
individually material =g

2017 2016
—=— —TE—RF
HK$ HK$
BT BT
The Group's share of loss NEBEGLBE 3,379 3,253
21. INVENTORIES AND RECORD MASTERS 21. FEREREE

2017 2016
—g—t% —E-RE
HK$ HKS
BT BT

Inventories: FE:
Raw materials =M 14,539,020 6,631,998
Work in progress & m 3,216,232 4,078,569
Finished goods EIRK mm 23,113,765 22,419,544
40,869,017 33,130,111
Record masters BA 1,682,914 2,210,381
42,551,931 35,340,492

During the year ended 31 December 2017, there was an
impairment of certain finished goods due to damages. As a
result, a write-down of HK$543,411 (2016: HK$268,039) has
been recognised and included in cost of sales in the current
year.
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

22,

PROPERTIES UNDER DEVELOPMENT FOR
SALE

A

ak
I

ZRPY=

S

HK$
BT
Carrying amount at RZZE—R"E—HA—BAEEE
1 January 2016 44,882,520
Exchange differences W =% (2,572,727)
Carrying amount at RZE-RE+A=+—B®RHEE
31 December 2016 42,309,793
Exchange differences MEH ZH 3,041,923
Carrying amount at R-ZB—tF+-A=+—HHNEHEE
31 December 2017 45,351,716

The properties under development for sale of the Group are
situated on the land located in the PRC.

The properties under development for sale are developed on
the land in the PRC owned by JEERMH/EFHEREER
2|} ("Zhongging”), a non-wholly-owned subsidiary of the
Company. On 18 June 2014, FITHEHRLEREER
‘A 7A] (“Zhongxing Guosheng”), a wholly-owned subsidiary
of the Company and the immediate holding company of
Zhongging, initiated civil proceedings against Zhongging in
the FYITE LR ARER (the “People’s Court of Baoan
District”) for the repayment of the shareholder’s loan owing to
Zhongxing Guosheng of RMB23,479,330. On 19 June 2014,
pursuant to an application made by Zhongxing Guosheng to
freeze and preserve assets of Zhongging in the total value of
RMB23,400,000, an order was granted by the People’s Court
of Baoan District to freeze and preserve the lands owned by
Zhongqging during the period from 24 June 2014 to 23 June
2016 (the "“Freeze Order”).

AEBZFEZERTORURNT
Bz 3 o

FERERTPWERBBEMAE
EHERZEAERAR ([F/EF] K
NEIZIEREWBRAR) AR
Bzt FBEE - R T —PUEN
AT N\HB FIm E2EREKER
BERRA ([FE2BFE]  AQF
Z2EEMB AR NPBEZHEE
KRR MEELERFERK 2K
HE R AR®23,479,3307T A )#
ImELZRARER (BLEA
RZEBR B BERHREFRR
R-ZE—mWENA+NBE EE
PEREEBRENREFEREE
HA * AR #23,400,0007T 2 &
E BTBRAREIRES R_Z
—mEASAZTEOBE _ZT— X
FERA-T=BHERE MNRTE
mSEEA i ([FEES]) o
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

22,

23.

PROPERTIES UNDER DEVELOPMENT FOR 22. HEBREDYE (EA)
SALE (Continued)
On 15 October 2014, the Group received the civil mediation R-ZE—NNFE+A+HHA K&
document (R EFIEE ) dated 30 September 2014 issued by BWEHELZRARERAEH
the People’s Court of Baoan District that (i) both Zhongging ABA-_ZT—NFLA=+THZ
and the Group confirmed the shareholder’s loan was in REFAMEE R AT E RAK
sum of RMB23,479,330; (ii) Zhongging agreed to repay to EFEYUERBREETAARE
Zhongxing Guosheng the sum of RMB23,479,330 together 23,479,3307C: (iR BERER
with the interests accrued from 18 June 2014 until the date REFBEEEHHEHAEZISK (B
of repayment within 15 days after the effective date of the —E—NFE+A+HB)ARFTE
civil mediation document (i.e. 15 October 2014); and (i) if B (EE AR¥23,479,3307T * &
Zhongging fails to repay the amount stated in (i) in full on FHZZE—NF A+ \BER
time, the Group has the right to request Zhongging to pay EBZAEBIEZ: 2R B KRG
default interests calculated at two times of the lending rate of SR ER 2 HEEGFEZ
the People’s Bank of China over the same period. A B AREBEARERPFL
EAMNE - 28Ty irRF—HFEH
ARRITEBENER METH -
On 27 May 2016, the Group received the assistance execution RZE—XRFRA-+tH 'K
notice (BT AIZE ) issued by the People’s Court of ERWIHELYR AR LRI
Baoan District to freeze and preserve the land owned by BBBEITRAE  UR=ZEF—X
Zhongqing during the period from 13 June 2016 to 12 June FRAT=RE=ZE—NLF <A
2019 (the “Updated Freeze Order”). +-HEERERREFEREER
M ([EFRES]) ©
At the date of this report, the shareholder’s loan has not yet AARREBE  PEHMAEERE
been settled by Zhongqing. In the opinion of the directors of B - RAREERE  BIRE
the Company, the Updated Freeze Order is for the purpose SEGREREEB Z#ZEF  BIR
of securing the Group's rights and to ensure that Zhongging REEEERNEERNTERKE
has sufficient assets to repay the shareholder’s loan to BREER -EHIt AARIEER
the Zhongxing Guosheng. Therefore, the directors of the BiEERRFYENLIREE K
Company considered there is no impairment on both the HFE o F 2 B X a] LA AP 7t
properties under development for sale and the shareholder’s EEREERELNBS  ABHE
loan. Zhongxing Guosheng can withdraw the court order for BELZEAREZBMAEOE TR
the repayment of the shareholder’s loan and then release S 2B IESIRE
the Updated Freeze Order from the People’s Court of Baoan BBRARPSES T FeyiE2E
District at any time and Zhongxing Guosheng remains in N BB AT RE S E HRAS
control over Zhongqing as its operation other than the SHIRE
construction on the land owned by Zhongqing is not affected
by the Freeze Order or the Updated Freeze Order.
HELD-FOR-TRADING INVESTMENTS 23. HFIFEHERE
2017 2016
—E—tF NS
HK$ HK$
BT T
Equity securities listed in Hong Kong &8 L m R AEH 107,374,656 132,247,356
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Notes to the Consolidated Financial Statements
GEMBREME

For the year ended 31 December 2017
Br—FE—ftFF+-_A=+—HIFF

24. TRADE AND OTHER RECEIVABLES, 24.
PREPAYMENTS AND DEPOSITS

The Group's credit terms on Manufacturing and Sales Business
and Trading Business generally range from 60 to 90 days.
A longer period is granted to a few customers with whom
the Group has a good business relationship and which are
in sound financial condition. The Group allows an average
credit period of 60 to 90 days to its customers of Music and
Entertainment Business. The following is an ageing analysis
of the trade receivables net of allowance for doubtful debts
presented based on the invoice date at the end of the

BZ RHEHMBWIER BN
RIBURET &

REB 7RENNEEEBLE
SF % 2 EEHR —% A60£90
He DEERAREEE R T EBBER
BEMBRAART 2 EFPAZAR
RZ2EEHR - AEEFTELR
BB VEEHRYEE A
60290H - A N AR HEHRIR
BREAHZENNE 5 ERFIA
(EMBRRERE) KRR

reporting period.

2017 2016
—E—tF —FE—-K
HKS$ HK$
BT BT
Manufacturing and Sales Business and &% K $5 6 %75 &
Trading Business: BHER:
0 — 30 days 0% 30H 68,616,555 103,298,949
31 - 60 days 31%260H 36,088,683 14,440,858
61 — 90 days 61%£90H 17,694,689 12,186,438
Over 90 days FB#@90H 26,024,733 7,041,536
148,424,660 136,967,781
Music and Entertainment Business: BN IRSEE TR
0 — 30 days 0% 30H 2,093,211 1,290,956
31 - 60 days 31%60H 932,720 355,138
61 - 90 days 61%90H 144,096 210,747
Over 90 days B iEm90H 527,702 1,212,033
3,697,729 3,068,874
Total trade receivables B S EWGRIEAEE 152,122,389 140,036,655
Deposits with brokers’ houses LRITTFER 23,277,909 16,065,842
Deposits, prepayments and HERS A5
other receivables H {th B U kIR 24,766,584 19,845,341
200,166,882 175,947,838
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

24,

TRADE AND OTHER RECEIVABLES,
PREPAYMENTS AND DEPOSITS (Continued)

Trade receivables of approximately HK$1,951,000 (2016:
HK$1,705,000) and HK$171,000 (2016: nil) were
denominated in United States dollars (“USD"”) and RMB
respectively, the currencies other than the functional currency
of the respective group entities.

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines credit limits by
customer. Credit limits attributable to customers are reviewed
regularly. Approximately 83% (2016: 94%) of trade receivables
that are neither past due nor impaired have the best credit
quality. These customers have no default of payment in the
past and have good credit rating attributable under the credit
review procedures used by the Group, including profitability,
liquidity, financial leverage and operational performance
quality of the counterparties.

The Group has a policy for allowance of bad and doubtful
debts which is based on the evaluation of collectibility and
ageing analysis of accounts and on management'’s judgement
including the creditworthiness and the past collection history
of each client.

Included in the Group’s trade receivables are debtors with
aggregate carrying amount of HK$26,552,435 (2016:
HK$8,253,569), which are past due at the end of the reporting
period for which the Group has not provided for impairment
loss as there has not been a significant change in credit quality
of the trade receivables and the amounts are still considered
recoverable. The Group does not hold any collateral over these
balances. The average age of these receivables is 138 days
(2016: 135 days).
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B RHMEBWIER BN
REUART € (&)

B B491,951,0008 7T (Z T — <
£ 11,705,000 7T) K& 171,000/
T(ZE—RNF:T)2EBH5EIK
REDRIAET ([ET]) AR
B EBM  ZEEBWIERAIEE

ERZYREER-

AEBEZBERAELA - S5t
HEBEEPZEEERRAE
FPREFERB -BEF ZEERRE
SHETFHER - £983% (ZF—R
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SRBFAEEREFEE R
ZEEPBENER ARG AR
AEEFAEERNEF (BEY
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BRREERRER) FEBRTE
B

RE BB RE RS E K
R BEDRBEHRENRDEZ
AERREROTUARERE ZH
B (BREBREFPZEEBTEER
RS ER) MR

AEB2EFRERWRKREF B
BR A 42%826,552,4358 0 (=&
— N 18,253,569/ 1) 2 FE U
B ZERWHIERRESRRE
EHY BAREE I EFILIRERE
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2017

EF

24,

—E—tF+ZHA=F—HIFFE

TRADE AND OTHER RECEIVABLES,
PREPAYMENTS AND DEPOSITS (Continued)

Ageing of trade receivables which are past due but

B RHMEBWIER BN
REUART € (&)

C 8 8B R E 2 B 5 FE WK

not impaired 18 2 R
2017 2016
—E—+F —E—RF
HK$ HK$
BT BT
Manufacturing and Sales Business and ~ ®/i& & 5 & %5 &
Trading Business: BHER:
91 - 180 days 91%180H 24,682,737 7,041,536
181 - 365 days 1812365H 1,341,996 -
Music and Entertainment Business: FE IR RS
91 — 180 days 912 180H - 1,212,033
181 — 365 days 1812365H 527,702 -
Total #Er 26,552,435 8,253,569
Movement in the allowance for doubtful debts RERBE2E T
2017 2016
—E—+tF ZE-R
HK$ HK$
BT BT
Balance at beginning of the year FHLER 4,336,405 3,115,975
Impairment losses recognised 8 LUK TE R
on receivables VEREY R 1,268,862 1,826,092
Impairment losses reversed BB R (2,419,030) (110,559)
Written off as uncollectible AN B U (2] 6 (124,951) (410,182)
Exchange realignment PE 5% 65,785 (84,921)
Balance at end of the year FRE R 3,127,071 4,336,405
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

24,

25.

TRADE AND OTHER RECEIVABLES, 24. EZRHEHMEBEWRIE AN
PREPAYMENTS AND DEPOSITS (Continued) KBRS (&)
Movement in the allowance for doubtful debts RREBE2EE (&)
(Continued)
Included in the allowance for doubtful debts are individually IEBRERENEESLS NG
impaired trade receivables with an aggregate balance of BEEEEMSERZEZER S
approximately HK$3,127,000 (2016: HK$1,360,000) which BESEWIIE &6 E8a5
have been in severe financial difficulties in repaying their 3,127,000 . (& — N &F:
outstanding balances. The Group does not hold any collateral 1,360,00078 7T ) ° AN & & I £ 5t
over these balances. ZEEBRFTEEMERM-
In determining the recoverability of a trade receivable, the CETESERZELS A YE
Group considers any change in the credit quality of the trade B AEEZERVBREEEE
receivable from the date credit was initially granted up to the HEZHESRILEPRE  EEE 5
end of the reporting period. The trade receivables past due but FEWHRIBEZEEE 2T &S -
not provided for as at the end of the reporting period were REREHIRE @ HEiB I M 2
either subsequently settled or no historical default of payments B EWHREVIEREEE SE
was noted by the respective customers. The concentration of FEERFPBAEVEE RS
credit risk is limited due to the customer base being large and HIB-ARBEEHEALRER ZMHE
unrelated. The directors of the Company believe that there is ENEE EERBZEFTIRE
no further credit provision required in excess of the allowance BR - NRARESHEEZHEELR
for doubtful debts. HREBE CBEIMEERE-
LOANS RECEIVABLE 25. BEWER

2017 2016

—E—t&F ZE—RF

HKS$ HK$

BT BT
Fixed-rate loans receivable U EBSER 31,055,801 36,785,343

The loans receivable has contractual maturity dated within one
year as at 31 December 2017 and 2016.

The Group has policy for allowance of bad and doubtful
debts which is based on the evaluation of recoverability and
ageing analysis of accounts and on management'’s judgment,
including the current creditworthiness and collaterals.
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

25.

26.

LOANS RECEIVABLE (Continued)

In determining the recoverability of the loans receivable, the
Group considers any change in the credit quality of the loans
receivable from the date credit was initially granted up to the
end of the reporting period. Accordingly, the directors of the
Company believe that there is no credit provision required.
There is no loans receivables which were past due but not
impaired at the end of the reporting period for which the
Group believes that the amounts are considered recoverable as
the creditworthiness and collaterals are satisfactory.

The average interest rate for the fixed-rate loans receivable
was ranging from 5% to 46% (2016: 8% to 26%) per
annum.

The loans receivable as at 31 December 2017 and 2016 is
secured by properties located in Hong Kong. The fair values of
these properties are higher than the carrying amounts of the
respective loans receivable.

AMOUNT DUE FROM A RELATED COMPANY

Dr. SUEK Chai Kit, Christopher (“Dr. SUEK"), who can exercise
significant influence over the Company, is one of the ultimate
owners of the related company and is the father of Mr.
SUEK Ka Lun, Ernie, who is a director of the Company. The
Group's credit term of 30 days has been granted to the related
company.

The following is an ageing analysis of the amount due from a
related company presented based on the invoice date at the
end of the reporting period.

25.

26.

EWER (&)
REEE R E R 2 AR 1R - R

SEEZREEEEAREBHE
BEPRERUEREEERZME

Mg FHt ARBIEFHEH
AIEHEEEE - RS HRL &
EAHEN EREEBEER.
REAREENMEARTARE A
AEER/ZFTeRENRE-

FEEBRRERZ FHERNEN T
5%%246% (ZZE—XF:8%%
26% ) °

RZE—+tFR_T—RF+=
A=+—8 BUEREHURE
EMEELIET - ZEWENR
FERIEEERERDERES

& °

EW—=XEERRE
AIHARRRIITEERATE N 2B
EAE L ([EEL]) AZEERD
R ER—ZHREZER A WAK
NEBEBEZBEENRE - A&
BEHLTHEEAREZEE
Hy o

AT ARBEMRBREEZAN
2 2EE—KBEERBFALZ
BREC DT o

2017 2016
—E—+F —ZE—RF

HK$ HK$

BT BT

0 - 30 days 0Z30H 336,397 465,188
31 - 60 days 31%E60H 230,000 250,000
61 — 90 days 61%290H 208,000 160,000
91 — 180 days 91%180H 302,630 355,463
Over 180 days HiB180H 233,429 250,895
1,310,456 1,481,546
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

26. AMOUNT DUE FROM A RELATED COMPANY

(Continued)

Included in the amount due from a related company with
an aggregate carrying amount of HK$974,059 (2016:
HK$1,016,358), which are past due at the end of the reporting
period for which the Group has not provided for impairment
loss as the amounts are subsequently settled. The Group does
not hold any collateral over these balances. The average age of

these receivables is 133 days (2016: 137 days).

Ageing of amount due from a related company

which are past due but not impaired

26.

e — REAE R BKRIEA
(%)

JEW —REAE N RIRIEFR B
BRE 42 %8974,059/8 7T (—F— <
#:1,016,358B L) RSB R
B BEAEBWER IR
BEEEREZTE RESEER
HEREBE AEETERZE
EariE A TR G o SRR
B2 FHEREA1338 (ZE—X
fF:137H) o

€ 8 1B SR {E 2 B — =X
B & D B FIE 2 Rl

2017 2016
Bt —E—XEF

HK$ HK$

BT BT

31 - 60 days 31ZE60H 230,000 250,000
61 — 90 days 61290H 208,000 160,000
91 — 180 days 91E180H 302,630 355,463
Over 180 days #238180H 233,429 250,895
Total BET 974,059 1,016,358

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§



Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

27.

SHORT-TERM BANK DEPOSITS/CASH AND
CASH EQUIVALENTS

Short-term bank deposits and cash and cash equivalents
comprise cash held by the Group and bank deposits
with an original maturity of three months or less. Bank
balances and short-term bank deposits of approximately
HK$26,435,000 (2016: HK$28,804,000), HK$10,002,000
(2016: HK$46,891,000), HK$549,000 (2016: HK$566,000)
and HK$669,000 (2016: HK$1,530,000) were denominated in
USD, HK$, Euro (“EURQ") and RMB respectively, the currencies
other than the functional currency of the respective group
entities.

Furthermore, included in the short-term bank deposits and
cash and cash equivalents are amounts denominated in RMB
of approximately HK$193,582,000 (2016: HK$107,842,000),
which are not freely convertible into other currencies.

The bank balances and short-term bank deposits carry interest
rates with a range from 0.1% to 2.5% (2016: 0.1% to 2.5%)
per annum.

27.

BHRITER RER
Be%E

RERTFER - Be U KBS E
BRERASEFFRe KREEA
BZREAKA T ZIRITER > BEX
#926,435,00087C ( —ZF— /N F :
28,804,000/ 7T ) * 10,002,000/
T (= Z — X% :46,891,000/8
JC) 549,000 T (ZF—RF:
566,000/ 7T ) 5&669,000/% 7T ( —
T — /X% 1,530,000 7T) 2 R
THEHEEBRITERD RIAE
oA BT (TB)) AR
BETHE BERAEESIEEREERE
B2MEEK -

N BERITER CBREUAR
e SEBHE#193,582,000/8 7T
—F— ;X4 107,842,000 7T )
IARBAEZFRIE  ZERIEAR
AERLBAEMEE-

RITHEB N EBRITERIZER
BENF01%E2.5% (ZF — %
F:01%E2.5% )T 20
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

28. TRADE AND OTHER PAYABLES AND
ACCRUALS

The following is an ageing analysis of trade payables presented
based on the invoice date at the end of the reporting period.

28.

BEZRHMENREUAR
FEsT IR

ATARHERRREZZBH
2028 5 RN FRIARE DT

2017 2016

—EB—tF ZE—RF

HK$ HK$

BT BT

0 — 30 days 0£30H 47,258,847 25,187,136
31 - 60 days 312604 6,512,279 16,436,033
61 — 90 days 61290H 2,064,705 6,869,131
Over 90 days #8390 H 1,901,104 2,408,527
57,736,935 50,900,827

Accrued expenses and other payables &5t 59 5% F2 H b jE 1< 5018 44,501,716 48,294,939
102,238,651 99,195,766

The credit period ranges from 90 days to 120 days. The Group
has financial risk management policies in place to ensure that
all payables are within the credit timeframe.

Trade payables of approximately HK$3,984,000 (2016:
HK$3,704,000) and HK$727,000 (2016: Nil) were
denominated in RMB and USD respectively, the currencies
other than the functional currency of the respective group
entities, as at 31 December 2017.

Rental deposit received of HK$1,110,000 in respect of the
non-cancellable operating leases with a related party as
disclosed in note 38 is included in other payables as at 31
December 2017.
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

29. AMOUNT DUE TO A NON-CONTROLLING 29.

SHAREHOLDER OF A SUBSIDIARY

The amount is unsecured, interest-free and repayable on

BN —MEBAR—&F*
2R B RRIE
HERERBER S8 RARE

demand. SKEE o
30. AMOUNT DUE TO A RELATED COMPANY 30. Bt —xREAEQTINRIE
2017 2016
—E—+tF —E-RF
HKS$ HK$
BT BT
Carrying amount that is repayable: FEEIERT(E -
— within one year ——FNRA 903,191 11,536,034
— over one year but less — BB —FELRME
than two years 51,804 42,908
— over two years but less —HBBMEEIREF
than five years 149,412 156,677
— over five years —HBBRF 178,930 223,355
1,283,337 11,958,974
Less: Amount due for settlement B — FEREIHEE R
within one year (shown (RRBaEET
under current liabilities) FR) (903,191) (11,536,034)
Amount due for settlement —F &R HEERE
after one year 380,146 422,940

The amount is unsecured and fixed-interest bearing at a
range from 18% to 20% per annum (2016: 12% to 30%
per annum). The related company is controlled by Dr. SUEK,
the father of Mr. SUEK Ka Lun, Ernie, who is a director of the
Company.

ZERASEEM  REEFN X

N F18%ZE20%

—E-RF

12%ZE30% )51 8 » ZBEE R EH
ARREFERBEENREE

B sl -
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

31. BANK BORROWINGS RITEE
2017 2016
—E—t& ZE—RF
HKS$ HK$
BT BT
Secured bank borrowings BEMETEE 59,892,800 61,343,200
The carrying amount of bank BEREREEKRZ
borrowings (shown under RITEEZEREE
current liabilities) contains (RnBBa‘ET
a repayment on demand clause: Bl
— Within one year ——FR 36,449,600 36,449,600
— Within a period of more than — iR —FETER
one year, but not exceeding GEEIEID
two years 1,449,600 1,449,600
— Within a period of more than — BB F A ER
two years, but not exceeding AEMEHRA
five years 21,993,600 4,348,800
— Within a period of more than —BRAFNEER
five years - 19,095,200
59,892,800 61,343,200
Less: Amount due within one year BRREBBEERET
shown under current liabilities R —F A
3 HAFRIE (59,892,800) (61,343,200)

Amount due after one year —F1& B HAFUIE

Details of the pledged assets for the secured bank borrowings
are disclosed in notes 14 and 16.

The secured bank borrowings carry interest at Hong Kong
Interbank Offered Rate ("HIBOR") plus 1.85% to 2.5% (2016:
1.85% to 2.5%) per annum.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

32.

OBLIGATIONS UNDER FINANCE LEASES 32. MEHESRE
2017 2016
—E—+F ZE—RF
HKS$ HK$
BT BT
Analysis for reporting purposes as: MEHRARELZ DT
Current liabilities iE RN 182,179 236,890
Non-current liabilities FEmBBEE = 182,179
182,179 419,069
Present value of
Minimum lease payments minimum lease payments
BEHRENH BREENNBRE
2017 2016 2017 2016
“E-tF ZT—R% “E-tF ZE-RE
HK$ HK$ HK$ HK$
BT B BT BT
Amounts payable under BMEMERMNRIE:
finance leases:
Within one year —FR 184,329 245,772 182,179 236,890
More than one year but not HBiA—FE
exceeding two years BB F - 184,329 - 182,179
184,329 430,101 182,179 419,069
Less: Future finance charges W RRAERY (2,150) (11,032) = -
Present value of lease obligations HEEMRE 182,179 419,069 182,179 419,069
Less: Amounts due from settlement 35l : —FNE|HIEEFE
within one year (shown as (RABHBEBETIITR)
current liabilities) (182,179) (236,890)
Amounts due for settlement —FRIEEESE
after one year - 182,179
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

32.

33.

OBLIGATIONS UNDER FINANCE LEASES 32. BMEHESE(E)
(Continued)
The Company leases certain of its motor vehicles under finance RNAFIRERMEHEHRHEES T
leases. The lease term was 3 years. The borrowing rate was HEH-HAEBA=F - RN_ZF—+
2.8% per annum (2016: 2.8% per annum) as at 31 December F+_A=+—HHEEEF
2017. Interest rate was fixed at the contract date. The lease KE28% (ZE—RF:FH=E
was on a fixed repayment basis and no arrangement was 2.8%) - MERERBWE-HE
entered into for contingent rental payments. ThABIEEFRAER - WARB A
ME T RET L& HE -
DEFERRED TAXATION 33. EZEHIE
The following are the major deferred tax liabilities (asset) UTERAFERBEFERR
recognised and movements thereon during the current year ZFERILEFREAE (BE)UAR
and prior years: HE
Change in
fair value of
Accelerated held-for-
tax Tax trading
depreciation losses investments Others Total
BEEE
miE RE
BEmE BEEE ATESF Hity @t
HK$ HK$ HK$ HK$ HK$
BT BT BT BT BT
(Note)
(Hit)
At 1 January 2016 RZET— ¥—A—H 3,83789% (161,096) - - 3,676,799
(Credit) charge to profit or loss (BA)EAFER
for the year (943,301)  (3,518,080) 12,627,442 - 8,166,061
At 31 December 2016 RZE—RF
+-A=+—-H 2,894,594 (3,679,176) 12,627,442 - 11,842,860
Charge (credit) to profit or loss ne (BA)AFER
for the year 534,153 (1,909,511)  (2,088,067) - (3,463,425)
Charge to other comprehensive MERFEMBREBA
income for the year - - - 2,342,966 2,342,966
At 31 December 2017 R-ZE—+#F
+=ZB=t+-H 3,428,747 (5,588,687) 10,539,375 2,342,966 10,722,401
Note: The deferred tax liabilities are arising from the revaluation of Bl BEMBAGINETFYENAS

investment properties upon change of use of certain premises
from owner-occupation to leasing out for rental income.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

33.

DEFERRED TAXATION (Continued)

At the end of the reporting period, the Group has estimated
unused tax losses of approximately HK$203,011,000 (2016:
HK$170,573,000) available to offset against future profits.
A deferred tax asset has been recognised in respect of
approximately HK$33,871,000 (2016: HK$22,298,000) of
the tax losses. No deferred tax asset has been recognised in
respect of the remaining tax losses of HK$169,140,000 (2016:
HK$148,275,000) due to the unpredictability of future profit
streams. Included in unused tax losses of HK$23,531,000
(2016: HK$22,903,000) that can be carried forward for five
years from the year in which the losses arose. Other losses may
be carried forward indefinitely.

Under the EIT Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by the PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable
to retained profits of the PRC subsidiaries amounting to
approximately HK$53,533,000 (2016: HK$17,526,000) as
the Group is able to control the timing of the reversal of the
temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future.

33.

EERE (])

REEER NEETHEHER
Hom A 2 Bt R B AR BB L
£203,011,0008 0 (Z & — X
£ :170,573,000870) - AEBE
A 433,871,000 T (=&
— N4 122,298,000/ 7T ) 7 B FE
E BB IEEE - BREEA
FERI R IR TR E - M B H
4 7% B5#8169,140,00058 T (=&
— 7N 4F 1 148,275,000 7T ) #E R
BEXEMIBEE -G AREARIE
E54823,531,0008 70 (=& — X
4 122,903,000 7C)  BREEE
AHEEEAFEREERF-
HibsiEn EB G-

RIEPBECEMESHRE PEK
BRrAEIMBA-_ZEENFE—A—H
FRBRE 208 A Tk 2 BB BB
TEFORR o A HA A 52 [ AT 422 451 A B B
BAR R e EE Z GEE
5 RO A=A AR
RERA] R G R BB - iR R AR S
B 7% ¥R 2% A Bt #953,533,000/%8 7T
—FE—XF:17,526,0005% 7T )
2R ERBEHIRE R IEE#E-
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2017

BE—F—+F+-_A=1+—HIFE
34. SHARE CAPITAL 34. BR&
Number of shares HK$
BRHEE BT
Authorised: JETE ¢
Ordinary shares of HK$0.05 RZE—XF—H—H
each at 1 January 2016 SR MAE.0SB T
TER 10,000,000,000 500,000,000
Share consolidation (note (i)@)) f&1n & Bt (KaE0)E)) (9,000,000,000) -
Share sub-division (note (i)(c)) 1D o 3% (B71EE30)(C)) 49,000,000,000 -
Ordinary shares of HK$0.01 each at ZE-RERZEZ—LF
31 December 2016 and 2017 +—-—A=+—8H
HFREE0.01B T
T 50,000,000,000 500,000,000
Issued and fully paid: BEITRERE:
Ordinary shares of HK$0.05 RZE—R"F—H—H
each at 1 January 2016 HQETE0.0SJ%T_EZ
EERibe 2,113,694,560 105,684,728
Share consolidation (note (i)@)) HXTV\G? (HaE0)(a)) (1,902,325,104) -

Capital reduction (note (i)(b))
Issue of placing shares

B A BIR (H7ZE()b))
BITEMEEC.0NET

(103,571,033)

of HK$0.01 each (note ii) 2B EWRD (Bati) 42,270,000 422,700
Ordinary shares of HK$0.01 RIZE-—RERZZ—LF
each at 31 December 2016 +-—A=+—H
and 2017 FIEE0.01E T
L m R 253,639,456 2,536,395
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

34. SHARE CAPITAL (Continued)

Notes:

@

At a special general meeting of the Company held on 1 April
2016, a special resolution was passed by the shareholders of
the Company on capital reorganisation which was effective on
5 April 2016 whereby:

(a)

every ten issued and unissued shares of par value
of HK$0.05 each had been consolidated into one
consolidated share of par value of HK$0.50;

the par value of each of the then issued consolidated
shares of the Company had been reduced from
HK$0.50 to HK$0.01 by cancelling the paid-up capital
of the Company to the extent of HK$0.49 on each of
the then issued consolidated shares; and

each of the then authorised but unissued consolidated
shares of par value of HK$0.50 each was sub-divided
into 50 ordinary shares of par value of HK$0.01 each.

On 11 October 2016, 42,270,000 new ordinary shares of the
Company of HK$0.01 each were issued to independent third
parties by a placing price of HK$0.47 per share.

34,

R (&)

Wit

@)

(ii)

MRZZ2—RFNA-ARTHAR
AR RIRE £ AR BRIRE
B—IEAERABENE IR
EOAEYMAHR-E-RENAR
SR 3

(a) F10R G RMEE0.05% T
ZEBITRABEITRNE
Bt B1IREE0 0B T ZA
BERR 1D

(0 EBEHEEDETAH
B2 AR AEARES
BRO 497 T 15 B 5 K 20
AR B4 G RG 2HE
120 508 T HI M E &
BRO.0T T B

©  BEESREHESE
ZEEERBITA GRS
51t 5508 5 B E 80,01
B2 B

RZZB—A"FTA+—R REE
EFR0.47 BT ABLH =T %17
42,270,000 A5 A 7] 43 1 I {20.01
ABILZ ¥ B
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

35.

SHARE OPTION SCHEME

On 13 February 2014, a share option scheme (the “Share
Option Scheme”) was approved by shareholders of the
Company and adopted by the Company. The Share Option
Scheme will remain in force for a period of 10 years
commenced on the date on which the Share Option Scheme is
adopted.

The purpose of the Share Option Scheme is to enable the
Company to grant options to eligible participants as incentives
or rewards for their contribution 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 invested entity.

Under the Share Option Scheme, the directors of the Company
may grant options to eligible employees, including directors of
the Company and its subsidiaries, to subscribe for shares of the
Company. Additionally, the Company may, from time to time,
grant share options to other eligible participants. Details of the
share option scheme are disclosed in the directors’ report of
this annual report.

No share options have been granted since the adoption of the
Share Option Scheme.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

36. ACQUISITION OF A SUBSIDIARY 36. WEE—ZXMERQT
On 30 November 2016, the Group acquired investment RN-_E—-—RNFE+—A=+H "«
properties through the acquisition of the 100% equity SEFE AR K (E87,165,828
interest in Supreme Cycle Inc. (“Supreme Cycle”) from a BT —FKBEAR (R—EE
related company which is wholly-owned by the trustee of a BEEANSYEATEES ME:
discretionary trust of which the immediate family member(s) of EMAEENEREB AZIET
Mr. SUEK Ka Lun, Ernie, is/are one of the discretionary objects, BB ¥ R ) W B Supreme Cycle
at cash consideration of HK$87,165,828. Supreme Cycle is Inc. ([Supreme Cycle ]) 2 100%
engaged in property investment in Hong Kong. fR ARz ENS IR E W% © Supreme
CycleXxZREBAENREMEREE
7_]"% o
Assets acquired and liabilities recognised at the date of NIKE BB WEEENDER
acquisition are as follows: aEWMT:
HK$
BT
Investment properties KEME 113,129,400
Trade and other receivables B 5 K E b e FRIE 864,592
Cash and cash equivalents BehRes 1,716,037
Trade and other payables and accruals B 5 N H b fE A RUE A K BT FRIE (2,080,201)
Bank borrowings RITIEE (26,464,000)
87,165,828
HK$
BT
Net cash outflow arising on acquisition: WHEEER ML F5:
Cash consideration BeRE 87,165,828
Less: Cash and cash equivalents acquired B EESReMREEE (1,716,037)
85,449,791
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

37. DISPOSAL OF A SUBSIDIARY 37. HE—FRHEATA
On 5 May 2017, Dream Class Limited, a wholly-owned RZZE—+tFHRARB AEEHH
subsidiary of the Group, entered into a sale and purchase 2 &WMIE A " Dream Class Limited
agreement with a related company which is wholly-owned BH—xEE N T (H—IE2EET
by the trustee of a discretionary trust of which the immediate NSEALEBES M=t E
family member(s) of Mr. SUEK, Ka Lun, Ernie, is/are one of the MERBAEAZETENNBEYER)
discretionary objects, to dispose of the entire equity interest T —EBEEHE URSAE
in Power Rank International Limited (“Power Rank”) at a cash 2,340,0005% 7t i & 7 Power Rank
consideration of HK$2,340,000. The disposal was completed International Limited ([Power
on the same date. The net assets of Power Rank and its Rank J) #) & B A% N #E 25 o 5% JE
subsidiaries on the date of disposal were as follows: £ 2 AR H 5B ° Power Rank %
EWNBARINEHEBAHNEETF
BT :
HK$
BT
Net assets disposed of: HECEEFE:
Available-for-sale investments AHEERE 7,071,969
Other receivables H b e W FRIE 1,652,477
Other payables H b e FR0E (987,606)
7,736,840
Loss on disposal of a subsidiary: HE—RMBARZEE:
Cash consideration ReRE 2,340,000
Net assets disposed of HEZEEFEAE (7,736,840)
(5,396,840)
Net cash inflow arising on disposal: PEEECRERAFE:
Cash consideration BeRE 2,340,000
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Notes to the Consolidated Financial Statements

e MR ER M

For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

37. DISPOSAL OF A SUBSIDIARY (Continued) 37.

The results of Power Rank for the period from 1 January 2017
to 5 May 2017, which have been included in the consolidated
statement of profit or loss and other comprehensive income,

HE—XKWEBQR (&)

Power RankiA —ZE—+F— A —
HEe_ZE—+FRARBILHM
MEE (Bt AR EEREMS

were as follows: ERAREKF)WAT -
HKS$
BT
Loss from the operation of Power Rank and 7K B 48 & Power Rank &
its subsidiaries HIfBARMEIR -
Loss on disposal of Power Rank tH & Power Rankfy &5 18
(included in other gains and losses) (BrAH A U zs R & 18) (5,396,840)
(5,396,840)

During the year ended 31 December 2017, Power Rank and its
subsidiaries did not contribute any operating cash flows to the
Group.

REBEE-_ZE—+tF+=_A=1+—
B IF 5 E  Power Rank & KB A
AIVEAAEE 2 EEHRERE
ERAT(A BB -
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

38. LEASE COMMITMENTS

The Group as lessee

At the end of the reporting period, the Group has
commitments for future minimum lease payments under non-
cancellable operating leases in respect of premises which fall
due as follows:

38.

HERIE
AEEEREBA

RBERR REBERYEZ A
RS HER AT B 2 84K
2 R AR & IR AHE

2017 2016

—E—+tHF —E-REF

HK$ HK$

BT BT

Within one year —F R 8,125,712 8,831,587
In the second to fifth year inclusive FZEERFNR

(BIEEREMF) 8,905,282 13,408,747

Over five years H@RF 40,351,389 40,665,482

57,382,383 62,905,816

Operating lease payments represent rentals payable by the
Group for factory premises and staff quarters in the PRC.
Leases for factory premises and staff quarters are negotiated
for terms of one to fifty years. Rentals are fixed for one to fifty
years.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

38.

39.

LEASE COMMITMENTS (Continued) 38. HERIE (&)
The Group as lessor AEBEREEAA
All of the Group's properties held for rental purposes have NEFEMRMAEZELRRE ZWE
committed tenants for the next one to three years. At the end MAR—ZEZ=FHEHEZEHE ¥
of the reporting period, the Group has contracted with tenants WERK AEBHEBLEIL
for the future minimum lease payments under non-cancellable CBEMEZ AT RESCEHER
operating leases in respect of rented premises which fall due as T 5| EAfE B ER U B 2 R SR KA
follows: EIE:
2017 2016
—E—+tF —E-REF
HK$ HK$
BT BT
Within one year —F K 7,693,931 6,008,200
In the second to fifth year inclusive E_EERFNR
(BREEREMSF) 1,294,300 5,653,300
8,988,231 11,661,500
At the end of the reporting period, the Group has contracted RARERAR AEE D H—F
with a related party of HK$5,550,000 (2016: HK$9,990,000) FEATHRARFERBAENR
for the future minimum lease payments. 5,550,000 ;0 (Z & — N &
9,990,000/ 7T ) 7T 49 °
CAPITAL COMMITMENTS 39. BEAXREIE
2017 2016
—Z—+tfF NS
HK$ HK$
BT BT
Capital expenditure contracted for but LA N &EE 5418 K&
not provided in the consolidated fRa B Rk P IR
financial statements in respect of: BBz EXMAL:
— acquisition of property, plant and —EmE BB &
equipment B 7,799,676 1,948,897
— prepaid lease payments in the PRC —RPREZENEE
A - 11,719,833
7,799,676 13,668,730
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

40.

RETIREMENT BENEFITS SCHEMES

The Group operates a defined contribution retirement benefits
scheme (“ORSO Scheme”) for certain qualifying employees
in Hong Kong. The assets of the ORSO Scheme are held
separately from those of the Group in funds under the control
of the trustee. Contributions to the ORSO Scheme are at rates
specified in the rules of the ORSO Scheme. Where there are
employees who leave the ORSO Scheme prior to vesting in full
in the contributions, the contributions payable by the Group
are reduced by the amount of forfeited contributions.

With effect from 1 December 2000, the Group has also joined
a mandatory provident fund scheme (“MPF Scheme”) for its
employees in Hong Kong. The MPF Scheme is registered with
the Mandatory Provident Fund Scheme Authority under the
Mandatory Provident Fund Scheme Ordinance. The assets
of the MPF Scheme are held separately from those of the
Group in funds under the control of an independent trustee.
Under the MPF Scheme, the employer and its employees are
each required to make contributions to the MPF Scheme at
rates specified in the rules. The only obligation of the Group
with respect to the MPF Scheme is to make the required
contributions. Except for voluntary contribution, no forfeited
contribution under the MPF Scheme is available to reduce the
contribution payable in future years.

The retirement benefits schemes contributions arising
from the ORSO Scheme and the MPF Scheme charged
to the consolidated statement of profit or loss and other
comprehensive income represent contributions payable to
the funds by the Group at rates specified in the rules of the
schemes.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

40.

RETIREMENT BENEFITS SCHEMES
(Continued)

For the retirement benefits of the Group’s qualifying
employees in the PRC, the Group has participated in the
retirement benefits scheme operated by the local municipal
government of Shenzhen. The Group is required to contribute
a specified percentage of their payroll costs to the scheme to
fund the benefits. The employees are entitled to retirement
pension calculated with reference to their basic salaries on
retirement and their length of services in accordance with
the relevant government regulations. The only obligation of
the Group with respect to the scheme is to pay the ongoing
required contributions under the scheme. Contributions to the
scheme are charged to the consolidated statement of profit or
loss and other comprehensive income as they become payable
in accordance with the rules of the scheme.

At 31 December 2017 and 2016, there were no significant
forfeited contributions which arose upon employees leaving
the schemes before they are fully vested in the contributions
and which are available to reduce the contributions payable by
the Group in the future.

The total expenses recognised in profit or loss of
HK$7,416,030 (2016: HK$9,424,545) represent contributions
payable to these plans by the Group at rates specified in the
rules of the plans.

40.

RIKEFEE (&)

ERAGEHETEZAERESR
ZIRRAERN T AEBEE 208
AR TT BT & 2 3R AR AE R
A8l - NREEARBRE B F K
RZIETE B DR A
REMEHRES - RIBBERFH
5] 18 B Al Z B IR IR 2 B ANH
& MR F T E 2 RIREH -
AEEB@EZAEZE—BER
FEFELTEREFD 2 K-
AT BIE R 2 e R IRIBZ
R 2 RAIEAES R BE R
Hi 2 m A RRK A -

RZBE—+tFR_F—ARF+=
A=Z+—8 #BERESENHIRSE
HEBARNZEE MmN
A0 AT A A FOOR AN 5 B 2 R AR B 4
B ZEBARUMAE TR

REZABROAZIBER
7,416,030 L (& — /N F:
9,424 5458 L) E A K B IR % E
FTERTEFIHCERENENZ

K
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Notes to the Consolidated Financial Statements

RE BRI

For the year ended 31 December 2017
BE_F—+F1+_H=1—HIFE

41. RELATED PARTY TRANSACTIONS

(a) Save as disclosed in elsewhere of the consolidated
financial statements, the Group had entered into

41. BEAEIXRS

(a) KERAMBHRRE I PT
?)EZ BEIN KE IEEF@Z!S

significant transactions between related parties and AfE AT RIEA
subsidiaries of the Company as follows: THEKRKLS:
2017 2016
—E—+tF —E-RF
HKS$ HK$
BT BT

Licensed fee income (note 1) BB A (A1) 2,040,000 1,690,000

Sales of goods (hote 1) HEEm (M) 18,010 44,640

Rental income (note 1) MW (K1) 4,440,000 370,000

Office rental expenses (note 1) WAEMR & (M:E1) 360,000 360,000

Finance costs (note 2) BB KA (B7at2) 778,046 3,064,918

Notes: Biat -

(1) The transactions were carried out with Neway Karaoke (1) RER S Ty E R EEE
Box Limited and its subsidiaries which are controlled il 2 Neway Karoake Box
by Dr. SUEK . Limited } E [ff B 2 7] #

7o

(2) The transaction was carried out with a related ) ggz%)ygﬁggﬁ@gig |

company which is controlled by Dr. SUEK. ZFE 1T
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

41.

42,

RELATED PARTY TRANSACTIONS (Continued) 41. BEALXRS (&)
(b) Compensation of key management personnel (b) TEEEAES ZHM
The remuneration of directors and other members of UTAESRAEMTIEEE
key management during the year was as follows: ANERFRNZ FHO:
2017 2016
—E—tF —E-RK
HKS$ HK$
BT BT
Short-term benefits %2 BAtE A 10,320,630 8,378,403
Post-employment benefits BEER 2 B T 167,990 164,760
10,488,620 8,543,163
The remuneration of directors and key executives is BEENTEEITHAE ZE
determined by the remuneration committee having ThEFHMEE R ER AL
regard to the performance of individuals and market CERIBETMGEBAEF-
trends.
CAPITAL RISK MANAGEMENT 42. EXEBERE

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to owners through the optimisation of
the debt and equity balance.

The capital structure of the Group consists of debt, which
includes amount due to a related company, bank borrowings
and obligations under finance leases disclosed in notes 30,
31 and 32, respectively, net of cash and cash equivalents and
equity attributable to owners of the Company, comprising
issued capital and reserves.

The management of the Group reviews the capital structure on
a continuous basis taking into account the cost of capital and
the risk associated with the capital. The Group will balance its
overall capital structure through new share issues, repurchase
of shares and the issue of new debt or the redemption of the
existing debt.

The Group's overall strategy remains unchanged from prior
year.
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

43. FINANCIAL INSTRUMENTS

43. €@ T A

Categories of financial instruments EMIBEZER
2017 2016
—E—tHF —E—R
HK$ HK$
BT BT
Financial assets TEEE
Loans and receivables (including cash & 7k & JiE Ug 71 18
and cash equivalents) (BHER2K
Be&%EE) 528,654,206 469,580,667
Held-for-trading investments BIEEENRE 107,374,656 132,247,356
Available-for-sale investments A ERE 39,063,267 41,735,027
Derivative financial instrument MTESRIA 7,851,180 10,416,328
Financial liabilities TRAE
Amortised cost BHROR 170,884,016 181,236,495

Financial risk management objectives and policies

The Group’s major financial instruments include loans to
an available-for-sale investee and joint ventures, derivative
financial instrument, available-for-sale investments, held-for-
trading investments, trade and other receivables and deposits,
loans receivable, amount due from a related company, short-
term bank deposits, cash and cash equivalents, trade and
other payables and accruals, amount due to a non-controlling
shareholder of a subsidiary, bank borrowings and amount due
to a related company. Details of these financial instruments are
disclosed in respective notes. The risks associated with these
financial instruments include market risk (interest rate risk,
currency risk and price risk), credit risk and liquidity risk and
the policies on how to mitigate these risks are set out below.
The directors of the Company manage and monitor these
exposures to ensure appropriate measures are implemented on
a timely and effective manner.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017

BE—F—

43,

+tFF - H="1—HIFFE

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk

(i)

Currency risk

Several subsidiaries of the Group have foreign
currency sales and purchases, which expose the Group
to foreign currency risk. In addition, certain trade
receivables, bank balances, short-term bank deposits,
trade payables of the Group are denominated in RMB,
USD, HK$ and EURO, the currencies other than the
functional currency of the respective group entities
as disclosed in notes 24, 27 and 28 respectively.
Approximately 31% (2016: 33%) of the Group's sales
are denominated in currencies other than the functional
currency of the group entity making the sale, whilst
almost 18% (2016: 20%) of costs are denominated
in currencies other than the functional currency of the
group entity’s functional currency.

The Group currently does not have a foreign currency
hedging policy. However, directors of the Company
monitor foreign exchange exposure and will consider
hedging significant foreign currency exposure should
the need arise.

The Group's intra-group balances do not form part of
the net investment in foreign operations. The carrying
amounts of the foreign currency denominated intra-
group balances which have been eliminated in the
consolidated financial statements of certain subsidiaries
of which the functional currency is HK$ and RMB at the
end of the reporting period are as follows:
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For the year ended 31 December 2017
BE—F—+F+-_A=1+—HIFEF

43. FINANCIAL INSTRUMENTS (Continued) 43. €T H (&)
Financial risk management objectives and policies EEREEEERBE
(Continued) (#&)
Market risk (Continued) miEEfE ()
(i) Currency risk (Continued) ()  EEEE (&)
2017 2016
—E—+tHF AN
HKS$ HK$
BT BT
Net amounts due (to) from (FEf) UL &)
companies denominated in BRARBEATE
RMB against HK$ Y% I8 (7,177,000) 7,086,000
The carrying amounts of the Group's foreign currency REB NS A Bz EBE
denominated monetary assets and monetary liabilities EMEEaERTRERERZ
at the end of the reporting period are approximately as BABREmESY I T
follows:
Assets Liabilities
BE 2
2017 2016 2017 2016
Bt —T-RF ZB-t§ _—TRF
HK$ HK$ HK$ HK$
BT B BT BT
USD against HK$ ETAET 28,386,000 30,509,000 727,000 -
HK$ against RMB BLAARE 10,002,000 46,891,000 = -
RMB against HK$ ANREEETL 840,000 1,530,000 3,984,000 3,704,000
EURO against HK$ BULRETT 549,000 566,000 - -

Sensitivity analysis

Since the exchange rate of HK$ is pegged with USD,
the Group does not expect any significant movements
in the USD/HK$ exchange rates.
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

43. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies

(Continued)
Market risk (Continued)
() Currency risk (Continued)

Sensitivity analysis (Continued)

The following table details the Group’s sensitivity to a
10% (2016: 10%) increase and decrease in functional
currency of respective group entity against relevant
foreign currencies (other than USD) and all other
variables were held constant. 10% (2016: 10%) is
the sensitivity rate used and represents management’s
assessment of the reasonably possible change in
foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated
monetary items, and adjusts their translation at the
end of the reporting period for a 10% (2016: 10%)
change in foreign currency rates. A positive number
below indicates a decrease in post-tax profit for the
year where functional currency of respective group
entity strengthen 10% (2016: 10%) against foreign
currencies. For a 10% (2016: 10%) weakening of
functional currency of respective group entity against
foreign currencies, there would be an equal and

opposite impact on the result for the year.

43.

Impact of HK$

TRMIA (&)

BEREREZERERBEE
(%)
5 m e (&)

(i

Impact of EURO

EEEE (&)
BRREIH (B)

TRENNE— D H A A &
HAETEMBERLT KNEE
HREMNEEERB 2 S
BHBBINE (TBEE
TT)HEREZEINN (ZF
—NF 0% ) 2 HRRSE -
FTASRELEE10% (=
T —NF:10%)  JhE®E
Rt mERTRE LR
BEESFH - FRESITRAE
BEUNESFBEZRAEREE
¥iEE WHEXRLEIEI10%
(ZZE—RF:10% )&

FEREENRERR2BE
©RE o N IEEU = B 7E & B
SEER 2T LI
WIHE10% (ZZT—/NF:
10% ) 2 BN T  NEBR
1% i F B B 2> o i 18 Bl
EEETRB2MEEEE LI
BRZE10% (ZF—RF:
10% ) * B R F 2 4EF
FEBERARZTE-

Impact of RMB

against RMB against HK$ against HK$
BTRARY BTiBT ARBHBT
ZEE ZHE g
HK$ HK$ HK$
BT BT BT
2017 —E—tF
Decrease (increase) in profit & ERFIHA (#h0)
for the year 835,000 46,000 (263,000)
2016 —E-RE
Decrease (increase) in profit FEBFR D (M)
for the year 3,915,000 47,000 (182,000)
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For the year ended 31 December 2017
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43,

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(ii)

Interest rate risk

The Group is exposed to cash flow interest rate risk
primarily relates to variable-rate short-term bank
deposits, bank balances and bank borrowings. The
Group is also exposed to fair value interest rate risk
relates primarily to the fixed-rate loans receivable,
amount due to a related company and obligations
under finance leases and interest-free loans to an
available-for-sale investee and joint ventures and
amount due to a non-controlling shareholder of the
subsidiary. The Group has not used any derivative
instruments in order to mitigate its exposure associated
with fluctuations relating to interest cash flows.
However, the directors of the Company monitor interest
rate exposure and will consider other necessary actions
when significant interest rate exposure is anticipated.

Sensitivity analysis

The management of the Group considers that the
Group's exposure to future cash flow risk on variable-
rate bank balances as a result of the change of market
interest rate is insignificant and thus variable-rate bank
balances are not included in the sensitivity analysis.

The impact on the Group's cash flow is due in part
to its sensitivity to interest rate which has been
determined based on the exposure to the variable-
rate short-term bank deposits and bank borrowings.
The analysis is prepared assuming the amount of
asset outstanding at the end of the reporting period
was outstanding for the whole year. A 50 basis
point increase or decrease is used which represents
management’s assessment of the reasonable possible
change in interest rates.
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For the year ended 31 December 2017
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FINANCIAL INSTRUMENTS (Continued)

Financial ris
(Continued)

Market risk

k management objectives and policies

(Continued)

(1) Interest rate risk (Continued)

Sensitivity analysis (Continued)

If interest rates had been 50 basis points higher/lower

and all

other variables were held constant, the Group's

post-tax profit for the year would decrease/increase by

approxi
mainly

mately HK$179,000 (2016: HK$2,000). This is
attributable to the Group’s exposure to interest

rates on its variable-rate short-term bank deposits and
bank borrowings.

(ii)  Other price risk

The Group is exposed to price risk in respect of:

held-for-trading investments in equity securities
listed in Hong Kong Stock markets. The directors
of the Company manage the exposure by
maintaining a portfolio of equity investments
with different risk profiles.

available-for-sale investments in relation to
16.67% equity interest in Yinghua.

derivative financial instrument in relation to
the forward contract to dispose of the Group’s
equity interest in Yinghua as at 31 December
2017 and put option to dispose of the Group's
equity interest in Yinghua as at 31 December
2016.
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For the year ended 31 December 2017
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43,

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(ifi)

Other price risk (Continued)
Sensitivity analysis

The sensitivity analyses on held-for-trading investments
during the year have been determined based on
the exposure to equity price risks at the end of the
reporting period. For sensitivity analysis purpose, the
sensitivity rate considers at 10% in the current year.
If the prices of the respective equity instruments
had been 10% higher/lower and all other variables
were held constant, the Group's post-tax profit for
the year would increase/decrease approximately by
HK$8,966,000 (2016: post-tax profit would increase/
decrease HK$11,043,000) as a result of the changes in
fair value of held-for-trading investments.

No sensitivity analysis is provided on available-for-sale
investments and derivative financial instrument as the
management of the Group considers that the effect of
the price fluctuation on the fair value of available-for-
sale investments and derivative financial instrument is
considered as insignificant.

Credit risk

The Group's credit risk is primarily attributable to trade and
other receivables, loans receivable, amount due from a related
company, loans to joint ventures, short-term bank deposits and
bank balances as at 31 December 2017 and 2016 and loan to
an available-for-sale investee as at 31 December 2016.

As at 31 December 2017, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due to
failure to discharge an obligation by the counterparties is the
carrying amounts of the respective recognised financial assets
as stated in the consolidated statement of financial position.
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43,

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)

The Group has significant concentration risk on loans to an
available-for-sale investee and joint ventures. The directors
of the Company continuously monitor the credit quality
and financial positions of the counterparties and the level
of exposure to ensure that the follow-up action is taken to
recover the debts. Other than these, there is no significant
concentration of credit risk in receivables as the exposure
spread over a number of counterparties and customers. Under
such circumstances, the directors of the Company consider
that the Group’s credit risk is not material.

In order to minimise the credit risk, the directors of the
Company have delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to recover
overdue debts. In addition, the directors of the Company
review the recoverable amount of each individual debt at
the end of the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts.

The credit risk on short-term bank deposits and bank balances
is limited because the counterparties are banks with good
reputations.

Liquidity risk

The Group manages its liquidity risk by monitoring and
maintaining a level of cash and cash equivalents secured
adequate by the management of the Group to finance the
Group's operations and mitigate the effects of fluctuations in

cash flows. The management monitors the utilisation of bank
borrowings and ensure compliance with loan covenants.

The following table details the Group’s remaining contractual
maturity for its financial liabilities based on the earliest date
on which the Group can be required to pay. Specifically, bank
borrowings with a repayment on demand clause are included
in the earliest time band regardless of the probability of the
financial institutions choosing to exercise their rights. The
maturity dates for other financial liabilities are based on the
agreed repayment dates.
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

43. FINANCIAL INSTRUMENTS (Continued) 43. £RIT A (&)
Financial risk management objectives and policies BEEGEEREENEE
(Continued) (#&)
Liquidity risk (Continued) REIESEE (/&)
The table includes both interest and principal cash flows. TEXBEMNBEEAKESRESRE-
To the extent that interest flows are floating rate, the W7 BoR AIRF B A R B - BIR
undiscounted amount is derived from prevailing market rate at 3 "”@%E WMEHKRZ B RITS
the end of the reporting period. FEAE
Liquidity tables HEELF
Carrying
Weighted amount at
average 1 month 3 months 1 year 2 years Total  the end of
effective to to to to Over undiscounted the reporting
interestrate ~ On demand 3 months 1 year 2 years 5 years 5 years cash flows period
*E
mETH -f8A =f8A - mE ReRE  REEAZ
| LYiES REX Z=f88 2-F E@E ZRf BBILE ag REE
% HK$ HKS HKS HKS HK$ HKS HKS HKS
% B -3 B AR AR -0 Bn AR
2017 “BtF
Trade payables EHRATE N/A
TER - 57,736,935 - - - - 57,736,935 57,736,935
Other payables and accruals Et B RE R N/A
A - 33,959,417 - - - - 33,959,417 33,959,417
Amount due to a non-controlling E—FHERR N/A
shareholder of a subsidiary —AEBRRERE T#ER 18011527 - - - - - 1801527 18,011,527
Amount due to a related company R -RBERAANE Note 1
Kzt 870,040 19,514 87,813 117,084 284,646 229,724 1,608,821 1,283,337
Secured bank borrowings FERRAEE Note 2
Kit2 59,892,800 - - - - - 59,892,800 59,892,800
Obligations under finance leases BERERE 28 - 61,443 122,886 - - - 184,329 182,179
78,774,367 91,777,309 210,699 117,084 284,646 229724 171,393,829 171,066,195
Carrying
Weighted amount at
average 1 month 3 months 1 year 2 years Total the end of
effective to to to to Over  undiscounted  the reporting
interest rate On demand 3 months 1 year 2 years 5 years 5 years cash flows period
AE
—f@A =fA —& i Rene  REHRZ
REX 2=f@A E-F EHE it BALE E BHE
HK$ HKS HKS HK$ HK$ HKS HK$ HKS
o BT A A o BT by A1
2016 B
Trade payables BARMATE NA
TER - 50,900,827 - - - - 50,900,827 50,900,827
Other payables and accruals HH AT A
Sl - 40,288,685 - - - - 40,288,685 40,288,685
Amount due to a non-controlling B —ZMBAA WA
shareholder of a subsidiary —AEBRRENE T@ER 16,744,809 - - - - - 16744809 16,744,809
Amount due to a related company Jefi— %Eﬁﬁ‘m?m Note 1
Hgtt 2,073,249 245514 10,145,813 117,084 320,534 310,806 13,213,000 11,958,974
Secured bank borrowings FERBEE Note 2
Wi 61,343,200 - - - - - 61,343,200 61,343,200
Obligations under finance leases HEHERRE 28 - 61,443 184,329 184,329 - - 430,101 419,069

80,161,258 91,496,469 10,330,142 301413 320,534 310806 182,920,622 181,655,564
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43,

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Liquidity risk (Continued)
Liquidity tables (Continued)

Notes:

(1) The amount due to a related company carried at interest rate
ranging from 18% to 20% (2016: 12% to 30%) per annum.

(2) The secured bank borrowings carry at HIBOR plus 1.85% to
2.5% (2016: 1.85% to 2.5%) per annum.

Bank borrowings with a repayment on demand clause as at 31
December 2017 and 2016 are included in the “on demand”
time band in the above maturity analysis. The carrying amount
of the bank borrowings amounted to HK$59,892,800 (2016:
HK$61,343,200) as at 31 December 2017. Taking into account
the Group’s financial position and assets pledged for the bank
borrowings, the directors of the Company do not believe that
it is probable that the financial institution would exercise the
discretionary rights to demand immediate payment. As at 31
December 2017, the directors of the Company believed that
such bank borrowings will be repaid in accordance with the
scheduled repayment dates set out in the loan agreements.
The aggregate principal and interest cash outflows amounted
to HK$62,044,890 (2016: HK$64,031,980) as at 31 December
2017. The repayment schedule based on the scheduled
repayment dates is set out below:

TRMIA (&)
HERAKREEEERBEK
(#&)

HEELEE (F
HREETD K (&)

Hist -

() EH-RBEAADRARNF

18%&E20% (:7 /\E 12%
£30% ) ZFREF B o

(2) BERRITEEREBRITAER
BN1.85%F2.5% (ZT—N4F:
1.85%%2.5% ) 2 FF R 8-

RZB—tFRZFT-RFt+
A=+ — A WERERKEEGK
ZRITEEE LAB A ST H

FTATRER] 2KESBE A -
R—_ZE—+tF+=-_A=+—8"
RITEERBERME 4 A59,892,800
BT (ZZF—7N%F :61,343,200/8
TL) o B BRI ANEE 2 BRI &
MIRTEELER 2 EE  ARAE
G MBEET ] RETERIE
BERBAFRR - R —F
+ZA=+—HB AXRFREEME
5 ZERITEEBREER WZ
FrBrERAHEE N _F
—tF+_A=+t—H Xx&k
F B3R £ 7 1 42 %8 562,044,890
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43,

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

EWMITAR (&)
BREAREEREREE

(%)

Liquidity risk (Continued) TEELEE (&
Liquidity tables (Continued) TENEoF (&)
2017 2016
—E—+tHF AN
HKS$ HK$
BT BT
Within one year —FNKN 37,227,121 37,257,465
Over one year but less than two years 88— 18 DR F 1,926,402 1,956,746
Over two years but less than five years FBiBMFEE DR T F 22,891,367 5,689,422
Over five years HBeRF - 19,128,347
62,044,890 64,031,980
Fair value measurements of financial instruments SRTEHEAEETTE

This note provides information about how the Group
determines fair values of various financial assets.

Fair value of the Group’s financial assets that are
measured at fair value on a recurring basis

Some of the Group's financial assets are measured at fair value
at the end of the reporting period. The following table gives
information about how the fair values of these financial assets
are determined (in particular, the valuation technigue(s) and
key inputs used).
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For the year ended 31 December 2017
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43,

FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments

(Continued)

Fair value of the Group'’s financial assets that
are measured at fair value on a recurring basis

(Continued)

Fair value as at

43. TRIT A (&)
EMIRZAVEE (F)

FEERFBAEZMELER LT
BilBzzMEEZ L FE
(&)

Fair value

Valuation technique(s)

Financial assets 31 December hierarchy and key input(s)
TREE Rt+t-ZA=+—-HBzA¥E AFEFEE GERTREE@AZE
2017 2016
—E—tF —E-RF
HK$ HK$
BT BT
Held-for-trading investments 107,374,656 132,247,356  Level 1 Quoted bid prices in an active
market
RIEEERE 107,374,656 132,247,356 $£— 8 ERMS 2 BEARE
Club membership 3,403,700 3,403,700 Level 2 Quoted bid prices in secondary
market
Lk 3,403,700 3,403,700 £_E RS EZEARE
Available-for-sale investments 14,192,719 14,142,839 Level 3 Asset based approach with key
at fair value inputs of
BATEFEZAHEERE 14,192,719 14,142,889 £=[E BEX FERAZER !

(i) Fair value of properties under
development for sale
(note |)

() FEERTMENLTE
(Htti)

(ii) Marketability discount of 10%
(i) IZRBIEITE10%
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HE-F—+F+ A=+ AUFE

43,

FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments

(Continued)

Fair value of the Group'’s financial assets that
are measured at fair value on a recurring basis

(Continued)

Fair value as at

43. TRIT A (&)
EMIRZAVEE (F)

FEERFBAEZMELER LT
BilBzzMEEZ L FE
(&)

Fair value

Valuation technique(s)

Financial assets 31 December hierarchy and key input(s)
SREE Rt+t=ZA=+—-BzZ2¥E DNFEEE /GERTRIERAZE
2017 2016
—E2—+tF ZE-RF
HK$ HK$
BT BT
Derivative financial instrument 7,851,180 - Level 3 Discounted cash flow method
— forward contract (note i)
MEeMIE 7,851,180 - B-FE MRBRESREE (W)
—REEH
Derivative financial instrument - 10,416,328 Level 3 Black-scholes option pricing model
- put option (note i)
THESBMIA - 10,416,328 £=[E ST ERN (Fiti)
— b R
Notes: Biat -
(i) The fair value of properties under development for sale is (i) FEERPYENRTFEIBREF

based on residual approach with key inputs of market unit

prices with expected profit margin of 6.0% and discount rate

of 10%.

(ii) The key inputs of derivative financial instrument are disclosed

in note 18.

There were no transfers between Level 1, 2 and 3 during the

years.
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43. FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments

(Continued)

Reconciliation of Level 3 fair value measurements

43.

TRMIA (&)

EMIRZAVEE (F)

SHEEE=EAFEFNEZ

of financial liabilities R
Available- Derivative
for-sale financial
investments instrument
AHHERE TESRMIA
HK$ HK$
BT BT

At 1 January 2016 (note) RZE—RNF—A—H

(HeE) 15,044,294 10,369,795
Unrealised gain in profit or loss B AR EIR NS - 752,339
Exchange difference EH =% (901,405) (705,806)
At 31 December 2016 RZE—R"E+A=+—H 14,142,889 10,416,328
Unrealised gain in profit or loss B ARFR W - (2,837,217)
Exchange difference MEH ZERE 49,830 272,069
At 31 December 2017 RZE—+&F+=_H=+—H 14,192,719 7,851,180

Fair value of the Group’s financial assets and
financial liabilities that are not measured at fair

value on a recurring basis

The directors of the Company estimate the fair value of its
financial assets and financial liabilities measured at amortised
cost using the discounted cash flows analysis.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated statement of financial

position approximate their fair values.

EEE W HF IR EE
BAFEABEZEHEER

EHEMEZ A FHE

ARRESRARBERTRED
Wi RBEHEAATFEZERE
ENEBABZAFE.

ARRMESERS  HEHERATA
REMBRARABRZEREER
cRABZREERL N TEM

%O
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HE-F—+F+-A=+—ALFE

43,

FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments
(Continued)

Fair value measurement and valuation process

The financial controller of the Company is responsible to
determine the appropriate valuation techniques and key inputs
for fair value measurements.

In estimating the fair value of an asset or a liability, the Group
uses market-observable data to the extent it is available.
Where Level 1 inputs are not available, the Group engaged
third party qualified valuers to perform the valuation. The
financial controller works closely with qualified external valuers
to establish the appropriate valuation techniques and key
inputs to the model. Financial controller reports to executive
directors semi-annually to explain the cause of fluctuations in
the fair value of the assets.

Information about the valuation techniques and key inputs
used in determining the fair value of various assets are
disclosed above.

Neway Group Holdings Limited F 2 £ Mz R G R D 7
Annual Report 2017 F 3§

43.

TMIA (&)
EMIRZAVEE (F)

RAFEABRIGEESF

AARBREREETHEED
METERAFEAEIZHA
LS

RGFFEERBENRFER
AEBEEEAESNBER N EM
MIGABREE - REERE R
BARER  AEEZEE=6
B fhERETTH(E - M I5aE R
BEBINBHEMBEESERY
BENBETEMEANETES
A - BB RESF FRRNTE
ZERUNBEEERATFERSH
JREA

EHREETREERAFEMAN
BEDEREBEGABENER
R EXHE-
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44.

RECONCILIATION OF LIABILITIES ARISING 44, BMEEEBREEXRENY
FROM FINANCING ACTIVITIES BR
The table below details changes in the Group's liabilities TREINAERERKABRE ST
arising from financing activities, including both cash and non- BEMNEETE  RER S MIER
cash changes. Liabilities arising from financing activities are SEB METHMEANAEA
those for which cash flows were, or future cash flows will be Hensd kKB EREaEe R K
classified in the Group's consolidated statement of cash flows EEGARESRERPESES
as cash flows from financing activities. ME TR EmNAa&E-.
Amount  Obligations
due to under
a related finance Bank
company leases  borrowings Total
Ef—% MERE
BMEARNE B BITEE ok
HK$ HK$ HK$ HK$
BT BT BT BT
At 1 January 2017 RZE—+F—A—H 11,958,974 419,069 61,343,200 73,721,243
Financing cash flows (Note) RERERE (Mit) (11,453,683) (245,772) (3,172,644)  (14,872,099)
Finance costs REKA 778,046 8,882 1,722,244 2,509,172
At 31 December 2017 RZE—tE+ZH
=+—A 1,283,337 182,179 59,892,800 61,358,316
Note:  The cash flows in relation to repayments to a related company, Biat: BE—RBEEARER BEHE
repayments for obligations under finance leases and bank EEMBITEREFEENESR
borrowings and finance costs. BUARBERAE -
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45.

46.

NON-CASH TRANSACTION

The Group entered into finance lease arrangement in respect
of motor vehicle of HK$712,100 for the year ended 31
December 2016.

Under the Land Swap Transaction, the Committee
compensated the Group with the land use rights located in
Qingyuan and cash compensation in exchange of deposits for
land use rights, certain construction in progress and certain
land use rights. Details are set out in note 6.

EVENTS AFTER THE REPORTING PERIOD

On 10 January 2018, the Group and the major shareholder of
Yinghua agreed in writing to extend the date of completion of
disposal of the 16.67% equity interest in Yinghua to a day on
or before 31 May 2018 (or such other date as may be agreed
by both parties in writing).

On 16 March 2018, a wholly-owned subsidiary of the
Company entered into a sale and purchase agreement with
an independent third party purchaser and an independent
third party guarantor pursuant to which the wholly-owned
subsidiary of the Company agreed to dispose of 100% equity
interest in Zen Vantage Limited to the independent third party
purchaser at an aggregate consideration of HK$153 million,
which shall be adjusted according to a completion account of
Zen Vantage Limited. The disposal has not yet been completed
as at the date of approval for issuance of the consolidated
financial statements for the year ended 31 December 2017.
Details of the disposal are disclosed in announcement of the
Company dated 16 March 2018.
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46.

RRERZ

KEBREE _ZTE—XF+_A
—t+t—BIFERAELEE
B712,1008 Tt MEHREZHE -

RETHWEBRR S ZEGUUR
BENTHMERENRSKEE
RYEREBEHMHE AR HE
AR ATHERIBARETL
b FA#E - FEB BN M AT -

BREWREER

RZE—NF—A+H AEER
REEHME FEREIAZEAE D
THHEEEREME6.67%MA
BRZTERBHEERE T — N
FRA=Z+—HsZHMHBT (%
SIS R AR EE B ENEM A
Hy) o

RZE—NFE=A+H KR
RIE2ENBARE — 2B YE=
FEAM—RBBIE=ZFERA
FVEEHE B -AAAR
& B A BRI E A7 Zen Vantage
Limitedd #9100 % A% 7 # %5 H &
FTEBIYE=-FEF BREBE
153,000,000/ 7t A] iR #5 Zen
Vantage Limited® 52 8RB T LA
FE - HESHERILAETIREEZ
T—+HF+_A=1+—HILFE
AT HmERBBRATK - HE
EEFEREL2HARARBHAS
- N\F=ZA+Bz2RE-
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RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

47.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of the principal subsidiaries of the Company at 31

December 2017 and 2016.

47. FEMBLARZHE

RKRABEEMBARIR T —+
FRZZE-RF+-A=+—H
ZEBWMT:

Effective percentage

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiary registration share capital by the Company Principal activities
ERRFBERT
BaERT/ BA/EMEE
WEARAMR AL S A AR A EREAL TEEHR
2017 2016
ZE-tE —EBE
% %
Chung Tai Printing Holdings Limited BVI HK$10,000 ordinary 100 100 Investment holding
RARIDRIEEERAE RERTES 10,000 T & @M% RERR
Chung Tai Printing Company Limited Hong Kong HK$1,000 ordinary 100 100 Investment holding
HREDFIBRAR BE HK$500,000 REER
deferred non-voting
1,000/ 7T & @Ak
500,000/ 7
ERZEELTR
FBERARTERAR The PRC RMB1,000,000 100 100 Testing of printing
(note 1) (Hi3£1) H registered capital products
AR 1,000,000 EN Rl e Bl
BRI (R BRAA The PRC HK$30,000,000 100 100 Label and paper
(note 1) (Hit1) H registered capital products printing
30,000,000 7T BRER AR @R
Chung Tai Printing (China) Hong Kong HK$1,000 ordinary 100 100 Trading of label,
Company Limited B HK$10,000 packaging and
RAER (FE)BRAF deferred non-voting paper products and
1,000/ 70 & @Ak printing products
10,000/ 7T EBRE BEM
BREEELR A m R IR
Chung Tai Smart Labelling Hong Kong HK$1 100 100 Trading of label and
Company Limited (formerly known B AT printing products

as “Star Digital International

Limited")
hRREREERAA

(pif& [2GEEERRA])

BERERERIR
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47. PARTICULARS OF PRINCIPAL SUBSIDIARIES

47. FEMBLARZHE

(Continued) (%)
Effective percentage
Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiary registration share capital by the Company Principal activities
FRRAMBERT
Bdegf/ R%/EMEE
WELARER AR E R ERRE EREDL TEXH
2017 2016
“E-tE ZT5%
% %
Chung Tai Printing (International) Hong Kong HK$1 ordinary 100 - Investment holding
Company Limited B BT ERER REZR
o REDRI (BB ) BRA A
th Ed KENR| CRIDBRAR The PRC HK$98,000,000 100 100 Label, packaging and
(note 1) (H13t1) i registered capital paper products
98,000,000 7T printing
AMER B8 BER
B mERl
Delight Source Limited Hong Kong HK$200,000 ordinary 100 100 Trading of printing
THERRE B 200,000/ L & B R products
EERER
Profit Link Investment Limited Hong Kong HK$100 ordinary 100 100 Property investment
RAREERERAA B HKS2 deferred non-voting NERE
100 T & @K
2T
ERFRELR
New Box Mini Storage Limited Hong Kong HK$100 ordinary 100 100 Provision of mini
hREMEBRATF % HKS$2 deferred non-voting storage services
1008 T ERK R ITE BERE
2T
BERZRELK
Star Entertainment (Universe) Hong Kong HK$1 Ordinary 100 100 Provision of artistes

Limited BB
EIR% (RF)BRLA
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47.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

47. FEMBLARZHE
(&)

Effective percentage

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held

Name of subsidiary registration share capital by the Company Principal activities

FRRAMBERT
BaeRT/ R%/EMEE
WEARAMR AR E R R A EREDL TEXH

2017 2016
“E-tf —ETRF
% %

Neway Smart Technology Hong Kong HK$10,000 ordinary 100 100 RFID printing products
(International) Company Limited B 10,0008 L& 8K and RFID label
(formerly known as “Fruitful EESEIRIERR
Global (Asia) Co., Limited") BESAEE

PERENER (AR)ERAF
(FITE T2 2R (M)

BRAR)

Neway Star Limited Hong Kong HK$10,000 ordinary 100 100 Provision of music

HRREIRERAR Bk 10,000/ 7T LB licensing services,
sales of music
albums and
investment holding

A RETRE

HESZBRR
REER

Neway Star Artiste Hong Kong HK10,000 ordinary 100 100 Provision of artistes
Management Limited B 10,0008 L& @K management

TREREEERERAR services

REUEATRRE

Showtimes (Asia) Limited Hong Kong HK$1 ordinary 100 100 Organisation of

BERR (TN BRAT B VBT E B concerts and shows

EMERERRE
Kingbay Investments Limited Hong Kong HK$1 ordinary 100 100 Securities trading
GEREERDA BA BT E Bk EEES
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47. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

47. FEMBLARZHE
(&)

Effective percentage

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiary registration share capital by the Company Principal activities
FRRAMBERT
BaeRT/ R%/EMEE
WEARAMR AR E R R A EREDL TEXH
2017 2016
“E-tf —T-RF%
% %
Fruitful Global Co., Limited Hong Kong HK$1 ordinary 100 100 Trading of printing
LERRERAT N 1ETEER products
EEHRIm
Grand Prospects Finance Hong Kong HK$100,000 ordinary 100 100 Money lending
International Limited Bk 100,000 7T BB WE
ERUMBERERRA
Supreme Cycle BVI US$1 ordinary 100 100  Property investment
RERAES 1ETERR NERE
TR EEEREREERAR The PRC US$20,000,000 100 100 Financial leasing
(note 1) (ff##1) H registered capital HEHE
20,000,000% 7T
AMEX
Zhongxing Guosheng (note 2) The PRC RMB2,000,000 100 100 Investment holding
RERR (fi12) H registered capital RERR
AE2,000,0007
AMER
Zhongqing (note 2) The PRC RMB2,000,000 60 60  Property development
HE (H2) i registered capital NERR
AE%2,000,0007T
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47.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

47. FEMBLARZHE

(&)

Effective percentage

Place of Paidup  of issued share capital/
incorporation/ issued/registered registered capital held
Name of subsidiary registration share capital by the Company Principal activities
FRRAMBERT
BaeRT/ R%/EMEE
WEARAMR AR E R R A EREDL TEXH
2017 2016
“E-tf —ZF
% %
ERREEHA ORI ERAR The PRC RMB1,000,000 100 100 Investment holding
(note 1) (Hi##1) i AR #1,000,0007 REEK
Takara Global Development Limited Hong Kong HK$1 ordinary 100 100 Gaming distribution
EARRNERERAA BA BT E Bk BRI
RERARE (RN BRAR The PRC HK$5,000,000 100 100 Design, research
(Note 1) (Hiz#1) H registered capital and development
5,000,00078 7T, of multi-media
AR technology
£y BUERER
T
Notes: Bt :
(1 These subsidiaries are wholly foreign owned enterprises in the (1) ZEMBRR TR ZINEEE B
PRC. R
(2) These subsidiaries are domestic-invested enterprises (2) ZEWMB AR RPN AE

established in the PRC.

The operations of all subsidiaries are carried out principally in

Hong Kong and the PRC.

P2

FTENBRRINEHREENEE
K BT

Neway Group Holdings Limited f 2 MiZRER D 7
Annual Report 2017 F 3§

239



240

Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

47.

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

Except for Chung Tai Printing Holdings Limited, which is
directly owned by the Company, all other subsidiaries are
indirectly owned by the Company.

The above table only includes those subsidiaries which, in
the opinion of the directors of the Company, principally
affected the results of the Group for the year or formed a
substantial portion of the net assets of the Group. To give
details of all subsidiaries would, in the opinion of the directors
of the Company, result in particulars of excessive length. The
deferred non-voting shares, which are not held by the Group,
practically carry no rights to dividends nor to receive notice of
nor to attend or vote at any general meeting of the relevant
companies or to participate in any distribution on winding up.

None of the subsidiaries had any debt securities outstanding at
the end of the years or at any time during the years.
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47. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

The table below shows details of non-wholly-owned
subsidiaries of the Group that have non-controlling interests:

Place of
establishment

Proportion of
ownership interests

(%)

47. FEMBLARZHE

TRETRAEEREG I ERER
ZIEEMB ARG

and principal and voting rights held by Loss allocated to Accumulated non-
Name of subsidiaries place of business non-controlling interests non-controlling interests controlling interests
BABHR FERER I
HELREE TEEEBE RERRRERATEZLA 2IEEFEREZZER R FERER
2017 2016 2017 2016 2017 2016
“EZ-tF T F ZB-tf —T-R¥ Bt —T-XF
HK$ HK$ HK$ HK$
BT BT BT BT
Zhongging The PRC 40% 40% (194,578) (197,507)  (1,263,425)  (2,093,991)
g i

Individually immaterial subsidiaries
with non-controlling interests

BRFEZRERZERNTER
WEARR

(1,129) (4,629)

(447,460) (446,331)

(195,707) (202,136)

(1,710,885)  (2,540,322)

Summarised financial information for the years ended
31 December 2017 and 2016 in respect of the Group’s
subsidiaries that have material non-controlling interests is
set out below. The summarised financial information below
represents amounts before intragroup eliminations.

AEEREEAHKRRER 2N
BARBE-F—tFR_F
—AEFZA=+—AILFEEY
B AR EHIIIN T - LT RIS
AR B ISR M EE AL A

WSERT 225

Zhongging g
2017 2016
—®-t% —E-xE
HKS$ HK$
BT BT
Non-current assets EREEE 9,894 9,198
Current assets MEEE 43,118,675 39,845,180
Current liabilities mBAE (51,626,039) (50,428,263)
Total equity EmiaRE (8,497,470) (10,573,885)
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For the year ended 31 December 2017

EF

47.

—E—tF+ZHA=F—HIFFE

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

Zhonggqing (Continued)

FTEMB LA ZFE

(&)
5 (&)

2017 2016
—E—+fF ZZE—RF
HKS$ HK$
BT BT
Equity attributable to owners of RAFHEB ANEIE R
the Company (5,098,482) (6,344,331)
Non-controlling interests of PIE TR R
Zhongging (3,398,988) (4,229,554)
(8,497,470) (10,573,885)
Expenses X (486,446) (493,768)
Loss for the year REERE (486,446) (493,768)
Other comprehensive income (expense) 74 H b 2 E U A (%)
for the year 2,562,861 (2,383,200)
Total comprehensive income (expense) ZAEZMEUWA (FZ) B8
for the year 2,076,415 (2,876,968)
Loss for the year since acquisition AT AT (R A
attributable to B W LA SR 1 B 18
— owners of the Company . YNEIEZZ =N (291,868) (296,261)
— non-controlling interests of — B IR R
Zhongging (194,578) (197,507)
Loss for the year REEE (486,446) (493,768)
Other comprehensive income (expense) A T A & fE{h 4N
for the year attributable to Hip2EKRA ()
— owners of the Company — A REHEB A 1,537,717 (1,429,920)
— non-controlling interests of — B I AR R 2
Zhongqging 1,025,144 (953,280)
Other comprehensive income (expense) N4 H {th 2 [
for the year WA () 2,562,861 (2,383,200)
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e MR ER M

For the year ended 31 December 2017

EF

47.

—E—tF+ZHA=F—HIFFE

PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)
Zhonggqing (Continued)

FTEMB LA ZFE

(%)
5 (&)

2017 2016
—E—+tHF ZE—RF
HKS$ HK$
BT BT
Total comprehensive income (expense) LA~ A £ FE{h B U EE LA 3K
for the year attributable to REZEWA (FAX)
Rk
— owners of the Company VNI V=N 1,245,849 (1,726,181)
— non-controlling interests of — B IR R A
Zhongging 830,566 (1,150,787)
Total comprehensive income (expense) AN4E & & W A (5L ) 4248
for the year 2,076,415 (2,876,968)
Net cash outflow from operating REEFERE
activities i 2l (654,667) (638,578)
Net cash inflow from REEERE
financing activities MAHEE 735,090 588,852
Net cash inflow (outflow) RemA Ot F58 80,423 (49,726)

Dividend paid to non-controlling
shareholder of Zhongging

EffHE

FEEER AR R A B
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

48. STATEMENT OF FINANCIAL POSITION OF THE NN B B AR R 3R
COMPANY
2017 2016
—E —E—RF
HK$ HK$
BT BT
Assets BE
Non-current assets kRBEE
Investments in subsidiaries RHB AR 2 RE 42,671,967 42,671,967
Loans to joint ventures MTEERAIZER = 2,191,888
Amounts due from subsidiaries JE W B B8 & R RIR 755,767,407 745,200,378
798,439,374 790,064,233
Current assets RBEE
Other receivables, deposits and Y G SER
prepayments e RIBNFIA 289,785 1,018,300
Loans to joint ventures BTEERRIZER 50,000 -
Bank balances and cash RITEHRNIRE 24,447,822 25,415,784
24,787,607 26,434,084
Liabilities =
Current liabilities REBEE
Other payables and H fth & T 5008
accrued charges e E A 890,154 990,984
Amounts due to subsidiaries FEASTB B A Rl FIE 47,843,340 39,108,556
48,733,494 40,099,540
Net current liabilities BB EFE (23,945,887) (13,665,456)
Total assets less total liabilities BWEERBEEES 774,493,487 776,398,777
Capital and reserves EXREE
Share capital f&% < 2,536,395 2,536,395
Reserves (note) & (Hat) 771,957,092 773,862,382
Total equity EmBE 774,493,487 776,398,777
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Notes to the Consolidated Financial Statements

RE BRI
For the year ended 31 December 2017
HE-F—+F+-A=+—ALFE

48. STATEMENT OF FINANCIAL POSITION OF THE 48. AN T EMRARK (&)
COMPANY (Continued)

Reserves Ei]
Capital
Share  redemption  Contributed Reorganisation Retained
premium reserve surplus reserve earnings Total
ROEE EXRERE BEHER EARE REER @t
HK$ HK$ HKS HK$ HK$ HK$
BT BT BT BT BT BT
At 1 January 2016 RZE-~¥-A-AH 349,902,265 62,400 - 19,782,427 288938322 658685414
Loss and total comprehensive FEEBRE2ERTBE
expense for the year - - - - (7,440,927) (7,440,927)
Effect of capital reduction (note 34)  BRAHIBZ &2 (f7#34) - - 103,571,033 - - 103,571,033
Issue of new shares B3R 19,444,200 - - - - 19,444,200
Transaction costs attributable to BIHRAEERZHA
issue of new shares (397,338) - - - - (397,338)
At 31 December 2016 RZE-1F
+=7 Eﬂ‘ 368,949,127 62,400 103,571,033 19,782,427 281,497,395 773,862,382
Loss and total comprehensive FEBERZE ﬁ%ﬁﬂ@%@
expense for the year - - - - (1,905,290) (1,905,290)
At 31 December 2017 RZZ—t%
+ZA=+-A 368,949,127 62,400 103,571,033 19,782,427 279,592,105 771,957,092
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Principal Properties

AT 31 DECEMBER 2017
R-F—tF+=ZA=+—H

A. INVESTMENT PROPERTIES A. REWHE
Group’s effective  Approximate
interest in gross Category of
Location the properties floor area Usage lease
KEBRYEF BREEE
b B ZERER HE Azg HAER
(sq. m)
(F73K)
Lot. No. 5378 IN D.D.51, 100% 4,859 Industrial Medium-term
G/F-2/F, 4fF, T% lease
Chung Tai Printing Group Building FhERTR QY
No. 11 Yip Cheong Street,
On Lok Tsuen, Fanling,
New Territories, Hong Kong
BEMAM BT ENEBENR
mREIRISEERXELEL D515
HER537855% ~ 1 T =248 K4t
Yuen Long Town Lot No. 292, 100% 1,063.82 Commercial Medium-term
Units 21, 22, 23, 41 and 77 of [EES lease
1/F and the whole of 3/F, R ERFE £V
Hop Yick Commercial Centre (Phase 1),
No. 33 Hop Choi Street, Yuen Long,
New Territories, Hong Kong
BB ITHAE B E335%
BammERL (—8)—82z21-22-
- NRITHREBEUR=BEE
TUBA T B 29255
No. 1801, 15th floor, 100% 175.66 Commercial Medium-term
Block 4, Yard 89, [EES lease
89 Jianguo Road, Chaoyang District, AR 4V

Beijing, the PRC
FR B L R RA RS [ 2 B R 899k
893 P45 1581801 F
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Principal Properties

FEYHE

AT 31 DECEMBER 2017

R

B.

F—tFE+=A=+—1A

PROPERTIES UNDER DEVELOPMENT FOR B. FEXRTPYE
SALE
Group’s effective
interest in  Approximate Category of
Location the properties site area  Usage lease
REBRYEF
Hb B 2ERER BAONEEE RR HAOER
(sq. m)
(FF7K)
Two parcels of lands designated 60% 3,406.67  Commercial and Medium-term

located at Lot No. B19001-1*1 and

No. B19001-2*1 of Villagers
Committee of Lian Tang Village,

Dong Cheng Sub-district Office,
Qingcheng District, Qingyuan City,

the PRC

R EEETERRRMENFRE
BRENRZE G 2ME L (HERER
Z5B19001-1*15% K& 5B19001-2*155% )

Residential lease

BEREE REIEL
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Financial Summary

M=

RESULTS E 4
For the
period
from
1 April
2014 to
For the year 31 December For the year ended
ended 31 March 2014 31 December
BZ=A=t+-HLEE —E-NF BE+t-A=t-ALEE
2013 2014 mA-BZE 2015 2016 2017
—E-mE
+=ZA=+-H
—F-=f —F-mEF LL4H —F-1%F —E-RF —E2-tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL TEL FEL THT FTET TET
Revenue e 2k 643,749 613,269 419,513 521,256 562,911 515,534
Profit (loss) before taxation ~ BRFLATEF] (&548) 3,463 (20,531) (79,577) (68,269) 86,724 52,092
Taxation B (1,810) (1,219) 734 726 (12,720) (4,142)
Profit (loss) for the year AERF (BB) 1,653 (21,750) (78,843) (67,543) 74,004 47,950
Attributable to: PN
Owners of the Company NN 2PN 1,672 (21,016) (78,637) (67,262) 74,206 48,146
Non-controlling interests FirkER (19) (734) (206) (281) (202) (196)
1,653 (21,750) (78,843) (67,543) 74,004 47,950
ASSETS AND LIABILITIES QE&EE
As at 31 March As at 31 December
R=BA=+-H R+=B=+-8
2013 2014 2014 2015 2016 2017
—F-= —E-mF —F-mF 1% ZERF —E-tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL TRL FEL AL TEL TET
Total assets AERE 881,998 897,928 940,561 1,004,702 1,116,246 1,206,500
Total liabilities BELE (87,837) (125,160) (119,165) (157,626) (202,412) (196,987)
Total equity g 794,161 772,768 821,396 847,076 913,834 1,009,513
Equity attributable to AREEBA
owners of the Company e 794,357 772,880 821,636 848,461 916,374 1,011,224
Non-controlling interests RS (196) (112) (240) (1,385) (2,540) (1,711)
794,161 772,768 821,396 847,076 913,834 1,009,513
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